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Benson & Hedges Special Mild leads 
the trend towards lower tar cigarettes. 
Carefully blended from fine virginia 
tobaccos to give the perfect balance 
between low tar and taste, with all the 
quality youd expect from the House of 
Benson & Hedges. 
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Down but not out 


Like William Shawcross [The 5th Column, 
REVIEW, June 18], I was lost by Henry 
Kissinger's argument on Cambodia in the 
second volume of his memoirs. But unlike 
Shawcross, I do not believe that this con- 
fusion discredits the entire massive effort. 
Kissinger is on an expectionally sticky 
wicket here, mainly because the outcome 
was the fastening of a ferociously genoci- 
dal regime on the unfortunate Cambo- 
dians. In the first volume, he is on another 
such wicket when he rationalises his cele- 
brated "tilt" towards Pakistan, whose 
army performed comparable feats of 
genocide in Bangladesh. In both cases — 
more so in the Pakistani one — his defence 
is brilliant but ultimately unpersuasive. 
On the other hand, compared with the 
disingenuous pap served up in most 
memoirs, and indeed by any other stand- 
ard, Kissinger's are a major monument. 
Unlike Shawcross, perhaps, I am looking 
forward to the third volume. 
HAROLD C. HINTON 


Matter of perspective 


I agree thoroughly with the view express- 
ed in Behind Hanoi's benign diplomacy 
[REviEW, June 4]. To us, only the short- 
sighted would advocate helping the Hanoi 
regime. Only we, the Vietnamese, can 
fully realise the extent of Soviet domina- 
tion and the hegemonic greed of Hanoi 
leaders as well as their deceitful nature. 

Throughout the period 1970-75, the 
Soviet Union, while still maintaining dip- 
lomatic ties with Lon Nol's government, 
kept sending arms to the Khmer Com- 
munist Party. 

During the limited incursion in 1977 
Hanoi's intelligence bureau tried hard to 
re-install its once tightly knit network, but 
to no avail — hence the overall invasion of 
Cambodia in 1978. 

How many millions of Vietnamese 
Hanoi has sacrificed in order to stay in and 
expand its power is a secret which once re- 
vealed will appall the whole world. 

The free world should not only bleed 
Vietnam white but should also help us to 
destroy it from within. World history has 
taught us one lesson: the heart-breaking 
consequences of appeasement. 

L. V. THONG 
Emissary 


The Highland Liberation Front 
South Vietnam 


Washington 


Bath, 
Britain 


A number of Asian leaders have described 
United States foreign-policymakers as im- 
mature in international policies. If John 
Holdridge, a career State Department of- 
ficer and a former ambassador to Singa- 
pore, is taken as an example, then it is not 
just a matter of being immature but also 
arrogant. 

In The 5th Column [REVIEW, June 4], 
Holdridge outlines carefully Hanoi's poli- 
tical strategy for Vietnam's invasion of 
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J apanese history liom the 16th centüty; 
when Japan began to play an important, if 
short-lived, role in the vibrant Asian port- 
to-port trade, is more complex than the 
simple open-closed-open country schema 
allows. Japan was open to some things but 
closed to others and the Japanese decided 
these things themselves. In that respect 
perhaps there is continuity. with some of 
Japan's present foreign and trading 
policies. 
Tokyo 


But Israel’s military adventures іп the 
iddle East are condoned by the US in 
ay ог another. The US is definitely 
aware (than in the case of Vietnam) 

`6 political and military strategies 

en or so invasions into Arab 

des. At every military adventure by 
ael, the US of course makes a protest 
r the record. What action it has taken to 
p further Israeli adventures is very 
estionable. Unlike in Vietnam, billions 


vealed this particular piece 
mirrors accounting for what it 1 
Singapore 


DEREK MASSARELLA | I think there іѕ а printing error in Shroff 


lars of US aid flow into Israel for 

th the military and the economy. I think 
is poi à double standard. 

S.SELVA 


ing Snake in the grass REVIEW, May 

by Nayan Chanda made me wonder 
w long misjudgments about ће In- 
hina situation will. mislead the 
ited States’ and other Western nations’ 
licies towards the region. Do they not 
derstand that people in that area of the 
rid have suffered enough? There is no 
ason why Vietnam should be treated as 
аһ of the world. Vietnam’s policy 

ore inhuman than those of most of 

€ countries which condemn it. If a coun- 
- like. Morocco. which overran the 
mer Spanish Sahara is accepted as a full 
mber of the international community, 
hould Vietnam. Or is US Indochina 
made in China? Malcolm Subhan's 

tof Vietnamese Foreign Minister 
yen Co Thach's visit to Brussels in the 
me edition is rather misleading. He 
sed his piece on the meeting with Bel- 
External Affairs Minister Leo Tinde- 
lely on the communique distri- 


hemselves weren't that way. It even 
| meeting could give way toa 


sim ds Belgium ` Wit VAN DAMME 


urray Sayle's interesting interpretation 
modern Japan [Focus, REVIEW, June 
contains a factual error. The country 


eir trading бау; to 
zd by the British two о years later, 


| the 1630s. These forbade J apanese 
el trade abroad and the final one 
de Portuguese vessels to enter 
inally, in 1641, the Dutch were 
Pashia i in Ыы ы harbour 








Hall of mirrors - 


Shroff [REViEW, June 11] sets out the 
Bogie formula for calculating. Jardine 
Matheson and Hongkong Land’s profits 
correctly, I believe. Just for the record, 
however. Y ‘represents Jardine’s pub- 
lished profit — not Land’s. 

Shroff goes on to query the “compound- 


| ing" effect implied by the formula. Your 


readers might appreciate the distorting ef- 


fect of this extraordinary formula better if 


they were to try the following example. 
Just imagine (for sake of entertainment) 
that Land's profits from its interests, 


excluding Jardine, were HK$10 million 7 


(US$1.69 million) and that by some extra- 








[REVIEW; June 11]. Instead. of “L 
published profit," I think it should 
“Jardine’s published profit.” 

My reason for writing to youisnota 
tempt at fault-finding. I just want 
sure that I have fully) understoo 
to some extent, 
mula and the “mi 
Kuala Lumpur 


18]. 


Pseudonyms are 
tended for public. 
must bear the write 








WANTED 


WOOD PRESERVATION 
AND SEASONING 
SPECIALIST 


Responsibilities 

Supervision of installation, and manage- 
ment of operation of two dry kilns and two 
impregnation plants with annual capacity 
of 8,500 cu. m. each at Monywa (160 km 
from’ Mandalay) under loan proceeds 

° from Asian Development Bank. 

Development of hardwood utilization and 
practical training of local staff. 


Qualifications 

A university degree or equivalent in 
Forestry, Wood Science or Engineering 
with minimum. 10 years experience in 
wood preservation and seasoning. 


Remuneration 


internationally competitive salaries to be 
paid in US Dollars, with free transporta- 
tion and accommodation. 


Five (5) months. 





SAWMILL CONSULTA 
Supervision of installation, and mana 
ment of operation of a sawmill 

capacity 17,000 cu. m. per 

Monywa (160 km from Mandalay) under 
local proceeds of Аѕіай Development 
Bank. 

Planning for and supervision of the: 
ation. of five (5) existing sawmills u 

the Project. 

Training of local sawmill engineer. 


Qualifications 

A university degree or equivalen 
Forestry, Wood Science or Enginee 
with minimum. 10 years experience i 
sawmilling. 


Remuneration 


internationally competitive salaries to be 
paid in US Dollars, with free transporte 
tion апа accommodation. 


Contract Duration 
12 months. | 


... Send aA to: Managing Director, Timber богротавон, Р.О. Вох 206, 
Rangoon Burma, not tater than 15 Aug. 1982. : 
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N HUNG KAI SECURITIES LIM | 
FERRERS "y 


_We initiated this transaction and 
acted as financial advisor to the 
| Sun Hung Kai droup 
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Malaysia's East Coast has long been one of the 
country’s major tourist attractions partly be- 
cause of beaches where turtles lay their eggs. 
The area now promises to become a breeding 
ground for industrial development as wide- 
ranging plans are in hand to lift the East Coast 
out of the economic neglect from which it has 
suffered for decades. The серу coastal towns 
— where little development has taken place 
since their role early in the country's history as 
trading centres — will form nuclei for a broad 
range of industries fed by offshore oil and gas. 
But the long road to East Coast development will be pockmarked 
with problems — not least the obvious clash between large-scale in- 
dustrialisation and the beauty of the coast's natural environment 
with its important heritage of flora and fauna. Kuala Lumpur bureau 
chief K. Das analyses the history and socio-political divisions be- 
tween east and west while correspondent Jeffrey Segal maps out the 
ambitious development plans. Pages 85-92 Cover: Adam Chow 





Page 10 

After the delayed 
birth of the Cam- 
bodian resis- 
tance coalition in 
Kuala Lumpur, 
the three leaders 
are expected to 
ather for the 
rst time on 
Cambodian soil 
next week — 
while an obvi- 
ously incensed 
Vietnam watches. 








| Раде 10 Page 12 

н Washington's switch of sec- | With Michael Somare looking set 

| retaries of state causes some ap- | to return to power as general 
prehension, but it may mean new | election results trickle in, Papua 
man George Shultz will have a | New Guinea's sagging economy 
stronger hand in dealing with the | promises to be his biggest 
region. eadache. 
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Page 17 

Malaysia explains its need for 
tough security laws as the case of 
a man under a mandatory death 
sentence brings the issue into the 
limelight again. 


Page 20 

India begins to mend its fences 
with China, the United States and 
Pakistan despite its close links 


with the Soviet Union. 
Page 34 
The legacy of China’s Red 


Guards is mistrust between gen- 
erations. 


Pages 72-77 

United States-Japan 

ons 
are made of Japanese companies 
stealing secret information on US 
computers. 


Page 77 

Labour unrest looms as Thai in- 
Pere cuts back to fight reces- 
sion. 


Page 98 

New Zealand's Prime Minister 
Robert Muldoon imposes tough 
anti-inflation measures as his 
career goes through a rough 
patch. 


100 
A major Hongkong toy manufac- 
turer's collapse sparks fresh de- 
bate over how much workers 
should be protected. 


Labour: Into the Hongkong lion's den _ 
Company results —— 11 1. 
Stockmarkets _ 
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REGIONAL 


China indicates a 
status quo on Macau 
Macau's status as a Chinese 
territory under Portuguese ad- 
ministration will continue for 
the moment, Chinese Foreign 
Minister. Huang Hua was re- 
ported as saying on June 25 
after talks with officials in Lis- 
bon. Huang said a solution to 
the question of Macau's future 
status, which observers say is 
related to China's stance over 
the New Territories lease in 
"Hongkong. due to expire in 
1997, would be found “when 
` (he time is ripe.” Such a solu- 
— tion, he added, “would not af- 
fect the standard of living or 
the interests of foreign inves- 
^ — MARY LEE 





Four military district com- 
mands will soon be set up near 
the border between Indone- 
sia's Irian Jaya province and 

` Papua New Guinea to protect 


gated by Papuan rebels, a gov- 
- ernment announcement said. 
A commander of the military 


area’ warned that: military ac- 


` tion will be the only alternative 
against rebels who refuse to 
surrender, but he promised he 
рач warmly welcome those 
who lay down their arms volun- 
tarily. 

— SUSUMU AWANOHARA 


Prince Norodom Sihanouk 
completed a three-day visit to 
Singapore on June 29 with an 
apparent assurance from the 
Singapore Government of aid, 
but reportedly with stiff condi- 
tions attached to it. Sihanouk, 
who is president of the Coali- 
tion Government of Democra- 
tic Kampuchea, met Prime 
Minister Lee Kuan Yew and 
Foreign Minister Suppiah 
Dhanabalan. Sihanouk made it 
clear on his arrival from 
Malaysia on a tour of Asean 
_ that aid to the newly formed 
coalition was among his princi- 
pal concerns. At an airport 
press conference the prince an- 
nounced that Singapore had 
come forward with an un- 
specified aid commitment — 
the first Asean country to do so 
while he was still in 
Malaysia. 


Singaporean officials main- 
tain they are not disturbed by 
what the prince is saying about 
aid. But there are some worries 
among the Asean countries 
about Sihanouk's candour., 
given the grouping's policy that 
while it fully supports the coali- 
tion, the question of military 
aid is à matter for individual 
countries. Singapore would ul- 
timately like to see Sihanouk's 
Moulinaka faction merge with 





former premier Son Sann 
under his Khmer People's Na- 
tional Liberation Front banner 
as opposed to that of the 
Khmer Rouge, according to 
some observers. This would in- 
dicate that Singapore is willing 


to give aid to a strengthened 


Sann and to no one else. Later, 
in Jakarta, Sihanouk an- 
nounced that he would be will- 
ing to dissolve his Moulinaka 
faction and join Sann. 

— PATRICK SMITH 


Hanoi reshuffles top 
government posts 
Vietnam's former chief 
negotiator at the Paris peace 
talks in the early 1970s, Xuan 
Thuy, has lost his position as 
vice-chairman of the Vietnam- 
ese State Council, according to 
the Vietnam News Agency. 
Thuy had been dropped from 
the part? central committee in 
March. He is to be replaced by 
Huynh Tan Phat, who had 
been a vice-premier. 

The 70-year-old Phat will 
also give up his job as chief of 
the State Capital Construction 
Commission which he had held 
since 1979. Phat was prime 
minister of the Provisional Re- 
volutionary Government of 
South Vietnam before the two 
halves of the country were 
unified. — TON LONG 








BUSINESS 


Delta's chairman 

to step aside 

Ricardo Silverio, chairman of 
Delta Motor Corp., the last 
wholly Filipino-owned vehicle 
assembler, will be replaced as 
arrangements are made to ease 
the company's financial prob- 
lems (REVIEW, Apr. 16 and 
30). His seat will be taken by 
Gerardo Sicat, chairman of the 
Philippine National Bank 
(PNB), the company's major 
‘creditor. Delta has agreed to 
new equity participation by 
Toyota Motor Co. of Japan. 
Toyota's new common shares 
will allow for voting rights on 
the reconstituted board, while 
for the balance-sheet the re- 
structuring will cancel some of 
the US$10 million in receiva- 
bles owed the Japanese com- 
pany. 

Delta should also benefit 
from a rehabilitation plan by 
PNB. The plan involves 
lengthening repayment and 
converting some debt into 
equity. — GUY SACERDOTI 


Jakarta’s friends 
line up aid 

Still awaiting the commitments 
of West Germany, Britain and 
several other member coun- 
tries, the Inter-Governmental 
Group on Indonesia (Iggi) had 
notched up US$1.9 billion in 
bilateral and multilateral soft 
loans for 1982-83 by the end of 
its recent annual session. The 
corresponding figure last year 
was US$2.1 billion. 

It is not clear how much of 
the. US$1.9 billion constituted 
new commitments: some coun- 
tries and aid agencies pledge 
funds for new projects (for 
which actual disbursements 
will take place some years 
later) while others only indi- 
cate likely figures for projects 
already under way. New com- 
mitments last year amounted 
to US$1.4 billion. 

— SUSUMU AWANOHARA 


Seoul launches new 

attack on recession 

An anti-recession package an- 
nounced by the reshuffled 
South Korean Government on 
June 28 lowers the prime lend- 
ing rate from 14% to 10% a 
year; reduces the 12-month 
time deposit rate from 12.6% 
to 8%; cuts corporate tax for 
listed companies from 33% to 


20% beginning in 1983, and ex- 
tends by another six months tax 
benefits for purchases of cars 
and colour TY sets. 

At the same time, Prime 
Minister Kim Sang Hyup said 
the government will not limit 
the broader money supply 
(M2) growth to its originally set 
goal of 25% in 1982. The mea- 
sures seek to breathe new life 
into the moribund business sec- 
tor by encouraging investment 
at the expense of holding down 
inflation. The package indi- 
cates that President Chun Doo 
Hwan has virtually abandoned 
one of his prime goals — seek- 
ing economic growth within a 
stable framework. 

— SHIM JAE HOON 


Saudis promise 
help for Nepal 
Saudi-Arabia is to provide 
US$100 million in aid to Nepal 
to help finance transport, hy- 
droelectric and other develop- 
ment schemes. The help was 
promised after a recent visit to 
Nepal by a three-man team 
from the Saudi Development 
Fund. 

The Saudi package includes 
US$35 million for the 120-mile 
Kohalpur-Mahakali stretch of 
the 620-mile national highway 
linking Nepal's southeast to the 
southwest. Another US$64 
million is to help finance 


а 66,000-kw. hydroelectric 
scheme. — KEDAR MAN SINGH 
Thai finance 


chief quits 

Less than three weeks after 
scraping through a no-confi- 
dence vote in parliament with 
relatively poor results, Thai 
Deputy Finance Minister 
Phaichitr Uathawikul — an in- 
fluential © economic policy- 
maker for the past 15 months 
— resigned last week. He was 
replaced by budget bureau di- 
rector Suthee Singhaseneh. No 
major policy changes are ex- 
pected, 

While the motives for the 
resignation remain unclear, in- 
formed sources outside gov- 
ernment circles speculate that 
Phaichitr decided to call it quits 
in the wake of mounting oppo- 
sition from within the govern- 
ment over his role in the baht 
devaluation last July. At least 
50 pro-government. MPs and 
senators voted against him in 
the June 4 no-confidence mo- 
tion. x 

— PAISAL SRICHARATCHANYA 
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its new е de which treats both 
th iet Union and the United 
| s hegemonisti¢ superpowers, 
; heast Asia. A recent 
commentary in the People’s Daily 
`‘ said that Washington was interested 
: in contending with Moscow for 
hegemony in the region. On June 26 
the pro-Peking он daily 
. Wen Wei Po pushed the new line 
- further while criticising Indonesian 
eign Minister Mochtar 
Kusumaatmadja for saying China 
` was a principal threat to Southeast 
|. Asia. After.charging that Indonesia 
..turned a blind eye to aggressive 
Soviet and Vietnamese activities it 
- noted that the US had deployed 
troops in South Korea and had a 
|... base in Subic Bay, in the Philippines: 
: “Does Indonesia also turn a blind © 
eye to this fact?” Under its former 
policy Peking had quietly welcomed 
| cand encouraged the US military 
г presence in the region as a counter 
Хо increasing Soviet military 


| activities. 


| AMATTER OF INTEREST 
China's largest land-holding in 
Hongkong — the controversial 
.- 1,200-acre Tinshuiwai site — has 
* been mortgaged to the Hongkong 


_ CAMBODIA 
The former Khmer Rouge leader, Pol Pot 


coalition une 2 2 ^. 


CHINA 
: The government lodged a protest with 
é ver the Vietnamese attack and cap- 


f a Chinese fishing boat off the Gulf of 


Xinhua- newsagency said (June 26). 
inister Huang Hua met his Spanish 
rt Jose Pedro Perez-Llorca in Ma- 


tnamese refugees who were im- 
month were arrested for 
ibed as abuse of hospitality 


) At enc 10 Teen were : wounded 











| and Shanghai Banking Corp. for an 


undisclosed amount since March 
1981. Sources said annual interest 
on the loan was around HK$300 
million (US$50.9 million). The 
Hongkong Government is expected 
to announce shortly a plan to 


| purchase this New Territories site 


from a consortium led by China 
Resources, Peking's trading 
corporation (REVIEW, June 18). 
The rationale behind the purchase 
is apparently to create a land bank 
— the government's first. The 
consortium will then buy back 
enough land to build flats for 
100,000 people. However, proceeds 
from the unprecedented land deal 
will not be sufficient to finance this 
development. 


-NOW ASK ME NICELY 


Prince Norodom Sihanouk may 


have been living in exile for the past- 


decade — apart from nearly four 
years under virtual house arrest in 
Phnom Penh when the Khmer 
Rouge was in power — but he still 
insists on protocol niceties. When 
the Malaysians first told him they 
would like him to travel to Kuala 
Lumpur from Pyongyang to join two 
other Cambodian resistance leaders 
Son Sann. and Khieu Samphan in 
signing a coalition declaration on 


by a gang of tribal extremtists in Tripura state; 
it was reported (June 25). Vishwanath Pratap 
Singh, the chief minister of Uttar Pradesh, re- 
signed assuming the responsibility for the 
massacre of 16 people by bandits in the state 
(June 28). Police announced the arrest of two 
leaders of a pro-Peking extremist communist 
movement, Azizul-Haque and Alok Bhat: 
tacharya (June.29). 


PAPUA NEW GUINEA 

Former prime minister Michael Somare's 
Pangu Party registered the most seats 
gained by one party in the general election 
(June 28). 


PHILIPPINES 
Five people were killed when 10 drunken 
government troops went on a shooting ram- 


page in a village in Camarines Norte-pro- | 


vince, it was reported (June 24). 


SINGAPORE 

The Cambodian coalition government pre- 
sident Princé Norodom Sihanouk arrived 
(June 27). ^ 


; SOUTH KOREA 
| when about soldierswenton arampage in | 


In a cabinet reshuffle Kim Sang Hyup was 
appointed prime minister, Kang Kyong Shik 
became finance minister, Bae Myung In be- 
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June 22, he said he w ju It go 
The problem reportedly wa tha 
had not been invited in the c 
manner. So, after à word of 
from an. Asean colleag 

Lumpur issued-a formal inv 
with such phrases as “honoured - 
guest,” which the colourful ^ 
Cambodian prince said he 
pleased to accept. 


HANOI KITE FLYERS . 
The Indochinese foreign mi 
meeting in Ho Chi Minh С 
July is likely to announce au 
partial withdrawal o 
troops from Cambodia, acc 
to Western embassy reports f 
Hanoi. It is understood th 
Vietnamese have let it be kne 
they have already begun redu 
troop, strength, Po by as 
0,000 men (R: 

25). Western analyst 
an attempt by Hanoi 
disd 
anti-Vietnaniese coalition 


-government set up on June 22 i 


the effect it will have onthe 
battlefield situation. It may als 
a way of reducing the cost of! 
men in the field during the wet 
season when the Vietnames 
little inclination їо laun he 


operations, 





came justice ministerand Suh 
over the ener, С 
Presbyterian. m 

Kim Yong Jin. 

cal Youth Council, 

and тош jail séntence 
being involved in an anii 
monstration mene so. 


THAILAND 
Foreign Minister Sitthi Sawetsila me 
Austrian counterpart Willibald 
na and’ discussed. Cambodia. an 
Thai relations (June 24), Prim 
Prem Tinsulanond said that h 
tion government would not st 
the surprise parliamentary def 


+ ment- Pep bill Қ атеп 


John Holdridge, 
dian border during his visit (June | 


| VIETNAM 


Three United States Ni 


| on by what was de 


fishing boat an Jun 

southern tip of Vietnam. it was repe 
(June 23). Hanoi denied that three Am 
naval. vessels. we A 


fishing boat (Jun 


















If the sudden resignation of 
aig as United States secret- 
of state on June 25 and his replace- 
is by George. Shultz had: happened 
nths ago, it would have derailed 
troubled China’ policies. 
Observers here believe 
or Asian accomplishment 

President Ronald’ Reagan 
imself m to а de: 






















iind saro b hs con- 
forces in Washington with Haig 


int communique on Taiwan being 
d between Washington and Pe- 
ary һаѕ уе! to be signed, 
acan be expected to assess Shultz 
ously before going forward. 

С ive Republicans in the senate 
expected, to take advantage. of 
eparture to try to tilt US policy 
| Taiwan's direction. This could 

ough to jog the negotiating table 
- critical moment. But since Vice- 
lent George Bush's visit to Peking in 
the White House itself is involved in 
conan dh uri centre. Dh con- 















leaders consider have been ignored 
the almost obsessive focus on Peking 
Haig's 17-month tenure. 
t the end of July, Asian leaders will 
а. series. of. official visits to 
i will allow Shultz at 
nge this focus, and if he can 
“signal new policy initia- 
к. ^. Indian Prime Minister 







gno: d only at the expense of Алы 
interests there. 









-ul Haq їп Кш will give 
Shult an opportunity to: balance Haig’s 
iplomacy towards Pakistan. with 
merican initiativesto encourage the pro- 
cess of Indo- Pakistan te 





nd Indonesian Presi- 
it Suharto comes in October. In Sep- 
the. newly formed Cambodian 
will make its debut at the United 













Nations General Assembly where the | 








The three visiting Asean leaders will 
probably express „scepticism about 
Washington's policies. They believe that 
the Reagan administration's official policy 
of supporting Asean is little more than a 
pretext for remaining passive in the hope 
of minimising differences over Indochina 
which could prove potential irritants in 


Washington's developing relations with | 


Peking. 

Lee and Suharto are thought by obser- 
vers here to look upon aid to the Cambo- 
dian resistance as. a test of Washington's 
concern for Asean, and the setting up of 
the coalition offers Shultz an opportunity 
to strike out in new policy directions in 
Southeast Asia where his predecessor's 
policies were considered inadequate. The 
US has said that while it will give moral 
and humanitarian support to the Cambo- 
dian coalition, it definitely has no plans to 
supply military aid. 

Shultz also has one major advantage: he 
comes in as Reagan's second secretary of 
state. This affords Shultz tremendous 
leverage to push his policies and appoint- 
ments in the debilitating political warfare 
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* Ris 





| administration r 


rendezvous 


which exhausted so much of Haig's energy 
and credibility. The- past four US prest 
dents һауе ай broken with their first sec- 
retary of state and could not afford to do 
SO twice. о. , 

Shultz is a Californiai on érvative, à 
so-called team player. nd a man known 
for promoting reconciliation. All these 
qualities. should prom опу in an 
iven with personality and 
power clashes. But. lik hultz hasa 
reputation as an ifi ernationalist devoted 
more to stability within-the Western al- 
liance than to the use trade as an 
economic weapon in the political: struggle 
against the Soviet Union, 






















A’ à veteran of the cabinet of бете: 
president Richard Nixon; іп which he 
held economic portfolios, апа an executive 
vice-president of Bechtel Corp.. a huge in- 
ternational construction company based - 
in San Francisco. Shultz fias cultivated 
leaders in-Europe: and Japan. Japan re- 
grets Haig's departure since it has re- 
moved one voice in policy circles trying to 
dampen increasingly publié; Pressure from 





As the three coalition leaders prepare to meet on Cambodian 


By Rodney Tasker 

Kuala Lumpur: Launched with the bless- 
ings of Asean and other non-communist 
friends, and already berated by Vietnam's 
party organ Nhan Dan as a "corpse," 
Cambodia’s new-born coalition govern- 
ment was last week preparing for its first 
rendezvous on Cambodian soil. The exer- 
cise was shrouded in seérecy, given the 
fact that Cambodia is occupied by Viet- 


namese troops anxious to ensure its 
prompt demise. 
Following the signing of a declaration 


forming the tripartite Democratic Kam- 
puchea coalition in Kuala Lumpur on 
June 22 (REVIEW, June 25), former pre- 
mier Son Sann, leader of the Khmer 
People's National Liberation Front, and 
Khmer Rouge leader Khieu Samphan 
flew back to Bangkok, and disappeared. 
Prince Norodom Sihanouk, the third 





member of the coalition — and its presi- 
| dent 


Started a tour of the other 











| soil, Vietnam warns that Pol Pot could re-emerge 


in 


countries and was due: К arrive. 
Bangkok on July 3. ^7. 
Doubtless the meeting of th hreé just 
over the Thai border; if it takes place, will 
be as symbolic as the signing ceremony in 
Kuala Lumpur. It is unlikely the trio will 
have any meaningful discussions on а gov- 
ernment programme. The coalition char- 
ter they signed cal us 1 
important decis 
sus the three disparate leader 
bly be able: to reach is on the need to dive 
ie fom’ their land: 



























jest: Preventing an erosion of su pol in 
the Uni Nations G f 








{һе Pentagon on Japan to increase defence 
-spending. But Japanese. Prime Minister 
Zenko- Suzuki nevertheless welcomed 


_ Shultz’s appointment, calling him an out- 


‘Standing statesman and a person who 
knew Japan well. 

Like Haig, Shultz's natural inclination 
will be to offset the isolationist and 


cüpied n by. the. Khmer Rouge. 

The coalition has beer described by 
Some observers as a sell-out tothe Khmer 
"Rouge. a move which lends amai 
ceptability to their Democratic 
puchea banner. But the other two factions 
. are privately confident that ‘they will gain 

: the 


Rouge, whom they both hate for the at- 
rocities the regime carried out against the 
Cambodian people while in power from 
75-19. Sann, with. his 7-9,000 troops, 
and hanouk, with far less, believe that 
oalition will encourage friendly coun- 
channel more aid to them — par- 
arly military assistance -— so that they 
‘can build themselves into a possibly unit- 
iable political force. 


is аршин is fuelled by Thai intelli- 
@ gence reports that the Khmer Rouge, 
with an estimated 20-30,000 troops; are not 


only having difficulties recruiting more | 


en, but are being hit by defections. 
ann, leader of the second biggest anti- 
‘Vietnamese resistance movement, claims 
‘that with his two generals, a number of 
colonels living overseas but willing to join 
him if he has a viable force and an exten- 
sive junior officer corps; he could quickly 
build an army of 20,000 if he could acquire 

the necessary weaponry: 
while. despite reports that Hanoi 





ideological tendencies of the president's 
other key advisers in pursuit of pragmatic 
and internationalist stances. Unlike Haig, 
Shultz's potential leverage over the White 
House and his generally smoother manner 
could make him more effective. 

The manner and timing of Haig's depar- 
ture have brought to the surface fears, 


is about to announce unilaterally a limited 
troop withdrawal from Cambodia, ‘the 
Asean countries expect little positive to 
emerge from the.coming tour of the region 
by Vietnamese Foreign Minister Nguyen 
Co Thach. Western diplomats in Hanoi 
reported that Thach plans to take as harda 
line as ever over Cambodia during his trip. 
According to these sources, he is also 
understood to be privately levelling more 
invective against the Thais, a departure 
from : Hanoi’s. previous stand. that 
Bangkok was being manipulated by China 
and the United States. 


» Ton Long writes from Washington: 
The coalition has been dismissed by Viet- 
nam as not representing any really new 
development. Radio Hanoi said it is "still 
within the framework of- dp 
Kampuchea" and, as such, "apt to be 
dominated by the Pol Pot aie” 

The wording of the agreement on the 
coalition no:doubt convinced the Viet= 
namese leadership that the three Khmer 
factions remain deeply suspicious of one 
another. The radio noted that the accord 


had to emphasise that each of the trio | 


would have equal power and keep "intact 
their own organisations, political status 
and freedom of action." And Nhan Dan 
predicted that the “troika . . 
passengers to failure." 


. will take its | 


Europ 

tation and incoherence at t 
Reagan administration’ s c 
e Heg wigs in the m 





_by the establishment | 
Vietnamese do not. ap 
lowed it to alter their policy 
Бофа іп any way. Nhan Dan rea 
that the situation in Cambodia ca no 
reversed. 

The Vietnamese media noted wit 
faction that the dwindling supp 
Democratic Kampuchea retaining 
bodia’s seat in the UN has necess 
hasty manoeuvring from Аѕсатап 
to pressure the three Khmer group 
an uneasy coalition, “without. res 
their basic differences.: Е 

Suspicious as ever of China, У 
sees the formation of the coalition 
latest attempt by the Chinese Ge 
ment to bolster the image of their proteg 
the Khmer Rouge. Hanoi pointed o 
the three Khmer groups received 
proposals for their portfolios i 
tion at the Chinese Embassy in B. ngkok 

Convinced of China's. léa 
bringing about the ova 


| the fact chat the A 
iin along with Chi 





| tries аа théit - govern 





who o idv Asien 
cabinet on matters of principle. 
hérs, however, Haig did not 
t гохег any specific issue, but in 
otest against foreign policy direction. 
Furthermore, he indicted Reagan by 
implication for not providing the political 
ntext which. makes a coherent foreign 
icy possible. "I believe we shared a 
w of America's role in the world . 
d agreed that consistency, clarity and 
feadfastness of purpose were essential to 
ess,” he said in his letter of resignation 
teagan. Haig was forced to resign, he 
when.it became clear to him that 
ign policy was shifting. 


the Middle East, the Falklands and 


| talks with the Soviet Union. China ha 
significant role to play in any of these af- - 


"fairs. 


rican relations were soured by the Taiwan 
problem, Not only Haig but also Bush and 


found their visits here concerned. mainly 
with this unhappy topic. 

Nonetheless, the Chinese approved of 
Haig's orientation towards Nato and his 
role in Reagan' s policy of rebuilding Ame- 
tican military superiority vis-a-vis the 
Soviet Union, and restraints on Soviet- 
American trade and technology transfer 
in response to Soviet actions in Poland and 
Afghanistan. A recent cartoon in the Eng- 





imer 5 Рапди Party seems certain to regain power, 
aces an uphill task in spurring economic recovery 


Moresby: Economic recovery will 
о be the main thrust.of Papua New 
s new government which now 
ertain to be headed by former 


of the general. election results-de=-+- 


by June 28, Somare’s Pangu Party 
head of its rivals. 

ough some of the party affiliations 

сму elected members remained un- 

he likely tallies were: Pangu Party, 

ational Party, 12; United Party, 10; 

le's Progress Party, 10; Melanesian 

nce, 8; Independents’ Group, 8; 

a Besena, 2, and independents 11. 

lection. has seen the former -de- 

nce force commander, Brig.-Gen. Ted 

step into the front line of politics. 

s T lependents’ Group. did unexpec- 

Il, winning eight seats. But he also 

enly inherited the highlands-based 

onal Party, following the defeat of the 

y's leader and outgoing Deputy Prime 

inister Iambakey Okuk. Diro himself is 

Papua, where the region's previous 


jor regions in the country. But Sondre, 
the country to independence dur- 
od as prime minister from 1972- 
eady.claimed victory on June 
day after vote-counting began. So- - 
‘Pangu will definitely be. th 
government" — but 


-—À- 


coalition with independent MPs. This is 
one option, the other being to invite 
another party to join in a coalition govern- 
ment. 

As in the last general election, a sub- 
stantial proportion of the sitting members 
— from government and opposition alike 

— lost their seats. They include the three 


Josephine Abaijah and the country's first 
woman cabinet minister, Nahau Rooney, 
whose jailing for contempt of court was a 
factor leading to Somare's ousting two 
years ago. No women have been returned 
this year-- 


Sunisinsly, the next, parliament. will 
include an increased number of MPs of 
European origin: sitting members Neville 
Bourne, Warren Dutton, Karl Stack and 
Barry Holloway have been returned. And 
they are joined by two former members 
from colonial days, Harry Humphries and 
Dennis Young. But the most significant 
new entry is that of highly educated 
former public servants. Among those who 
can expect top jobs will be: Tony Siaguru, 
Somare's right-hand man and former sec- 
rétary for foreign affairs; | Rabbie 
Namaliu, former chairman of the Public 
Services Commission; Phillip. Bouraga, 
| former head of the prime minister's de- 
partment and police chief, and John Nil- 
| Kare, the man. who defeated Okuk in 
| Chimbu. 

b. Okuk, whose departure, robs parlia- 
| ment of one of its most colourful and 
forceful personalities, said he would do 
everything he could to win support for 





ighland on did a highland- 





Throughout Haig’ s tenure, Sino-Ame- | 


US Senate majority leader Howard Baker | 


women members: Waliyato Clowes, 





Diro. Okuk said that if the people of the. 


friendlier selation ip. 
Union.: Already. 
dropped. thei 


licy go on de e 
are no longer so 


ticular is an iot ; 


position to. dé najor 
differenc | у mong high- 
lands politicians, which O r 

ing, has fallen apart — and i 

ship.is most likely to come, 

from the coastal region 

and the New Guinea isla 


teristics to Okuk, including: decisiveness 
and straight- talking. And he said he would 
be with the National Party “body and 
soul.” Не. disbanded his Independents 
Group at the same бте. Chan was disap- 
pointed that the electorate had not given: 
his candidates the credit for two years of 
good government. 

But it is clear the grim state of the econ- 
omy was a significant factor i in voters opt- 
ing for a return to Somar 
founding father. Somare said the state of 
the economy had been the keynote of his 
campaign. He said he had not, as:Chan 
claimed, capitalised on the collapse of 
commodity prices, but had used the op- 
portunity to pass on some political ‘educa- 


He said he was pleased that this election 
had confirmed that the party system had 
taken a firm hold. “No one thought this 
would happen," he sai 
ginning toseet 1 
is coming into reality,” Somare c 

"We [the Pangu Party] had a better party 
machine than the. others. 
We have set up 65 party branches. Мона. 
out the country since we left р 


tive. We have spent more en Kina 
500,000 [US$700; Uo onthe campaign — 
which came from 

a small invest 

tate.” 


lic recovery, addin ‘that he 


| would restore projects. aime 
t substitution Somare also. in 


Would be talkin 
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The Banker Trust ompany philosophy: 


Excellence is achieved only through Excellence, in any endeavor, is based 


д E с on superior performance, day іп and 
consistency and innovation. day out. And continued success is 
achieved only when like-minded pro- 
fessionals combine their experience 
and ingenuity in such a manner as to 
And teamwork. каў ince 
It is an accomplishment which 
requires common purpose sparked with 
rare determination. A drive that pro- 
vides the ability to perform consistently 
under pressure. Teamwork. These are 
parts of a real-life philosophy. A philos- 
ophy which yields handsome rewards. 





Common purpose and teamwork: 
how they work for you. 


A major construction and engineer- 
ing firm recently worked with Bankers 
Trust to evaluate the advantages of 
refinancing part of its revolving bank 
credit in a special way. What they 
needed was a creative finance package 
that gave them the flexibility to access 
a range of money markets at the most 
advantageous interest rates possible. 

Working closely with our Corporate 
Financial Services professionals and our 
World Corporate bankers, Bankers 
Trust's Resources Management special- 
ists structured and placed an issue of 
privately placed promissory notes. 


Subsequently, the company appointed 
Bankers Trust as co-agent in its tradi- 
tional commercial paper program. The 
two financings, which totalled hun- 
dreds of millions of dollars, met the 
needs of a customer with unusually 
high standards. 

Highly skilled people from Bankers 
Trust's worldwide service network were 
brought together to work as one, care- 
fully guided by one of our experienced 
relationship managers. Someone who 
never forgets the awesome potential of 
people working diligently toward a 
common purpose. People inspired by 
the pursuit of excellence. 


This is just one example of the kind 
of performance into which our philosophy 
translates. Performance which makes 


Bankers Trust stand out in our indus- 
try. And the kind of performance which 
helps make our clients first in theirs. 


È 


Bankers Irust 
Company 
Worldwide 


An international banking network in 


35 countries. 
280 Park Avenue, New York, N.Y. 10017 


Member FDIC © Bankers Trust Company. 
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Kobe Steel offers a full array of projects, products and services that 
help countries grow, develop and prosper in a big way. 
Like starting from scratch and creating plants. 
Furnishing technological know-how. 
Or supplying the essentials for growth industries. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 
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MALAYSIA 


A Draconian defence 


Malaysia's home minister lays down the security law — and 
makes it clear that convicted prisoners are not for adoption 


By K. Das 


Kuala Lumpur: In an unprecedented 
public relations exercise late last month, 
Malaysian Home Minister Datuk Musa 
Hitam defended Malaysia's tough security 
laws before an audience comprising the in- 
ternational press and most of the ambas- 
sadors in Kuala Lumpur. Although most 
of his audience regarded it as a case of de- 
fending the indefensible, the minister, 
who is also the deputy prime minister, 
made a brave showing — not by attempt- 
ing to justify the Draconian nature of the 
laws which allow for the detaining of sus- 
pects without trial and make the death 
sentence mandatory for certain offences, 
but by explaining why the laws are cur- 
rently absolutely necessary. 

In many ways the defence was as old as 
the communist insurgency which began in 
1948 and inspired the British to promul- 
gate the euphemistic Emergency Regula- 
tions to handle the "emergency" which 
dragged on for 12 years. Under those 
regulations, as under the present Internal 
Security Act (ISA), which was passed in 
1960 to replace them, the penalty for pos- 
session of unlicensed firearms was death. 
The difference, however, is that under the 
current act, the sentence is mandatory and 
a judge has no option even to consider 
mitigation, The classic example of a 
judge's dilemma over the law came in 1977 
when the High Court of Penang was com- 
pelled to pass the death sentence on a 14- 
year-old boy (REVIEW, Sept. 9, 77). The 
boy was later granted a royal reprieve. 

Judges may, and often do, dismiss ISA 
cases, but to the dismay of lawyers and 
other educated members of the communi- 
ty, the accused have invariably been re-ar- 
rested at the very exit of the court. 

Musa, who patiently answered persis- 
tent questioners, said the purpose of the 
press briefing was to clarify certain points 
which arose, in his view, out of misun- 
derstandings about his government's re- 
cent offer for ISA detainees to be adopted 
by interested parties abroad. 

There is a campaign under way by the 
Federation of the United Kingdom and 
Eire Malaysian and Singaporean Student 
Organisations (FUEMSSO) to allow a 
Singaporean, Tan Chay Wa, to be offered 
for adoption. Tan, a farmer, was arrested 
in 1979 for possession of firearms and tried 
in January 1981, convicted and sentenced 
to death. He is now in death row in Pudu 
jail, Kuala Lumpur. 

While the FUEMSSO's London-based 
appeal was to spare Tan as well as other 
untried ISA detainees, its long, emotion- 
charged telegrams to Prime Minister 
Datuk Seri Mahathir Mohamad and 
Malaysian community leaders revealed 
that only one organisation had come for- 
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| ward to adopt a convicted ISA detainee — 


a French ecumenical human-rights group 
known as CIMADE. The FUEMSSO also 
said in a circular letter addressed, among 
others, to this correspondent that the Bel- 
gian Government had offered to issue Tan 
a visa to travel to Belgium. 

Musa, without referring to - the 
FUEMSSO, the Belgians or to Tan, 
explained that there was no question of of- 
fering for adoption any convicted person 
charged under the ISA. He made a care- 
fully formulated distinction between those 
detained without trial under the act and 
those actually charged and convicted. 
With supplementary answers provided by 
some of his top aides, including Inspector- 
General of Police Tan Sri Hanif Omar, he 


g 
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made it clear that the campaigners 
for clemency in various foreign capitals 
were wasting their time. It must have been 
abundantly clear to the diplomats present 
that their governments’ intervention in 
ISA cases would be futile. 


hose detained without trial, he said, 

were those who could not be brought 
to trial. The evidence, unlike that against 
those who were tried, was not sufficient to 
prove offences under existing laws. They 
were detained on suspicion when the 
police were satisfied, after lengthy investi- 
gation, that their continued freedom 
would constitute a threat to public order 
and security. Despite repeated questions, 
however. neither the minister nor his 
aides would spell out precisely what the 
evidence constituted beyond saying that it 
was evidence with which the authorities 
were satisfied. 

By implication, however, it is now clear 
that the government felt that these de- 





: contusion over detainees. 





tainees were a nuisance and could neither 
be put away and forgotten (thanks to the 
various human-rights campaigners at 
home and abroad) nor legally disposed of 
(thanks to the legal and judicial systems 
which demand proprieties which even à 
government with a powerful majority in 
parliament cannot ignore). 

Musa's public relations exercise, there- 
fore, could do little beyond taking a stand, 
and the position he took was the old one 
taken by the British in 1948 and by succes- 
sive home ministers in independent 
Malaya and later Malaysia: there is a 
threat to security and normal laws cannot 
adequately cope with it. 

To back the argument that extraordi- 
nary times and situations demand extra- 
ordinary legal machinery, Musa cited the 
Northern Ireland troubles which began in 
August 1969. The killings there still go on, 
he pointed out, while the race riots which 
broke out in May of the same year in 
Malaysia were brought under control 
within weeks and the killings had stopped 
altogether by July. The difference, as he 
saw it, was that the Malaysian authorities 
took a very tough stand against elements 
inciting the troubles, imposed curfews and 
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used emergency legislation that even sus- 
pended parliament. Security measures, he 
said, were harsh and included detention 
without trial. He noted that more than à 
decade after the Irish problem began, the 
British Government was adopting 
methods such as internment without trial 
— a critical yardstick by which Western 
liberals measure human rights. 

Musa's own record on the ISA is un- 
clear. It is true that within days of his be- 
coming home minister, 22 detainees were 
released out of a total of 540 in prison 
camps, but the picture is still confusing. 
Since 1969, some 3,500 have been held 
without trial. By 1975, about 2,000 had 
been released — including such notables 
as current opposition leader Lim Kit 
Siang, arrested in the aftermath of the 
1969 riots. In 1975, following the fall of 
Saigon and the spate of bomb attacks in 
Kuala Lumpur and police killings in urban 
centres, hundreds were detained again. 

According to the home minister, 726 
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У A OR Party MPs, was cree 
n of a new liberalism in the land. 
as since signed release papers for a 
"146 detainees, including. trade 
„М. Rajah who had been held for 
€ than 11 years. But the number of de- 
ees did not go down from 540 by 168: 
re are still; according to Musa's fig- 
detainees, indicating thatat least 
en detained since July 1981. 
public knowledge that a jour- 
га manager of the Malay tabloid 
wete arrested and released in the 
. Several members of an extremist 
ious organisation calling itself Crypto 
-also' arrested in this period. The 
‘chief who was at the briefing also 
mber of Communist Party of 
erillas had surrendered (though 
vould not give figures or (ASSI and 









By Shim Jae Hoon 
Seoul: President Chun Doo Hwan has car- 
ried out yet another cabinet shake-up, the 
sixth this year, to shore up the sagging cre- 
dibility of his government in the wake of 
the financial scandal which led to the jail- 
ing of his wife's uncle. Yoo Chang Soon, 
sworn in as prime minister only five 
months ago, has been replaced by Kim 
Sang Hyup, 62, president of Korea Uni- 
versity and a former education minister. 

Vice-minister of finance Kang Kyong 
Shik, 46, moved to replace finance minis- 
ter Rah Woong' Bae, whose resignation 
had been anticipated for some time. Al- 
though Rah was never directly involved in 
the multi-million dollar kerb-market scan- 
dal (Review, May 28), his portfolio has 
administrative control over the banking 
sector. Rah thus stepped down, assuming 
moral responsibility for the scandal. 

Bae Myung In, 50, former deputy pro- 





y | secutor-general, replaced Chong Chi Kun 










activities and eit pros- 
ed o anisations which’ had- the 
: of toppling” the Ёё 
the use of force. 3 
home minister also répiented the 
aordinary position that the ISA was 
ctified by parliament which had the 
indate of the people, implying t 
indate was a blank cheque which politi- 
ns-coul as they please. The new 
x liberal mood notwithstand- 
this perception of the rights of powers 
“parliament disturbs. people here as 
ich as the ISA itself. The most startling 
ifestation of the way. the*^mandate is 
n is the offer to foreign countries to 
opt Malaysian citizens whom the gov- 
ment says (without proving it to the 
ler) аге undesirable. 
In the light of the government's pe rcep- 
what a mandate means, campaigns 
odies.as the FUEMSSO appear 
be political; They not only con- 
one the power arrogated by the govern. 
nt to dispose of citizens 45 it pleases. 
ut by asking to adopt Tan-after convic- 
on under law, ‘they: call upon the execu- 
ive to exercise | suttionity-: over -- the 
üdiciary. | 
There is sympathy fora man 1 like Tan 
re, not because there is: proof that he is 
innocent but because there i is doubt about 






























‘nately neither the campaigners who want 

im freed not the government appear. to 
be interested in pri eh aid he D. 
iwar, of УМ the | 










| by the US, Asean members nd others os- 


as justice minister. Chong's replacement 
caused almost no surprise. He has been 
widely criticised for mounting.an unsatis- 
factory investigation into the financial 
| scandal, provoking charges that he tried to 
reduce the political embarrassment to the 
Chun government. 

Harvard-educated Suh Sang Chul; 47, 
rose meteorically from vice-minister of 





| 
| 
VIETNAM 


By Ted Morello 
New York: The attack by the United 
States and its allies on United Nations ás- 
sistance to Vietnam's rail network was 
blunted in tough negotiations in Geneva, 
but in the process the UN's development- 
aid agency, already reeling from a severe 
shortage of funds, has suffered another 
blow. 

Debate over the modest but politically 
explosive US$2 million project dead- 
locked the four-week spring session of the 
UN Development Programme's (UNDP) 
governing council almost until adjourn- 
ment on June 18, and stalled approval óf 
nearly US$543 million for the Asia-Pacific 
region for the 1982-86 spending cycle. 

The Vietnam project; intended to re- 





try's battered railway system, was resisted 


| то restore the government's credibility following the kerb-market 
scandal, Chun makes his 11th cabinet change in 22 months 


























construction to energy and resources 
minister. He joined the government five 
weeks-ago, having had various advisory 
functions while teaching at Korea Univer- 
sity. Не represents a new class of techno- 
crat with foreign academic qualifications 
which 15 now entering the administration. 

There have been 11 full or partial 
cabinet changes since Chun's first govern- 
ment in September 1980. Chun pledged to 
introduce what he described as politics of 
responsibility, meaning that the cabinet 
would be accountable for its actions. The 
revolving cabinet door shows that Chun is 
holding to this pledge. His predecessor 
Park Chung Hee, on the other hand, ig- 
nored inadequacies and disliked changing 
his ministers. 

Chun has faced a series of embarrassing 
setbacks since the beginning of this year. 
A collapse at a subway construction site in 


| Seoul in April killed 10 workers, raising 


doubts about government supervision of 





public-works projects. On April 26, a 
policeman killed 56 people in a drunken 
rampage in" Uiryong county — 265 kms 
southeast of Seoul — leaving the govern- 
ment looking as if it was incapable of en- 








habilitate the southern sector of the coun- 


forcing discipline in the police. 
But the kerb-market scandal’ could 
prove the most damaging. It broke in Мау 





Shunted to compromise 
Following strong opposition from the US, Asean and others, UN 
aid to a Vietnamese railway project is cut Бу! more than half 


nent outweighed technical assistance, 
which is the UNDP's mandated field of 
operation. The opposition was, however, 
part of the pressure being exerted to force 
Vietnam to withdraw its 180,000 troops 
from:Cambodia. Opponents of the project 
feared that improvements to Vietnam’s 
rail network would strengthen the troops’ 
supply line be (RENEE ; May 21). 














maintenance: training on 
locomotives: for 100° Viet- 
i | lex at Chi Hoa, 














of the US$2 snillion originally’ budgeted 
he The balance will 






: further pressure; Yoo: replaced; Kim Joon Sung: survived. 





when a former MP, Lee Chol Hee, and his 
wife, Chang Yong Ja, were charged with 
fraud in connection with the alleged mis- 
handling of up to Won 711 billion (USS981 
million) in loans to and promissory notes 
from various South Korean companies. 
Most of the transactions occurred in what 
is known in as the kerb market, a private 
and unofficial source of credit. 


Į: was only in the wake of this scandal, in- 
volving Chun's wife's uncle, retired gen- 
eral Lee Kyu Kwang, that a real political 
crisis was perceived. The public has been 
left wondering where some of the money 
went. Opposition critics have charged that 
it could have been used in political slush 
funds by Chun's Democratic Justice 
Party. 

The scandal will have a court sequel. A 


with Vietnam. The bilateral donor will 
provide equipment and material, includ- 
ing workshop buildings and project of- 
fices, plus administrative support services 
and local transport. 

The compromise gave UNDP adminis- 
trator Bradford Morse the go-ahead to 
send a technical team to Vietnam to 
survey specific needs and report back. 
In its wake approval was also given for the 
US$543 million for 11 Asia-Pacific coun- 
tries: Burma, China, Cook Islands, Fiji, 
India, Malaysia, Pakistan, Samoa, Singa- 
pore, the Solomons and Thailand. 

But the arrangement for the railway in- 
volving the UN and Sweden is another 
example of multi-bilateralism which is 
anathema to the UNDP. the voluntarily fi- 
nanced aid-coordinating agency of the UN 
system, whose annual total expenditures 
are approaching US$1 billion. A UNDP 
aide told the REVIEW that the multi-bilat- 
eral practice is spreading and jeopardising 
the agency's solvency and effectiveness. 
He explained that instead of contributing 
to the UNDP's multilateral fund, govern- 
ments increasingly are channelling foreign 
development aid bilaterally. 

In a draft speech prepared for delivery 
in Geneva on July 8to the UN's Economic 
and Social Council, Morse complains of 
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total of 28 people have been charged with 
offences ranging from violation of the 
foreign-exchange law, to fraud, to embez- 
zlement and bribery. Minority parties are 
unwilling to accept the latest cabinet re- 
shuffle as the final leaf in the scandal's 
book. 

They are using the situation to press 
Chun to relax his control, demanding the 
release of jailed students, more press free- 
dom and the reinstatement of opposition 
figures banned from political activities 
under the law. Political relaxation was a 
chief topic when minority party leaders 
lunched with Chun on June 16. Now they 
are calling on the government to discuss 
concrete steps in that direction. 

The choice of political scientist Kim as 
premier has been widely welcomed: not 
only is he the first prime minister to come 


the new tendency among major donors 
"to withhold continued interests in sup- 
port for multilateral development 
mechanism.” Asserting that bilateralism 
is undermining the UNDP’s central role, 
he adds that such “long-festering pro- 
blems have now come to the surface” and 
must be dealt with “concretely and 
energetically if [the] UNDP is to continue 
its central funding, coordinating and ser- 
vice role for the international develop- 
ment community.” 

The Morse text adds that one result of 
this is that voluntary contributions to the 
UNDP for the five-year cycle beginning 
this year will fall 38% short of the goal for 
resources to be allocated. This means a re- 
duction in programmed expenditures to 
US$550 million — almost US$100 million 
less than in 1981. The growth target for 
voluntary contributions has been an op- 
timistic 14%, but instead pledges dropped 
6% last year. 

In an effort to score political points, the 
Soviet bloc has always taken the bilateral 
road to foreign aid, as it does in Cam- 
bodia, for example. The difference in 
today's trend, a UNDP official explained, 
is that multilateral aid "is getting the 
thumbs-down treatment from mostly 
Western, traditional donor countries.” 
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from Cholla province (he was born near 
Kwangju where an anti-Chun insurrection 
erupted in May 1980), but he is widely re- 
spected for his ability to weigh the political 
mood of the country. He is not expected to 
ride on Chun's coat-tails — it is recalled 
that he turned down an offer of the pre- 
miership from Park on the grounds that 
the president would not rescind politically 
restrictive emergency decrees. 

The Constitution limits the premier's 
job to implementing guidelines and 
policies set by the president and coor- 
dinating the work of the cabinet, so it is 
too early to predict how effective Kim will 
be. Given his reputation, however, much 
is expected of him and he is under pressure 
to yield on some opposition demands. Stu- 
dents whom he taught seek the release of 
jailed campus demonstrators. Opposition 
MPs said they will be watching to see if he 
holds to his declared commitment to 
democratic goals. 

Some consider that Kim's credibility 
would be damaged if he took too long to 
meet the demands. And he is aware of 
widespread anger among the public over 
the kerb-market scandal which has dam- 
aged the government's credibility. On his 
appointment, he said: “My job is to break 
down walls [of mistrust], to soften edges 
where they exist, to speak out on issues 
that need reasoning." 

Economically, however, the | new 
cabinet is deviating considerably from the 
established policy goal of keeping money 
supply tight and fighting inflation. Four 
days after Yoo's departure the economic 
planning chief and Deputy Prime Minister 
Kim Joon Sung — who survived the 
shake-up — announced a sweeping busi- 
ness-stimulation package. 

This lowered the prime and other in-_ 
terest rates, cut corporate taxes from 
1983, extended other tax benefits and 
eased the brake on money supply. While 
the anti-recession moves will provide a 
tremendous boost for business conglom- 
erates crippled by high gearing, they mean 
that Chun has virtually abandoned one of 
his prime goals — seeking economic 
growth within a framework of stability. 
The package could prove to be a political 
liability in the months ahead. 
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A time to make up 
India moves to improve ties with the US, China and 
1 ^ Pakistan while sticking to friendship with Moscow 


By Nayan Chanda 

New Delhi: India, long seen as tilting 
— heavily towards the Soviet Union, has 
__ begun to mend its fences with Moscow's 
_ two arch rivals — the United States and 


_ tortuous and slow-moving dialogue with 
Pakistan — the two countries have fought 
three wars since independence in 1947 — 

— fo normalise relations. 

— — Washington's decision last year to 

— - renew large-scale arms sales to Pakistan 

put a damper on Indo-US ties but New 
lhi is warming to the US again. In an in- 

ы terview with the REVIEW, Indian Foreign 

— Minister P. V. Narasimha Rao said that 


‘Prime Minister Indira Gandhi's impend- - 


= ing visit to Washington “will be an impor- 
— tant landmark." 

- —— Sources here say that India has come to 

— realise that the Soviet forces are in Af- 

ghanistan for a long stay. Given the mas- 


MY 
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operation with India. New Delhi, too, 
feels that relations could improve while 
talks continue on the border issue. 

Rao told the Review that “relations 
can truly be called normal" after the reso- 
lution of bilateral problems. He added 
that while there were some divergences 
with China on some international issues, 
India saw eye to eye with Peking on the 
question’ of South Africa, Israel and 
North-South relations. Excerpts from the 
interview: 


There is a feeling in foreign capitals that 
there is a qualitative change in Indo-US 
relations, especially in view of Mrs Gan- 
dhi's planned visit to Washington. Would 
you like to comment on that? In January 


We hope that will come when the visit 
[by Mrs Gandhi] takes place. All matters 
will be discussed. And we hope the under- 
standing of each other's position will im- 
prove. When the visit takes place we hope 
to find a greater appreciation of India's 
apprehension by the American side. 


What are the irritants in Indo-US rela- 
tions? Are the US arms sales to Pakistan 
still an issue? 

It is not surprising that the two countries 
should have their own views, sometimes 
similar and at times somewhat different on 


‘important international questions. Such 


divergences in views could at times have 
their impact on bilateral relations, But to 
use the word irritants in describing such 
differences would not be correct. 

The induction of sophisticated military 
hardware from [the] US into Pakistan is, 
in our opinion, one such issue. Our experi- 
ence in the last three decades of what 
Pakistan has done with such weapons, has 
not been happy. Since these very real ap- 
prehensions on the part of India do not 
seem to find appreciation on the Ameri- 
can side, the differences on this issue tend 
to get accentuated. 


_ Sive imbalance between Soviet power in 

—— Afghanistan and the defence capabilities 
| of Pakistan, Islamabad may either end up 
. accepting the Soviet fait accompli or face 

_ Soviet-inspired instability. Neither of the 
= scenarios can be comforting to India. Dur- 
- ing her talks with US President Ronald 
— — Reagan in Cancun last October and in let- 
_ ters exchanged between the two sub- 
— sequently, Mrs Gandhi is reported to have 


In a statement last year you described the 
Soviet Union as “a strong Asian neigh- 
bour with ing and sympathy 
for India's policy and aspira ." Do 
India and the Soviet Union have conver- 
gent views on all international issues? 
Relations between India and the Soviet 
Union have shown their strength and 
mutually beneficial character over several 


— conveyed India's concern about the Soviet 
. presence so close to home. 
— Having initially opposed the US arms 
sales to Pakistan, India later softened its 
= stand. During his trip to Pakistan last year 
. Rao acknowledged Pakistan's right to 
_ modernise its defence capability — an im- 
_ plicit acceptance ofthe US arms sales. The 
only major objection that India still has is 
over the sale of advanced F16 fighters in 
_ the US package. New Delhi fears they 
| could be used to mount sneak strikes at 
- India's nuclear installations. 
However, now that the sales have been 
_ approved by the US Congress there is lit- 
. tle New Delhi can do at this stage other 
_ than seek US understanding for its con- 
_ cern. Asked if he has noticed any change 
in the US position on arms sales to Pakis- 
tan, Rao said India hopes relations and 
understanding of each other's position 
would improve after Mrs Gandi's visit. 
On the question of relations with China, 
Rao indicated a flexibility that has also 
characterised the latest Chinese position. 
In the past, China had suggested: that the 
thorny problem of the disputed border be 
left aside and bilateral relations improved. 
India, on the other hand, held that rela- 
tions could not improve beyond a certain 
point without resolution of the territorial 
dispute. However, China now seems to 
ise the importance of settling the 
border issue in developing bilateral co- 


E. 


CE Es. $ 
Rao: ‘different perceptions.’ 


1980 Mrs Gandhi said that the US had left 
India out of its global strategy. Have you 
detected any changes since? , 

India's relations with the United States 
are wide-ranging. They are also complex, 
which is but natural given the diversity of 
their historical experience and geopoliti- 
cal background. The two countries do 
have different perceptions on some inter- 
national issues. Nevertheless, they have 
maintained a tradition of dialogue at vari- 
ous levels and the forthcoming visit of the 
prime minister of India to the US will be 
an important landmark in this process. 

The prime minister of India and the pre- 
sident of the US have been in correspon- 
dence with each other [on matters of inter- 
national concern] and have attached con- 
siderable value to such exchange of views. 
The prime minister has had a meeting with 
President Reagan at Cancun and her 
forthcoming visit to thé US will provide a 
useful opportunity to bring about further 
improvement of mutual understanding 
between the two countries. 


decades. The Soviet Union has cooper- 
ated with India in strengthening the indus- 
trial and economic infrastructure of our 
country at a time when not many other 
countries were prepared to share their 
technological expertise with us. [The] 
Soviet Union has shown an understanding 
and respect for our important foreign- 
policy concerns. India is a non-aligned 
country committed to judging issues on 
their own merits independently and to the 
promotion of national freedom, peace and 
understanding in the world. In this context 
it is important to recall what our prime 
minister has repeatedly emphasised, 
namely, that it is the Soviet Union that has 
voted with India in international forums 
on issues falling within the ambit of the en- 
deavours I have just mentioned. 

It would be evident to all that no two 
countries in the world can possibly have 
convergent views on all international is- 
sues whatever the closeness or warmth of 
their relations. In fact, even the same 
country has to modify its views and at- 
titudes with changing situations, keeping, 
of course, its basic policies intact. What is 
important is that differences in views and 
perceptions are understood and respected 
and not made points of illwill. 


You say no two countries can have conver- 
gent views on all international issues. Is 
the Falklands crisis one such issue on 
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construction and 
extends its capabilities 
resources, expetience, 
xpertise to meet the 
Affirming its ability to 
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“soit it is in (55 very nature of 
it we don't have tà agree on all 






| M, in astatement before parlia- 
nt, you expressed pessimism about 
iting the Soviet role in Afghanistan. 
ou think that the Soviets are there for 
ig Stay? 

he Soviet role in Afghanistan cannot 
divorced from its total context of 
olitics, interests and various forms of 
nce and interference, At the same 
have repeatedly made it clear 
publicly and in our discussions with 
leaders that we аге opposed: to a 
агу. presence in any country. 
ге always been in favour of political 
ns atrived at through the process of 






ed parties and aimed at safeguarding - 
sovereignty and non-aligned status of 
country in question. 

We had been saying this, even when 
ost countries were busy stridently con- 
mning the Soviet military presence, 
umably for the sake of condemnation: 
alks under way in Geneva through 
good offices of the UN secretáry- gen- 
Fare a confirmation of the correctness 
our stand. The time scale and moda- 
of the withdrawal of Soviet troops 
m Afghanistan depends on the process 
d outcome tof ihg negotiationss: 




















hat is standing in the way of India’ s im- 
ement of relations. with. Paki 


i foreign minister's visit in January this 
"we had exchanged views about 
al guarantees of non- -aggression, We 
d also agreed to the setting up of a joint 
mmission. Unfortunately, the atmos- 
here for the continuing dialogue was vit- 
ated by certain statements and actions of 
he ` Pakistani Government. However, 
] prime minister sent a letter to Presi- 









ed hopes for resur ving the dialogue. 
. , Pakistan, like any other sovereign coun- 
, hasthe right to 
gitimate self-defence. Howevér, when 
Pakistan goes in for a massive acquisition 


‘of highly sophisticated armaments, it be- 


comes a matter of legitimate concern for. 


‘India. The question that becomesrelevant | 


eful negotiations between the con- | 





side. That obviously leaves Indi 
they have clearly said so, too. 


Taking that as the premise, the type and 
quantity of armaments which Pakistanis 


to obtain from the United States and other 
sources are, to our mind, much in excess 
of legitimate self-defence purposes. Then 
there is the question of "strategic consen- 
sus," asserted by the donor and denied by 
the recipient, so that India has to draw the 
right conclusions in her own interest. 
However. | would refrain from further 
comment, since. we are to résume our 
dialogue and all matters of mutual interest 
and concern will naturally be covered. 


What were tlie results of the last round of 
Sino-Indian talks on the border problem? 
Do you think India can develop coopera- 
tion with China while the talks to resolve 
the border dispute continue? How would 
you react to. the suggestion that a de- 


-militarised zone be created in Aksai Chin 


as a prelude to the settlement of the bor- 
der question? 


Two rounds. of talks between officials | 


have been held so far. In the last session of 
talks the two sides addressed the differ- 
ences between them. on the boundary 
question more directly than it has been 


| possible to do for two decades. The talks 





were held in a cordial atmosphere and 
each side expressed its views in a frank and 


friendly way. The talks are t0 be con- | 
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As far as specific. 
tion of the boundary: 
cerned, both sides have expressed their 
views in some detail. Among the pos- 
sibilities explored with the Chinese side is 
the full пире н де of the [1962] Co- 
lombo proposals. Various ideas are under 
consideration and cannot, therefore, be 
debated publicly: а this: stage. 


In your discussion with the Chinese on in- 
ternational issues, is there any area of 
agreement or is it mainly disagreement? 
Well, we-are in agreement on certain 
matters like South Africa, Israel, the 


| Third World, the North-South [dialogue]: 


There are some matters. of disagreement 
also. I don't have to pinpoint them. 


Would you comment on the report that 

` Vietnam has told India that it would soon 

withdraw part of its troops from Cam- 

‚ bodia unilaterally as a proof of its good- 

will? In the light of your recent contacts 

with Vietnam and some Asean countries 

how do you see the chances of a political 
settlement in Cambodia? 

When-T visited-Hanoi and Bangkok in 


A soldier's social order 


Erghad elaborates on an institutional role for the armed 
forces in running the affairs of the nation 


Ву S. Kamaluddin 


Dacca: Bangladeshi strongman. Lieut- 
Gen. Н. M. Ershad has hinted at power- 
sharing by the armed forces by bringing 
about “structural changes in the country’s 
economic and social order," and said that 
his government will introduce à system to 
end people's sufferings arising out of what 
he called unfair politics. 

In 


an. hour-long interview on 
Bangladesh TV on June 20, Ershad said 
the long-term changes being con- 


templated by his government will be very 
different from those of previous martial- 


law regimes. He discussed the govern- | 


ment’s policies at length, including certain 
basic structural and administrative 
changes which led many people to believe 
that these changes would be incorporated 
in the Constitution, now suspended. 
However. he did not elaborate on how 
these changes would be brought about or 
whether his government was going tó 
frame a new constitution. AH the same, he 


the type 


appeared to have firmed up his views on | 
f political system which should - 





“ous occasions. 


D 


be encouraged in Bangladesh. He said 
that while democracy as such. had; not 
failed, “imitation of foreign politics has 
failed in our country." Referring to Singa- 
pore, South Korea and Japan, he said, 
these countries have developed their own 
political systems in accordance with their 


| requirements. 


“But.” he went on, “unfortunately, we 
could not introduce the. politics suitable to 
our own age which could take tlie nation 
forward . . . J consider democracy аѕ a 
state system ‘which will carry Bangladesh 
to the path of lasting progress." 

Asked why martial law was imposed i in 
March, Ershad said that it was inevitable. 
He added: “A great anarchy was prevail- 
ing in the administrative system . . . No: 
thing tangible for the improvement of the 
administration could be done because of 
the pressures of the ruling parties on vari- 
Fake industrialists were 
being given licences and permits because 
they contributed towards party fund | 

"Miscreants, masquerading as 























e in- a political solution of the ques- 
on, including -considering partial with- 
drawal from Kampuchea. They have also 
dicated their keenness to establish are- 
“lationship. of trust and cooperation. with 
: sean countries. 
€ believe that it is essential for the 
untries to have dialogues to find ways of 
ving.the problem. We understand 
t.the foreign minister of Vietnam will 
isiting some of the Asean countries in 
e near future. Let us hope that the dis- 
cussions. will be fruitful. 


ut do you yourself see the Vietnamese 
unilateral withdrawal as a possibility? 

That will depend оп many factors. 
cannot. guarantee on behalf. Of . V 
nam... It all depends on what Vietnam 
inks i is appropriate. 3 


We 


Hos, do you view. Hanoi's Meme 


d "been endi dns 
fact, there w 
ier] than imposing martial-law rule.” 
On the question of structural changes, 


, the permanent - 


cha me is thinking about 
|. would distinguish it from the other mar- 
ial-law. governments in the past." Com- 
opi the political systems of the United 
States and Britain, Ershad said that no po- 
litical party in Bangladesh had ever volun- 
tarily abandoned power in the past and all 
‘of them had failed to realise that no party 
can remain. in power without the support 


major failure of the po- 
| Mlitical parties was not building up an in- 
itution over the years which could have 
irned the confidence: and respect of the 
people. “The Constitution introduced by 
the: party їп power. was sub: quently 
scrapped. by another party after coming 
into power. Thus a total uncertainty pre- 
vailed in the politics of our country.” he 
dded. . 
On the question of the armed forces’ di- 


rect participation in politics, Ershad, re- 
ferr gto the liberation struggle of 1971, 








"not confrontation, 


Indo-Asean relations suffered since the 
Indian recognition of the Heng Samrin 
government. How do you see the prospect 
of improving relations with the grouping? 

We value our relations with each coun- 


try of Southeast Asia. As far as Asean is | 
concerned, in the course of the last one year | 


alone, the prime minister of India visited 
two of these countries [Indonesia and the 
Philippines] and. I had the opportunity to 
visit Kuala Lumpur and Bangkok. There 


have been a number of other contacts. and 


fruitful exchanges. And indeed in a wide 
variety of fields relations between India 
and these countries have increased and 
deepened. It is not correct therefore to say 
that India’s relations with these countries 
are suffering. 

India has supported almost all Asean ef- 
forts from its. very inception. India. will 
continue to view with sympathy апа con» 
sideration Asean. activities, especially. ini 
the fields of international economic im- 
portance. 


Does your sympathy extend to the latest 
Asean initiative in forming a Cambodian 


| coalition government? 
We don't have to say anything about: 
that. Our own views on the problem have ` 
been clearly stated at the last non-aligned | 


foreign ministers’ meeting. Bü 


‘said that the Bangladeshi armed forces. 


were born to fulfil the hopes and aspira- 


‘tions of the people, which basically were 
„political objectives. Apparently what he |. 
. meaht was that the armed forces should be 


given an effective political role. 

This, however. is not a new develop- 
ment. In a controversial statement on 
November 27, Ershad outlined a similar 
role for thé armed forces, saying that they 
had fought a liberation war and thereby 
had. become highly politicised. As they 
had a stake in the country they should be 
allowed to play an effective role in running 
it.. He also thought that this participation 
would help build an institution which 
would also eliminate the possibility of any 
adventurism within the armed forces. 

On the role of the armed forces, Ershad 
said in his TV. interview that they could 
work as a balancing force. "With their skill 
and potentialities.” Ershad said. "the 
armed forces could heip replenish the 
shortfall in the country's administrative, 
technological апа engineering sectors. 
They should, naturally; be utilised for re- 
building an integrated powerful and un- 
ified nation.” . 

He felt that the role of the armed forces 
would be accomplished when the pro- 
grammes undertaken by the present gov- 
ernment were implemented. Sticking to 
his earlier time-frame, he hoped that his 
government’ s ey would be met 
in about two- years. 
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| with terror fon colonial times 
ugh the genocide of 1971, the horrors 
eikh Mujibur Rahman ега, and 
subsequent mayhem of coups. 
lies and fratricide. 
cé of terror changed from the veil- 
е bare while its application varied 
ient upon the character and com- 
the ruling establishments. The 
‚ too, underwent changes, 
t ilitatively and quantitatively, in 
ct proportion to the strength or other- 
the mass base for social change. 
t.terror remained the chief weapon in 
: irm Jury of the VIA establishments. 






uld try to embody bor) in his own 
5 n and assert his manera’ d qui to 

















: scars of genocide, the brut: elimi’ 
ation of dissent by dictatorial regimes, 
е vicious class war glorified by some as 

nd 1 


ness can efface the mark of violente: 
violence itself can destr 


























es, in which the qun Netoblish- 

ts never shirked from violence to re- 
s. The regimes of Muji 

iaur ‘Rahman testify to 

The key questions 


e sacrifices of the people t to secure 
lute | power, to thems ve 


reaucratic class at the expense of tlie n na- 
"labour. Both used charisma as a 
ееп and fake ideologies as opium for 
masses, and both applied the instru- 
of terror to. suppress or eliminate 
ioti¢ political dissent. 
Thus Mujib sought to impose a one- 
man-one-party rule in the name of an ill- 
ated second revolution. And Zia opted 
solute personal rule in a so-called 
‘multi-party — system. Mujib institu- 
:tionalised terror and violence through the 
enactment of a battery of repressive laws 
and an amendment to. the stitution. 
He created brutal i instruments 
















of gun-toting Killers, muscle-flexing ban- 


‚ dits and a motley crowd of political pi- 


rates. He incorporated violence into the 
body-politic with the active support of the 
state machinery. Zia's use of terror and 
violence was less institutional than under 
Mujib. 

The spectre of violence cannot be con- 


tained like the mythical genie in the bot- 


Пе. It also spilled over into the armed 
forces themselves. Thus over a period of 
six years between the slayings of Mujib 
and Zia, the nation went through roughly 
18 coup bids and mutinies, 500 executions 
of mutineers and the lynchings of two 
gerierals. 

Meanwhile, the plunder of resources by 
the politico-bureaucratic retinue of the re- 
gimes went unchanged. Mujib tribalised 
corruption and expropriation through his 
family group and a coterie of party faith- 
fuls. The transparent greed of his new 
commissars would not even spare relief 
materials sent by various countries for the 
succour of the people of war-ravaged 

Bangladesh: 

Zia, on the other hand, like a skilful sur- 
geon with gloves on, kept his own hands 





Enayetullah Khan, a veteran Ban- 
gladeshi journalist, is the Advisory 


Editor of Holiday, a Dacca-based politi- 
cal weekly. He served as a cabinet 
minister under the late president Ziaur 
Rahman. 





and those of his immediate kin clinically | 


clean, But he institutionalised corruption 


| to cement his power structure. The mas- 


sive edifice of his Bangladesh Nationalist 
Party was built brick by brick with the 
surpluses of a poor nation — the spill-over 
of aid and grant money and exactions from 
the public-sector enterprises. Every sack 
of wheat or development dollar for the 
rural poor was subject to depredation. 
Power was used to acquire cash, which 
bought more power. 

Such exercises in accumulation ‘of 
power and profits were boünd to become 
antithetical to public order. The subordi- 
nation of public institutions to personal 
authority or the creation of surrogate in- 
stitutions to suit the designs of absolute 
power gave rise to chaos. Worst of all, it 


produced the phenomena оѓ counter-vio- : 


lence and all-pervasive anarchy that ulti- 
mately led to the deaths of Mujib and Zia. 
This was the exact reverse of what à poor, 
war-ravaged nation needed — strong in- 


| the leaders. 
~The violent ends of the two f 
owever unfortunate the! 


fustfier: His one-màn rule became di hub. 


stitutions and social consciousness among 


years, the rule of violence and absence of 
order hopefully ap to have run their 
full cou The latest political change in 
which the military took over state power 
in a pre-dawn strike in March was at least 
bloodless — a fact that was 50 untypical of 
Bangladesh. 

The recent emergence of the military as 
a countervailing force to personal and 
group aggrandisement is owed to its rela- 
tive organisation and its involvement in 
various ‘phases of the national struggle. 
The military faces the task of creating a 
new order to supercede the elective insti- 
tution of the presidency which had been 
tailor-made for Zia alone and did not pro- 
vide the democracy it promised. The miili- 
tary in Bangladesh did not exactly come 
riding on horseback às а disinterested, 
non-partisan saviour of the nation. 

But as Lieut-Gen. “Н. М, Ershad said in 


































ion of Abdus Sattar as president: 
“What is important is the fundamental 
concept of recognising. the politi 





ico-mili- 
tary problems and finding a permanent 
solution in а constifutional approach." 
The statement put the subsequent coup | 
into-context. The coup differs qualita- 
tively from the usual rhetoric of military 
takeovers with their copybook pledges of 
returning to civilian tule. The thesisis that — 
military intervention in politics hould be... 
converted into military” participation in 
politics. The aim: to contain both military 
and political violence and to create public 
order and stable institutions. 

Thus the military is there not as the 
force behind personal rule but as the only 
body organised enough, and broad 
enough, in composition to form the basis 
for fair, firm and honest government and 
provide the stability necessary for political 
and social institutions to develop. ы 

Zia had used the check-and-balance 

|! Strategy of keeping the military at bay. In 
doing so, he created jealoüsies and suspi- 
cions which resulted in the proliferation of 
| military violence in the form of attempted 
coups and mutinies. T hese culminated in the 
mutiny led by the late major-general Abul 
Manzur and leading to the assassination of 
Zia at Chittagong in May last year and 
shook the very foundation of the military 
as an institution. But events also showed 
that existing political institutions, includ- 
ing the ruling party, were in even wo 
shape, reeling iti corruption. ; 
‚ Thus the recent military takeover was 





























In today's highly volatile foreign 
exchange market, there's one bank 
that can make your business a little 
simpler 

Barclays Bank. 

Barclays is the biggest foreign 
exchange dealer in the world's 
biggest foreign exchange centre- 
London. 

So whatever's going on in the 
world, Barclays is in the right place, 
at the right time,to give you the right 
quote. 


MORE MONEY FOR YOUR 
MONEY. 
The sheer size and scale of 
Barclays' foreign exchange dealings 
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guarantees you extremely competitive 
exchange rates. 

And also means that Barclays 
can offer you the widest range of 
currencies you'll find anywhere. 

A point worth bearing in mind 
when you need Saudi Arabian rials, or 
Venezuelan bolivars,or whatever. 


24 HOURS TO THE DAY. 

London is the centre of Barclays' 
comprehensive international network 
of eighteen foreign exchange 
dealing rooms, strategically located 
across the world’s 
key business tL 
centres. К, os | 
A network | 
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which keeps a close eye on everything 
that's happening in the world's 
foreign exchange markets. 

And a network that always offers 
round-the-clock service, with a 
branch always open for business - if 
not London,then Hong Kong or 
Frankfurt - and in the United States, 
New York, Chicago and San Francisco. 

That's why, the next time you're 
dealing with foreign currencies, 
you should talk to Barclays Bank 
first. 

You'll find that anywhere in the 

: world of foreign 
MET exchange there's 
B no bank more at 
home. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, PHILIPPINES, SINGAPORE, VANUATU 
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We offer no criticism of the eleven aircraft 
те] Ў 
But we're rather proud of the fact that in recent 
years our profit-conscious customers in the 
competitive short-haul market have decided to 
replace them with the Shorts 33O, operating on 
identical routes. 

We dont find this surprising. 

The wide-body 330 is purpose-built for regional 
and commuter operations. 

It's high-comfort, 30 seat layout and remarkably 
low noise-levels combine to create positive, 
business-generating passenger appeal. 

Add to this its highly fuel-efficient engines. 

Add proven reliability with 3O operators world- 
wide, who have carried over 7 million passengers 
to date. 

Add the ability to make sound economics for 
many carriers with load factors as low as 40%. And 
it becomes apparent why an increasing number of 
merely good aircraft are moving over to give way 
to this superb 3O-seat profit maker. 





The Shorts 330- 
that’s what. 








Shorts330 


The Tough Competitor. 


SHORT BROTHERS LIMITED , Airport Road, Belfast BT3 9DZ, Northern Ireland. 
Short Bros (Australia) Pty. Ltd. 20 Loftus Street, Sydney 2000 
Short Brothers (USA) Inc . 1725 Jetferson Davis Highway, Suite 510, Arlington. VA 22202 
Short Brothers (USA) Inc., 2222 Martin Drive, Suite 255, Irvine, California 92715 





Calling all KWM-2A users. 


Collins HF-380 is successor 
to your unit. 


Your KWM-2A (AN/FRC-93A) has been a 
reliable performer for years. But Collins HF 
technology has recently taken giant steps 
forward. Steps that make replacing your 
KWM-2A a smart move. 

The new HF-380 offers general coverage 
transceiver capability (1.6—30.MHz) in a 
completely self-contained unit. 

Fully synthesized, too. Microprocessor- 
controlled tuning provides four tuning rates 
down to 10 Hz. An oven frequency standard 
gives overall accuracy of + 5 Hz with + 20 Hz 
stability from 0 to 50° C. 





Split VFO for half-duplex transmit and 
receive is standard. The optional control inter- 
face provides access to 11 programmable presets. 

Undesirable signals are easily eliminated 
with independently selectable I.F. bandwidths 
and passband tuning. Optional I.F. filters can 
be selected independent of operating mode. 

The new HF-380. A giant step forward in 
HF technology. Put it to work in your opera- 
tion soon. Contact a Collins sales represen- 
tative in one of the cities listed below. 

Or Collins Telecommunications Products 
Division, Defense Electronics Operations, 
Rockwell International, Cedar Rapids, Iowa 
52406. U.S.A. Phone 319/395-3778. TELEX 
464-435. 


A Rockwell International 


..where science gets down to business 





Brussels (2) 242-4048 e Cairo 989358 e Frankfurt (Rodgau 6) (6106) 671 e Hong Kong (5) 274-321 e Kuala Lumpur (3) 482-251 e London (1) 759-9911 
Manila (2) 8186689 e Mexico City (905) 533-1846 e Lilydale, Victoria (3) 726-0766 e Paris (Rungis Principal) (61) 711-141 e Rio de Janeiro (21) 286-8296 
Riyadh (1) 476-9060 e Rome (6) 919-5271 e Seoul (2) 74-8470 e Tokyo (3) 265-8804 e Toronto (416) 757-1101 


Shopping for steel technology 
is just like anything else. 
Most companies try to buy the best. 






Lhe A Over 100 miles in length, it will help 
Ў reduce Thailand's near-total dependence 
on imported energy. 

And in Hong Kong, Sumitomo recently 


helped construct the steel framework for the 


Very often that's the 
time they'll come to us, 
Sumitomo Metals, the 
world's 6th largest steel 
company. Sumitomo has acquired 


a reputation for having some of the most ad- 37-story United Centre Building, as well as 

vanced steel technology in existence. We ve designing and supplying the steel for the 

assisted many steel companies in the United framework. 

States, France, Spain, Italy and elsewhere. Sumitomo Metals takes great pride in the 
Sumitomo Metals has also assisted in technical assistance it has provided to Asian 

building many major steel construction projects. countries and to many other countries around 

For example, we ve recently helped supply the world. In the spirit of international co- 

the pipe and construction necessary for an operation we hope to continue in this vital role. 


on-shore natural gas pipeline in Thailand. 


& SUMITOMO METALS 


SUMITOMO METAL INDUSTRIES, LTO. Tokyo & Osaka. Japan 
SINGAPORE OFFICE: Tower 2002. DBS Building, 6 Shenton Way, Singapore 0106 Phone: Singapore 220-4697 Telex: RS21194 





Were out to 
make Asia's first airline 
Asia's first airline. 









Y. Asia's‏ ب 
ene first airplanes‏ 
across the Pacific‏ , 
to San Francisco were Philippine Airlines DC-4's.‏ 
Today we fly 747's daily across the‏ 
Pacific; four evenings weekly to San Francisco‏ 
and three evenings to Los Angeles.‏ 
You'll find the latest wide-bodies on Asia's‏ 
very earliest airline.‏ 






When youre traveling 
to foreign lands, a little 
gentleness goes a long 
way. Especially on 

Philippine Airlines. 

Our beginnings go 
back over 40 years. 

E But our tradition of 
Bà Philippine hospitality 
= goes back 1,000 years! 


Back in the 405, 
Philippine Airlines was the 
first Asian airline to serve in-flight food. Since then, 
we've cooked up some great new dishes. Not just elegant 
Continental entrees and special Philippine delicacies. 

We pioneered in serving Frances Nouvelle Cuisine. 
Passengers raved about it, and Plaisir Gastronomie 
called it the world’s finest in-flight cuisine. 


We started 

in 1941. By 1946 

we were the first 
Asian airline to 

fly internationally, 
first to serve 

Europe and now the 
first airline in the 
world to offer 

14 full-length, stretch- 
out beds as part 

of our First Class 
“Cloud Nine” service. 
It’s the very last 
word in overnight 
accommodations 

on the very last 
word in 7475. 





. , . . . е * : 3 
Asia's first airline. Amsterdam Athens Bahrain Bangkok Brisbane Canton Frankfurt Hong Kong Honolulu Jakarta Karachi 
Kuala 1. 


uala Lumpur London Los Angeles Manila Melbourne Peking Port Moresby Rome San Francisco Singapore Svdney Taipei Tokvo 
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€ AS this column so often features un- 
fortunate excursions into the English 
language by those who, selling goods or 
services to an international audience, 
should be able to afford the small sums 
needed to hire an itinerant student to put 
their messages into decent English, it is a 
brave public relations manager who vol- 
untarily sends me one of his own notices. 
But Sandy Hwang of the Taipei Regency 
is proud of the hotel's fire precautions, 
and sent a copy along. He lists the estab- 
lishment's safety devices — which, in ad- 
dition to extinguishers, hoses, hydrants 
and sprinkler systems, include supplies 
of smoke masks and emergency 
loudspeakers connected to every room 
— which would have been of vital help to 
unfortunate (now deceased) guests of 
certain gutted hotels in several Asian 
cities. 

He then gives advice which, despite 
the occasional grammatical error, strikes 
me as sensible enough to share with 
other travellers: 

*We would also like to advise you of the 
following: 

Upon detecting smoke, please 
call our operator or the Assistant Man- 
ager(Ext. No. 9 or 7 respectively). 

2. In case you expect fire outside 
your room, feel your doorknob first, if 
he is hot, don't open the door. If he isn’t, 
peek outside. If itis not too smoky, goto 
the nearest fire exit. We are urging our 
guests to leave at the first sign of smoke 
and to always remember that smoke 
rises, so. some crawling may. be neces- 
sary. Try always to go downstairs first. ^ 

3. Never use the elevators — 
NEVER! 

4. , Always take your key with you! 
You may want to get back: into your 
room, where it could be safer. 

5. If you go to the staircases, walk, 
don't run, and close the door behind 


you! Smoke in staircases may be caused |. 


by people, who left the fire doors open. 
If the staircase is too smoky going down, 
turn around and go up. (A fireman will 
greet you on the roof.) ^. 

6. Remember, in case you have to go 
through extensive heat, you may wet 
your Bed-Blanket and a Towel in your 
bath tub and wrap it around your body 
and head respectively. VE 

7. Again, acquaint yourself always 
with the nearest fire warning bell, fire 
excape (stairs) and fire fighting equip- 
ment, such as; fire extinguishers and fire 
reel (host). 

8. Please do not smoke in bed!!! 

We would appreciate very much your 
alertness and we pledge to guard your 
safety with our regular fire drills.* 
€ AN advertisement with grave impli- 
cations has been sent to me by John 
Taylor of the British Consulate-General 
in Karachi. It features a letter to the kids 
of Karachi and Clifton from a clown 
promoting the sales of toffees, who in- 


{ t 


vites them not only to enjoy ‘joks’ all 
over town and to win ‘buss’ tickets, but to 
join him in his hobby of collecting rap- 
ers. The thought of innocent children ex- 
posing rapers to shopkeepers and stuff- 
ing them into the mail is extremely dis- 
turbing: 





DEAR KIDS 


1 HAVE COME TO KARACHI TO ARRANGE A PICNIC 
PROGRAMME FOR WHOLE KARACHI & CLIFTON 
WITH YOU.ENJOY ALL THE GAMES IN CLIFTON, 
JOKS AND ALSO HAVE TOFFEESA GIFTS 

BUT REMEMBER ! AM FOND OF COLLECTING THE 
RAPER OF TOFFEE. WHO EVER WILL GIVE 
ME ONE HUNDRED RAPERS OF (Bat TOFFEE 


I WILL ISSUE HIM THE BUSS TICKET IN SHAPE OF 
TOKEN, WRITTEN "CLIFTON TOUR" 


TAKE A CHANCE OF PICNIC WITH IN YOUR SCHOOL 
HOLIDAYS. 


JUST POST 100 RAPERS, TO UNDER GIVEN ADDRESS 
AND WAIT FOR THE DATE OF PICNIC DAY 


SHAMI COMMUNICATIONS 


14-Ambor Mote! Nursery Karachi Phone 431159-61 Ex ! 


NOTE: SHOW ONLY 10 RAPERS TO ANY SHOP 

KESPER AND GET A BLANK TOKEN AND 
L GRING THAT COUPEN WITH 100 RAPERS — дум; 
e WHICH reminds me of a “Situation 
vacant" advertisement in South Aus- 
tralia’s Whyalla News which recently 
advertised for a receptionist capable of 
“handling male.” Perhaps Komatsu Sin- 
gapore Pte Ltd, whose ad was spotted by 
Suzita Muchsin in Singapore’s The 
Straits. Times, are after someone with 
similar abilities: 








KOMATSU SINGAPORE PTE LTD 


"MALE PARTS 
CLERK 


e possess good GCE 'O' 
* Completed National Service 
(e. 1-2 years ce} 
@ FORMER REVIEW correspondent 
Frances Starner spotted an ad in the 
Bangkok Post which shows that higher 
up the corporate structure, very special 
qualifications are demanded: 
WELL ESTABLISHED GROUP COMPANIES 
| REQUIRE 
TOP-KNOT GENERAL 
MANAGER 
OR aS 


@ ON the other hand, Fuji Television in 
Thailand, also advertising in the 
Bangkok Post, makes its needs very plain 
(of course, they could also recruitginac- 


tive staff): 4 


А JAPANESE NEWS GATHERING BUREAU 
requires 
AN ACTIVE STAFF 


Derek Davies 


@ MALAYSIA has not a few aristo- 
crats, what with nine sultanates whose 
monarchs take turns to fill the position of 
the Yang di-Pertuan Agong (King) plus 
a plethora of other titles both hereditary 
and meritorious. Thus a couple of new 
advertisements for a new line of Aristo- 
crat mattresses which featured some sex- 
ual innuendoes exploiting the closeness 
between a mattress and a mistress 
touched a few sensitive spots. Both fea- 
ture European ladies, one extolling the 
joys of sleeping with an Aristocrat, the 
other claiming that only an Aristocrat 
"was worthy of her. 


РУУ, (att 


Yong Soo Heong, who pratifyingly de- -< 
scribes himself as an ardent fan of this 
column, reports that the ads have been | 
criticised as *unMalaysian" and “in bad 
taste" and that the Malaysian Advertis- - 
ing Standards Authority has directed the 
agency responsible to withdraw them. 

The irony is, adds Yong, that the mat- 
tresses are not produced by anyone with 
claims to aristocratic status, but by an 
enterprising former carpenter. Born into 
a poor family 32.years ago, Lim Kim 
Hong of Johor left school at the age of 12 . 
and was already producing. furniture 
from his own small workshop at the age 
of 14..Five years later he produced his 
first mattress. The Aristocrat line was 
born this year; its lineage at least is en- 
tirely to Malaysia'scredit. ^ 
€ ANOTHER ad, from the New Straits 
Times: 


Available from U.S.A. 
Rice all grades, Feed Grains, Animal 
feed, ingredients, Alfalfa, Breeding 
Animals, Poultry — Frozen chicken, 
Muslim killed if required, Eggs, Dried 
fruits, Nuts — almonds walnuts etc. ` 


I realise that there is some anti-Islamic 
feeling in the US, but I did not realise 
that it had reached such proportions. 
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PAKISTAN 


A Himulayan faux pus 


t 


Zia's tactless moves on the Northern Territories rouse 
Indian suspicions over the Pakistani stand on Kashmir 


By John Fullerton 

Islamabad: It is an issue which the au- 
thorities here sincerely wish. had never 
been raised, and one which they hope will 
simply disappear back into the Himalayan 
mists where it belongs: the three former 
princely territories in the extreme north of 
the country have become central to the re- 
sumption of dialogue with India aimed at 
what Pakistan calls a no-war pact. 

Gilgit, Skardu and Hunza were part of 
the princely state of Kashmir until the late 
1940s, but they have since been adminis- 

- tered separately and directly by the fed- 
eral authorities in Islamabad. They are 
disputed territory and both Indian and 
Pakistani maps show» them as such. 
Ringed by majestic Himalayan peaks, 


- - they have become a romantic backwater, 


a paradise for the adventurous tourist. Al- 
though they are wedged between Af- 
- ghanistan to the west, the Wakhan salient 

to. the north and China and India to the 
"east, they have lost much of their strategic 
bo уйме: А 

` ` The Karakoram highway linking Pakis- 
tan through the Northern Territories with 


AUSTRALIA 


Full steam astern 


Heyden makes a humiliating policy switch over the use 
of Australian ports by US naval nuclear vessels j 


By Anne Summers 
Canberra: The Anzus council meeting on 
June 21-22 became the occasion for the 
"United States to hammer home to its re- 
‚ ceptive allies in Australia and New Zea- 
land the critical importance of its nuclear 
pote free access to regional ports. 
і council of the treaty group — the 
‘US, Australia and New Zealand — 
‘opened its meeting against a background 
of more than a fortnight's controversy on 
the issue in Australia. It had begun when 
the newly elected Labor Party premier in 
Victoria, John Cain, wrote to Prime Minis- 
ter Malcolm Fraser informing him that it 
was now Victorian state government po- 
licy that the state should become nuclear 
free and that he would be asking the US 
Government not to send any nuclear-pow- 
ered or nuclear-armed ships to Victorian 
ports. 

Fráser declared that the future of Anzus 
was at stake. He played the issue as hard 
as he could and reapell an unexpected po- 
litical reward when opposition leader Bill 
Hayden declared his support for Cain's 
policy and said a federal Labor govern- 


China's Xinjiang region is falling steadily 
into disrepair: the two truck convoys 
which make the-arduous high-altitude 
journey each year between the two allied 
nations are merely symbolic. The British 
established an agency in Gilgit to block 
what was regarded in the 19th century as 
the southward expansion of tsarist Russia. 
The agreement negotiated with the 
maharaja of Kashmir by the British in 
1935 and which ran for six years, followed 
later by the partition of the Subcontinent 
and the tribal fighting over the area in 
1948 — to say nothing of later Indo-Pakis- 
tani wars — lie at the root of India's claim. 

On April 3, the Northern Territories' 
slumber was rudely interrupted when 
Pakistani President Zia-ul Haq an- 
nounced to the consternation of his 
Foreign Ministry that three observers 
from the northern areas had been nomi- 
nated to the Federal Advisory Council or 
Majlis-i-Shoora. Within an hour the In- 
dian charge d'affaires who had been lis- 
tening to Zia's speech was expressing. his 
concern and regret at the development. 


ment would not allow nuclear-armed ships. 
into Australian ports. Since Hayden was | 


well aware of the firm Washington policy 
of neither confirming nor denying whe- 
ther specific ships or planes are carrying 


nuclear weapons, his announcement was“ 


tantamount to declaring an end to all 
naval visits by US ships. 

Hayden was immediately repudiated by 
his deputy, Lionel Bowen, who pointed 
out that current. Labor policy permitted 
ships to make short rest-and-refit visits, 
but opposed the storage of nuclear 
weapons in Australia or the staging of 
military ventures involving nuclear 
weapons from Australian soil. The policy 
chasmpbetween the two Labor leaders was 
gxaggerated by a series‘of differing and 
contradictory resolutions on the subject 
passed by several state Labor Party con- 
ferences. 

The controversy dragged on damag- 
ingly for the party throughout the Anzus 
meeting. During a courtesy call on 
Hayden by US Deputy Secretary of State 
Walter Stoessel, Assistant Secretary of 


peer 


ia > 
dians, Zia's statement seemed 
to suggest a eral change in the status 
of the Northern Territories still claimed as 
Indian territory. 

Zia: was then.interviewed by India 
Today, a New Delhi-based magazine, and 
what he was reported to have said was re- 
printed in the local Urdu-language daily, 
Nawa-i- Waqt. Zia told the reporters that 
the three northern areas were not in dis- 
pute; they were part of northern Pakistan. 
New Delhi's response was one of growing 
concern, based on a clear set of principles. 
First, the 1973 Pakistani Constitution 
does not include or name the. Northern 
Territories as part of Pakistan and previ- 
ous constitutions did not claim these 
areas. Secondly, Pakistani maps clearly 
show Gilgit, Hunza and Skardu as dis- 
puted. And why would Zia upset the 
status quo which Pakistan had supported 
for 35 years? 


fter the India Today article appeared, 

the Indian external affairs secretary 
and former ambassador to Pakistan, K. 
Natwar Singh, called on the Pakistani Em- 
bassy in New Delhi and requested a full 
and authentic version of Zia's remarks to 
the press. At the time of writing no reply 
had been received by the Indian Foreign 
Ministry. 

On May 3, a letter was sent to Zia by 
four political leaders of Azad (or Free) 
Kashmir, the area which is under Pakis- 
tani administration but which is regarded 
by India as illegally occupied by Is- 


РИ. 


Hayden: reversing course. 


State for East Asia and the Pacific John 
Holdridge and other US officials, it was 
made forcefully clear to him that as far as 
the Americans were concerned their po- 
licy of non-disclosure on armed Ships and 
planes was totally non-negotiable. 

The Anzus communique included an 
unusually strong statement recognising 
"the importance of access by United 
States naval ships to the ports of its treaty 
partners as a critical factor in its efforts to 


$ 
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Zia: surprising statement. 


lamabad. Theoretically semi-autonom- 
ous, Azad Kashmir is for all practical pur- 
poses administered as an integral part of 
Pakistan. The letter, apart from alleging 
the detention and torture of local politi- 
cians, went on at length to protest against 
the appointment of observers from the 
Northern Territories to the Federal Ad- 
visory Council. The logic echoed that of 
New Delhi, though the aims differed: 
“Gilgit, Hunza and Skardu are and have 
been a part and parcel of Jammu and 


maintain strategic deterrence and in order 
to carry out its responsibilities under the 
terms of the treaty. 

“In this regard Australia and New Zea- 
land members declared their willingness 
to accept visits to their ports by United 
States naval vessels whether conventional 
or nuclear-powered. They noted and ac- 
cepted that it is not the policy of the Unit- 
ed States Navy to reveal whether or not its 
vessels are armed with nuclear weapons. " 


he 30-paragraph communique covered 
a wide range of issues: it expressed sup- 
port for Asean; reiterated support for the 

N resolution calling for the withdrawal 
of foreign troops from Cambodia; express- 
ed concern that any solution in Cambodia 
should guarantee the integrity of Thai- 
land; regretted that tension and armed 
confrontation. continue in the Korean 
peninsula and welcomed Japan's willing- 
ness to upgrade its self-defence capability. 
The communique also called on the US to 
consult with its allies before reaching a 
final decision on the Law of the Sea Con- 
vention. 

But the meeting and the tripartite press 
conference which marked its conclusion 
were dominated by the nuclear-shipsissue. 
Stoessel made it clear during the press 
conference that a US government would 
have difficulty working with an Australian 
Labor government. New Zealand, as well 
as Australia, was happy for the con- 
troversy to bubble. on E the New Zea- 
land Labour Party also opposes the entry 


_ FAR EASTERN ECONOMIC REVIEW ө JULY 2.182 


. When in 1947 frase areas ` 


were liberated, one Ghansara Singh was 
the governor of these northern areas. This 
governor was a nominee of the maharaja 
of Jammu and Kashmir. At that time the 


| British sovereignty had come to an end. 


Gilgit Agency, which was on lease with 
the British, came back to the state when 
that lease ended. The real sovereignty of 
these areas lies with Azad Kashmir at 
Muzafarabad. 

*Fact of the matter is that these areas 
are part of the state. Adecision about it is 
still pending like any other part of the state 
[of Jammu and Kashmir]," the letter con- 


;| tinued. “The UN [United Nations] docu- 
ments are a living proof of this fact. Your’ 


predecessor governments have held this 
view. These governments have held that if 
these parts are annexed to Pakistan, it will 
be tantamount to a division of the state of 
Jammu and Kashmir. We deeply regret . . . 
thai such a policy . . . had befitted the 
Government of India which wishes to 
dominate all Kashmiris." 

The four leaders pointed out that if a 
UN-sponsored plebiscite was held to set- 
tle the Kashmir dispute, then the esti- 
mated 500,000 residents of the Northern 
Territories would be deprived of a vote to 
the detriment, they said, of Pakistan. 

A similar argument was advanced in the 
letter which Indian Prime Minister Indira 
Gandhi sent to Zia on May 31. It was a re- 
sponse to discussions held between the 
two countries three months ago and a 
move to bridge the gap after India's deci- 


of nuclear ships to New Zealand ports and 

the governments in both countries could 

see political advantages in getting a defini- 
tive statement from Washington. . 

Late on the day the council meeting 
concluded, Hayden issued a statement an- 
nouncing a complete reversal of his policy. 
Rather than sticking with his position that 
the forthcoming national Labor Party con- 
ference would decide the nuclear-ships 
policy, he declared that following a meet- 
ing with several party colleagues in Syd- 
ney that day he had backed down. A 
Labor government would not oppose the 
“use of our ports for maintenance, essen- 
tial repairs or refits, regular rest and re- 
creation for crews and ships of allied part- 
ners," Hayden said. 

And a Labor government would accept 
that it would not be informed whether any 
of the ships were carrying nuclear 
weapons, Hayden's staff said. Meanwhile, 
threatened with legislation that would re- 
affirmthe federal government'soverriding 
power to decide defence matters, Cain's 


‘state government in Victoria has with- 


drawn its original threat. 

It was a humiliating backdown and the 
Labor Party was left looking as if its 
policies were dictated by the Americans. 
Hayden justified the turnaround by saying 
he did not want to jeopardise the Anzus 
alliance: *The Labor Party is neither neut- 
ralist nor isolationist, the Anzus treaty is a 
key part of our foreign-policy commit- 
ment and we will do nothing to undermine 
it,” he said. .« u 


sión to S Viuspetd жен, 

marks made in Geneva by the Pakis 
representative at the UN ا ی ا‎ 
Commission — it-was again а 
provided the break in dialogue E. 
June 11). Mrs Gandhi ны ед doubts 
over Pakistan's sincerity, a doubt rein- 
forced by what India sees as Zia’s inten- 
tion to assimilate Kashmir into Pakistan. 

Officials responsible for administering 
the Northern Territóries- would not dis- 
cuss the issue at all. The Foreign Ministry 
was equally reluctant so much as to recog- 
nise that Kashmir was once again in the 
headlines. Meanwhile, newspapers in New 
Delhi reported that Sheikh Abdullah, the 
chief minister of the Indian state of 
Jammu and Kashmir, had published a 
white paper on the Kashmir issue. 

The sheikh's paper refuted Zia's claim 
that Gilgit, Hunza and Skardu had never 
formed part of Kashmir. He pressed the 
point that on the expiry of the British 
lease, the territory reverted to the ruling 
maharaja, who had turned to Indian Con- 
gress leaders for help in the face of a grow- 
ing independence movement among his 
subjects. According to the sheikh and 
New Delhi, 
cupied illegally by Pakistan. Zia'sdecision — 
to appoint observers to the Federal Advi- 


sory Council brought to the fore Indian ' - 


suspicions. The timing could. ve 
been worse in terms of. Indo-Pak a 
relations. By their silence here, mud i 
cials seem to acknowledge India зару. 
ings. a 
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those areas were then oc- | 
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The Io generation ` 


Youth problems in China are compounded by the multi- 
generational gaps created by the Cultural Revolution 


By David Bonavia 
Peking: Should a young worker be per- 
mitted to spend his whole month's wages 
хоп a new hat? Should a girl apprentice ask 
‘for a transfer because the ыд instructor 


in her workshop has written her a love-let- 
` ter? Should an English-language graduate 

| — «accept assignment to.a job where his or 
oed yr acquired knowledge will be use- 


These are among the typical dilemmas 


| ef Chinese youth today. Superimposed on 


. them are the national ASA of timely 
` retirement by older people, permission to 
travel abroad, artistic experimentation 
and contacts with foreigners, . 

Generation gaps appear in any country 
where economic and social progress is 
- being made. China's problem is that the 
shattering blow of the Cultural Revolu- 
tion created multiple generation gaps, in 


generations in today’s China. The Cul- 
tural Revolution made age-groups hostile 
towards each other. Red Guards who 
were in their late teens and early 20s іп the 


late 1960s were taught that it was a virtue - 


to humiliate and persecute people in their 
40s, 50s and 60s who held positions of au- 
thority. Many of those people are still ac- 
tive and restored to positions of influence, 
and they are unlikely to be gentle in their 
treatment of former Red Guards who “put 
them in the cow-pen" (illegally detained 
them and forced them to do menial work). 

Many adolescents of today are out of 
sympathy with their elder brothers and sis- 
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а E to 
teach, because the teacher is in the middle 

any political conflict, and nobody is 
confident that there will never again — as 
the party promises — be disruptive mass 
movements. 

By contrast with their elder siblings, 
adolescents in China today are desper- 
ately anxious to study hard and get good 
examination results. Going to university 
will not guarantee a satisfying job after- 
wards, but it is the most hopeful course of 
action. Black despair lies in wait for those 
who fail their examinations, and for them 
the problem of finding a rewarding job is 
worse than ever; suicide is not uncom- 
mon. 

A Chinese newspaper recently 
explained that чеше for employment" 
in China is not as bad as being un- 
employed in the West.: The newspaper 
only succeeded in showing how similar the 
two situations are, with the distinction 
(not.noted in the newspaper) that in the 
West there are unemployment benefits. A 
high-school graduate without a job can, at 
a pinch, live off his or her family for a few 
years; but then the question of marriage 
comes up, and nobody fancies connubial 
bliss in a room shared with three other 
people. To get a flat of one’s own often 


* which it seems that people are as 
hologically remote from those 10 
_ years older as from those 10 years younger 


means bribery if one has got a job, and is 
impossible if one has not. 


Nt 
^o 
kk 


| _ stand that this is a wrong use of his rela- 


"Typical answers that school counsellors 
от newspaper agony columns give to the 
three dilemmas mentioned above are: the 

“young man сап buy the hat if he really 

“wants to. After all it is a product of 

socialist labour, and somebody should buy 


Е 


‘it, But he should be educated to under- 


» 13 tively small earnings. To the girl in the fac- 


serve 


-^ tory, the answer is that she should behave 


naturally with. the male instructor since 


— she is not in love with him, and explain to 
. him — by letter, if preferred — that she 
2 does not want a romance. If he persists, 

she should apply for a transfer. Anyway 


she should not think of love or marriage at 
her age, but first acquire experience and 
develop her personality. 

The graduate will be told he should ac- 
cept the decision of the state concerning 
his career, but should check that the au- 
thorities are aware of his special qualifica- 
tions. If the decision still stands, he should 
do his best to acquire more knowledge and 
look for ways to make his English degree 
lism in any job. 

These problems are not unfamiliar to 


' young people in the West, but they are 


taken more seriously in China because 
they involve questions of expenditure and 
socialist discipline. If the young man buys 
the hat, he may have to live off his family 
for a month. If the girl accepts the instruc- 
tor's advances, she may marry and have a 
child earlier than the state thinks appro- 
priate. The graduate should accept his as- 
signment willingly if there is no more ap- 
propriate job available for the time being, 
otherwise monéy spent on his education is 
being wasted. 

There. is little sympathy between the 


fled Guards: generators o hostility. 


ters who disrupted the educational system 
so that they, the younger ones, received 
an inferior education, too. People now in 
their late-30s and early 40s — too old to 
have been Red Guards, too young to be 
holding very good jobs — are widely 
afflicted by cynicism and disillusionment 
and are absorbed in their family life. The 
very old think the world has gone crazy, 
and they are just lucky to have a bit of 
peace and quiet in their declining years. 


ne of the most telling phenomena in 

the sphere of vouth and education is 
the great imbalance between teaching staff 
and classes taught. Classes commonly run 
to 50, but the ratio of teachers to students 
is about 1:3. So what are all the spare 
teachers doing? Some are plunged into big 
new research projects, or furthering their 
studies abroad. Some may be writing “for 


o P tmm 


than themselves. ж, E I: the big cities, especially Peking, 


Shanghai and Canton, young people are 
further tantalised by the чч of foreig- 
ners, .well-dressed and sleek, driving 
around in flashy cars, being served first in 
restaurants and booking offices. Some 
embolden themselves to get to know these 
exotic creatures from across the seas. 

Most foreigners in China have had the 
experience of being approached by a 
young man on the street with: "Hello, how 
do you do, what country are you from?" — 
and an explanation that he is studying 
English. The foreigner makes sympathetic 
noises, and toys with the idea of striking 
up an acquaintanceship — but, by that 
time, other people have stopped to listen 
and there will soon be a crowd. 

The interest which the Chinese show in 
foreigners. militates in itself against dis- 
creet contacts. Young people nowadays 
have become more wary at seeking con- 
‘tact with foreigners, for the authorities 
have called for an end to informal fraterni- 
sation. A few persist, though they may 
risk interrogation and re-education 
they go too far. For most young people, 
foreigners remain unapproachable. 

The progressive openings to the West in 
the 1970s again raised the alluring pros- 
pect of foreign travel, the young intelléc- 
tual's dream. Only a few thousand 
Chinese students are studying abroad at 
any one time, but many others:can read 
their letters and talk to them when they 
come home. It is no longer opprobrious to 
read foreign books or newspapers (as long 
as they are not thought obscene), or to lis- 
ten to foreign broadcasts. 

Then there is the money problem. Ren- 
minbi is non-exportable and worthless 
outside China. 
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them and perhaps pay tuition fees on their 
behalf. But a new Peking ruling lays it 
down that self-financing students who 
want to go abroad must first work in China 
for two years after graduation here. 

As to artistic creativity, nothing of great 
interest is happening in music or the visual 
arts. But the novel and drama are showing 
signs of vigour and have a large following 
of young people. TV has also improved 
beyond measure. Unfortunately for 
young writers, the party keeps a close eye 
on their work and is not loath to jump in at 
any time to denounce a play or novel, so 
that authors become jumpy and worried 
about пем  anti-rightist campaigns 
(REVIEW, June 25). 

The party has said there will be no more 
such campaigns, but how can one trust 
such assurances from such an unstable 
organ? Some of the most interesting writ- 
ing being done just now is by people in 
their 30s and 40s, while the younger writ- 
ers find their feet and become confident of 
their subject matter. 


The party has made some progress 


(though not nearly enough) in urging 
ovér-age cadres in high positions to retire 
in a timely fashion and permit faster pro- 
motion of promising successors. But by 
the time this process works its way down 


the line to school-leavers' job applica- 


tions, the effect will be slight. Nonethe- 
less, the unemployment problem seems to 
have eased somewhat with the new em- 
phasis on labour-intensive light industry. 
Joblessness was being put at a seasonal 
20% of the 100-million-strong urban 
workforce two years ago: now the situa- 
tion appears to have impraved. 

‘The movement to establish young 
people in collectively run shops, service 
firms and other jobs, where they could 
earn their keep and supply badly needed 
services for urban dwellers, seems to have 
petered out. Possibly the young people 
who could go into such occupations are 
worried that they will then be overlooked 
for regular industrial jobs with full bene- 
fits and security. 

The government has also laid down 
stricter regulations for the formation of 
urban youth cooperatives. They can no 
longer operate independently, but must 
be under the supervision of an established 
unit such as a shop or restaurant, and must 
pay tax. After initial enthusiasm for youth 
cooperatives, the government is now pay- 
ing more attention to peasant self-enrich- 
ment schemes such as egg-farming or 
breeding rabbits. 

City youths these days have a sceptical 
though not melancholy look. Lounging 
around with their bicycles, swapping 
stamps, swimming in canals or listlessly 
doing their jobs, they show little tendency 
towards enthusiasm or arousal. It is as 
though they felt the country to be in a 
period of transition — as indeed it is — 
and are reserving judgment until they see 
what the leaders come up with. At least 
nowadays nobody is stuffing their heads 
with incomprehensible Maoist ideology. 
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| Elizabeth II last mc 


lare Hollingworth, one of the world's 
#great war correspondents, was hon- 


| oured by being made a member of the 
Empire by 


Order of the Briti 
he was | fi nish- 
ing her latest book — Mao and the Men 
Against Him, This will be her fourth 
book. The others were: The Three 
Weeks’ War in Poland ( 1940), There's a 
German Just Behind Me (1942) and The 
Arabs and the West (1952). 

Her shift to Hongkong and China fol- 
lows more than 30 years of eyewitness 
war reportage since she got a world 
scoop for the London Daily Telegraph 
with her on-the-spot report of the Ger- 
man invasion of Poland. In the border 
town of Katowice, she was also able to 
phone and warn the British Embassy in 
Warsaw as Hitler’s tanks began to move 
past her bedroom. She has survived hit- 


Hollingworth: combat-ready. 


and-run fighting in Greece, Albania, 
North Africa, Borneo, India, Pakistan 
and Vietnam and three bomb blasts in 


hotels in Palestine, Cairo and Dacca. 
| first met Clare after Rommel had. 


been pushed out of North Africa in 1943, 
when I was hospitalised in Cairo — non- 
martial rheumatic fever, and my doc- 
tors thought I would never walk again — 
and she, preparing for the push into 
Italy, indulged her favourite pastime of 
horse-riding around the Gezira recrea- 


tion grounds. (She still loves horses and 


was scornful of two recently offered her 
for trotting exercises by the Chinese 
comrades across the Macau border: “All 
they wanted to do was lie down and 
snort.") 

Because of my own personal if stumbl- 
ing interest in that MI6 “Gang of 
Three," Burgess, Maclean and Philby, I 


have been intrigued to learn for the first 
time the circumstances in which Clare 
trailed Philby when he skipped away to 
the Soviet Union from his Middle East 


reporter's job in 1963 for my paper, The 


Economist. Then prime minister Harold 
Macmillan had been fooled into clearing 
Philby, then with the British Embassy in 
Washington, of any complicity whatever 
in the escape of Burgess and Maclean, 
but Philby, very "correctly," had re- 
signed and become a reporter. 

Clare tried to find him in Beirut when 
she was reporting a local assassination, 
but she was informed by Philby's wife 
that he was "away, visiting desert 
tribes." Scorning this because she knew 
that he would have been working on the 
local story, she initiated Sherlock 
Holmesian inquiries a! vered that 
a ship had left Beirut the night before for ' 
Odessa with an officially checked “full 
crew" — but one of the seamen had later 
been found ashore, well drunk. She es- 
tablished that Philby had pinched the 
man's pass, sneaked aboard and fled to 
the Soviet Union. She wrote the story for 
The Guardian, which, alas, did not pub- 
lish it until three weeks later, when 
Philby's escape, as determined by Clare, 
was disclosed. у 

Clare made her own future. Born ina 
Victorian mansion in Leicestershire, she 
rebelled against normal boarding-school 
education, won a scholarship to 0 Uni- 
versity of London and studied in the | 
London School of Economics and took a | - 
course in military history. She recalls 
that her father gave her a ERAS. in- 
terest in war. 

Married and widowed twice, she 
worked for The Observer, The 
Economist, The Sunday Times and The 
Guardian — shifting whenever she 
sensed livelier developments in different 
areas. She now covers China for The 
Daily Telegraph and is working and lec- 
turing at the Centre for Asian Studies at 
Hongkong University. Before the OBE, 


she had won two Journalist of the Year 


awards for her coverage of the Algerian 
war of independence which ended in 
1962. As modest. as she is brave, she 
never talks of these matters. 

The Chinese connection began hap- | 
pily in 1972, when she quit Saigon (now 
Ho Chi Minh City) to join then British 
minister of state Anthony Royle on his 
visit to Peking. Then she had a three- 
year term in Peking — but, en route, 
characteristically stopped over in Hong- 
kong in seclusion for three weeks to re- 
search basic events in China, That's the 
way she works. 

With her remarkable background, I 
reckon she will be (at least profession- 
ally) happy if the guns go off along the 
Sino-Soviet border and she can swiftly 
get back into her combat kit. 









By Donald Shuster. і 
Japan's adventure in 
military-economic 
expansion that-ended 
tragically. ‘in, August 
1945 began more than 
half a century earlier. 
In two quick and suc- 
cessful -wars first 
against China (1894- 
95) and then against 
(1904- -05), Japan acquired а large 
empire and thus joined the West- | 
powers as an often. reckless. colonial 
er. By 1910 Japan claimed. Formosa 
; Southern. Sakhalin: and 
erritories and had gain- 
















Id. War I provided Japan with the 
pportunity for further colonial expan- 
| After Germany refused.to relinquish 
colonial territories. in China, Japan de- 
агг in August 1914. Japanese 
ickly took over German posses- 
ів China and seized the German-ad- 
istered islands in Micronesia == the 


1020- the Micronesian сая 
egally- conferred on Japan. asa: 

of Nations mandate, allowing-thé: 
to be administered under Japanese 
subject to the requirements: 3 
. Since Japan withdrew fro 













ng iti 30"Vear à tenure in the Pacific 
» Japan „ developed ^ ambitious: 
0 omic programmes. From -the late 

05 to:the early 1940s, immigrants from 

i| Japan: and Okinawa flooded ино. 

lands to engage in commercial ac- 
i. The Japanese. ran small busines- 
ture and. fishing. which: were 
„the larger land areas of the 
and. Palau islands. These hard- 
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immigrants were its producers as well as 
consumers. Exports to Japan from Palau 
included phosphate, fish, “copra and 
pineapple. Japanese statistics for the mari- 
date show that during. 1924-38 exports ex- 
ceeded ітрогіѕіп growing amounts: 

The conjunction of economic prowess, 
a pair of successful: wars, political pacts 
with the Axis.powers in 1940: and the 
Soviets in 1941. combined’ with. ultra- 


nationalism, all pointed Japan. towards 


greater territorial: expansion, especially 
since it had potent means to:work its will. 


+ The decision in July 1942.to move south 


through thé Pacific and Southeast Asiain- 


stead of north through the Soviet Union 
«was the single: most -fateful decision in 


modern Japanese history because it led to 
the destruction of everything Japan had 


achieved: sincethe Meiji Restoration. 


;This move through the south; labelled 
the Greater East Asia Coprosperity 
Sphere, aimed at the creation of. à new 
order in Asia and the Pacific, a long-stand- 


“ing J зрапеѕе ideal in response to half а - 












Western imperialism. The uto- 
| that sustained t ney е de- 





their mutual benefit.received wide expo- 


sure- during. Japan's peer military. |: 


triumphis of 1941-42... 


: S: asa rallying ideal for the Pacific 


war, the vision of the coprosperity 
sphere captured the.imagination of Japan- 
ese intellectuals and the public alike. Some 
mouths, after the announcement of this 
utopian plan by prime minister Fumimaro 
Konoe in 1940, Prince Ito, a close relative 
of the emperor, visited the Palau islands to 
dedicate. the: grand government-spon- 
sored. Shinto: shrine. — 

To. assure the success of this. visionary 
mission, the US fleet at Pearl Harbour had 
to be destroyed. ‘The brilliant.attack of 
December 7,1941, 
than strategic victory. The Japanese raid- 
ets failed to catch the three and only US 


- | aireraft. carriers in port:and overlooked : 
destroying: the .harbour's fuel supplies | ci 


which, had-they been bombed; would 
have immobilised the existing fleet for 


months. With. the: battleships sunk or | 
badly crippled, the US Navy put emphasis. 


on construction of-aircraft carriers which 


Pacific military power. 
1 


i кайр: the erm Western j 
‚|: powers from Asia and the Pacific. 

| would. serve as an industrial |. 
centre to process raw materials and de- |* 
liver: manufactured goods; It would also- 
take the lead in cultural and linguistic:af-" 
fairs. This vision of Asians cooperating for. 


thest possible elene: eles — north 
| to the-Aleutians, east to Hawaii, south to. 
Ве Solomons, Bismarks and ‘New 
Guinea, and southwest to India — and to 
hold «the: US гаг бау while -persuading 
Washington to sit.at the peace table where 
spheres of influence could be mutually es- 
tablished. i 
The Pacific victories worked: ‘upia con 
tágious euphoria in the Japanese civilian. 
population ard served.as a response to 
years of Western. racism. This burst of 
passion overflowed in jingoistic speeches 
in the Japanese Diet. Unlike the navy, 
which деѕігей а мійег war, Hideki Tojo 
and the army were cautious atthe еер- 
ad been. rudely 
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sweep of the yen bas bech 
the. 1970s Japanese 
and investment have; 








was more а tactical 


ultimately destroyed. most of Japan's. E 


empaths from the attack” 










by dubios four decades. аро: 
Ironically, a cautious and economically 
pragmatic version of the coprosperity 
sphere has succeeded where the utopian 
and forceful thrust of the 1940s failed. 
According to tie. South. Pacific: Сот-: 
mission: statistics, by 1978 Japan. ranked: 
fourth behind Australia, Western Europe 
and: the. US in the value of exports to 
Pacific nations and territories. If the pre 
sent trend continues, Japan will soo: А 
pass. Western Europe and the US for Jas 
panese exports have grown continuously 
during’ 1972-78 from  A$140 million: 
(US$144 million) to-A$210 million. These 

































"exports: have been mainly: personal con- 












n as ve =з “wate 









ports more to Japan than 
1978 ше. total value 









and nickel ores, timber and fish, the main 
sources being Papua New Guinea, the Sol- 
omon islands and New Caledonia. Al- 
though Japan is progressively depleting 
the resources of the region, Pacific island- 
ers by and large do not perceive Japan as 
the voracious economic animal some 
Asean nations complain about. 

Japan’s economic miracle is clearly re- 
flected in its people’s desire for travel: In 
1980 more than 4 million Japanese visited 
tourist destinations abroad. Those Pacific 
islands most badly mauled by war are now 
a paradise for weary city workers, old 
soldiers and rapturous honeymooners. 
Saipan receives nearly 75,000 Japanese 
tourists annually. 

Vice-Adm.. Chuichi. Nagumo, who led 
the Pearl Harbour strike force, committed 
ritual suicide on Saipan when it fell to the 


invading Americans in August 1944. Tojo 
and his war cabinet were similarly dis- 
graced by Saipan’s loss and resigned. Dur- 
ing this very bloody battle some 24,000 Ja- 
panese died in combat or jumped to their 
deaths from craggy cliffs at the northern 
tip of the island where numerous monu- 
ments proclaim those tragic days. Today 
thousands of sombre friends and relatives 
of the dead come for memorial and crema- 
tion ceremonies. 

Saipan's sparkling sand and sun attract 
the younger Japanese in droves aboard 
daily flights from Japan. Japanese invest- 
ors own most of Saipan's excellent beach- 
front hotels and have supported the legali- 
sation of gambling which the strongly 
Catholic local community has so, far re- 
sisted. Half an hour's flight south of 
Saipan is Guam where nearly 200,000 Ja- 
panese tourists flock annually. The fight 
for Guam was nearly as fierce as for 
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Saipan, but as an unincoporated US terri- 
tory Guam recovered more quickly-than 
Saipan where the American CIA estab- 
lished a training base and restricted entry 
until 1962. Yearly tourist increases. for 
Guam have been phenomenal, running at 
15-25,000 per year. у 

Most of Guam's luxury hotels on 
Tumon bay are jointly owned by Japanese 
business and local interests. Guam's 
tourist industry pumps some US$100 mil- 
lion into the island economy, joining the 
US military as the island's second major 
source of income. As on Saipan, there are 
numerous jointly owned restaurants, 
grocery stores, tour operators, bus-fleet 
and car-rental businesses. ( 

From Guam а few hundred Japanese 
tourists annually visit areas of the pre-war 
mandate — Majuro, Ponape, Truk, Yap 
and Palau. In 1981 а wealthy Osaka resi- 
dent purchased the one luxury hotel in 
Palau — former capital of the mandate — 
from Continental Airlines. The buyer pre- 
dicts that Japan Air Lines (JAL) will begin 
direct flights from Tokyo as soon as air- 
port improvements are completed in 
Palau. 

Guam has an attraction Saipan does not 
yet have — the flesh industry. The por- 
nographic magazine shops, massage par- 
lours and sex movie houses currently do a 
booming business. If the proposed morals 
legislation now being considered by the 
Guam legislature is passed, further tourist 
industry growth will be slowed. 


hat the North Pacific offers Japan in 
W tourist pleasure and investment, the 


- south supplies in minerals, timber and fish. 


While Fiji, Vanuatu (formerly the New 


‘Hebrides) and New Caledonia were not 


taken by Japanese invasion forces, the lat- 
ter two areas served as forward bases for 
US forces. These troops of the 1940s have 
been replaced by a trickle of Japanese 
tourists who come on a.once-a-week direct 
flight to Fiji. Although the joint-venture 
Pacific Fishing Company was set up in Fiji 
in 1963, large-scale Japanese foreign in- 
vestment as in Hawaii has not yet taken 
place due to the uncertainty of continued 
JAL service and a shortage of fresh water 
on the northern island of Vanua Levu. 
Both Fiji and Vanuatu have negative 
trade balances with Japan but the maturity 
of Fiji's huge pine forests on Viti Levu and 


expansion of fish and sugar exports may: 


remedy some of the imbalance in the mid- 
1980s. Vanuatu pins its hopes on further 
development of fish, tourism and wood- 
chips, but this, the Pacific's most newly in- 
dependent nation of 113,000 people, is 
cautious about too much foreign tourist 
influence. 1 

In contrast, French-controlled New 
Caledonia has consistently discouraged 
Japanese investment by tangles of red 
tape. Exports of nickel ore have fallen off 
dramatically due to competition from 
closer sources in the Philippines and In- 
donesia. If not for the growing number of 


Japanese honeymooners and casino 


gamblers, the French colony would, like 
Fiji and Vanuatu, have a negative trade 
balance with the Japanese giant. 

Of the 6,000 Japanese tourists who an- 
nually find their way to the Solomon is- 
lands, the elderly go to Mt Austin to pay 
their respects to those who perished in the 
furious sea and land battles of Guadal- 
canal. i i 

Japanese forces took New Ireland and 
New Britain from staging areas in Truk 
and later invaded northern New Guinea. 
The Japanese navy set up native schools in 
these areas for the express purpose of 
propagating Japanese language and cul- 
ture. Given this war-time development, 
New Guinea was the only. area in the 
Pacific basin where the Japanese military 
presence accelerated a move’ towards 
eventualindependence. , 

The war builder of the famous 
Nanyo Bokei Company, Teruo Kosuge, 
believes the untapped resources of Papua 
New Guinea are essential for Japan. 
Japan retains an embassy in Papua New 
Guinea and some 20 major firms do busi- 
ness there. This booming activity has paid 
off for the national airline, Air Niugini, 
which flies to Kagoshima and is pressuring 
the Japanese for a further link to Tokyo. 
Consonant with former #ргіте minister - 
Masayoshi Ohira's concept of a Pan- 
Pacific Cooperative Community, Japan is 
cautiously expanding its economic.role in 
the Solomons and Papua New Guinea, at- 
tracted to the sizable mineral and.timber 
resources there. Ny 

In exchange for A$65 million worth of 
cars, electronics, electrical -appliánces, 
foodstuffs and industrial. machinery, 
Papua New Guinea annually exports cop- 
per. ore worth A$140 million, timber 
worth A$25 million and also unprocessed 
copra, fish and prawns. As in Fiji, the Port 
Moresby. government is the local 
partner in ventures with the Japanese. 

Some 75% of Solomon islands exports 
to Japan of A$7 million consist of rough 
logs. While this economic’ venture in- 
volves few Solomon islanders, one of the 
country's biggest employers is the very 
successful joint venture in fishing, Sol- 
отоп Taiyo Ltd. The island government: 
and Taiyo have recently signed their sec- 
ond 10-year agreement (1981-92) that es- 
tablished a 50-50 ownership and other ar-^ 
rangements favourable to the Solomons. 
Each of the-company’s 23 fishing vessels 
— to be increased to 34 by 1992 — carries 
15 Melanesian and. 10 Okinawan fisher-— 
men: The joint venture contributes nearly ` 
40% of the Solomons’ foreign currency . 
earnings. | i 


Thus, from fish, timber and mineral 


ores in Melanesia to the holiday haveris iri! - 


Micronesia ànd Hawaii, Japan has re-es- 
tablished active and growing economic re- 
lations with nearly all island mations and 
territories touched by the Pacific war. In 
this way what was lost to the gun has been 
won by the yen. 
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` courage. A 
. economic, judicial, educational and social 
"administration in Panjsher had become 
the envy of the Afghan guerillas else- 


AFGHANISTAN 


Afghan guerillas in Peshawar: not yet crushed. 





Aredoubtable redoubt 


A Soviet-led bid to wrest control of the strategic Panjsher 
Valley from the guerillas proves costly for the attackers 


By John Fullerton 
Peshawar: Details are emerging of the 
battle for the Panjsher Valley, which may 


. well turn out to have been the most signifi- 


cant military development so far in Af- 


' ghanistan’s four-year-old war and some- 
_ thing of a turning point in the struggle be- 
tween guerillas opposing President Bab- 


tak Karmal's government in Kabul and 
the Soviet and Afghan security forces. 

Several. thousand Afghan and Soviet 
troops began to deploy from their garri- 
sons in Kabul around May 10 and estab- 
lished themselves in the area around 
Charikhar and Gulbohar in Parwan pro- 
vince, north of the Afghan capital. Then 
on May 21 waves of aircraft — including 
the Soviet Union's answer to the United 
States’ А10 “tank buster” ground-attack 
aircraft, the SU24 — struck at villages the 
length and breadth of the Panjsher Valley. 

Panjsher is a natural redoubt about 100 
kms north of Kabul, a steep, narrow valley 
with a gorge which provides access at its 
southernmost end. It has. become a sym- 
bol for the Afghan resistance because it 
threatens Kabul itself, the major military 
air base at Bagram and routes linking the 
capital with the Soviet Union. 

' Itisthe home of the homogeneous Tajik 
people. Guerillas led by engineer Mas- 
soud Ahmadshah have a reputation for or- 
ganisational ability, tactical skills and 
full-fledged alternative 


^ where. 


Several American and European obser- 
vers have returned from the valley to 


£ Peshawaf with eye-witness accounts of 


what h ned during a month-long bat- 
tlé which they held was by no means over. 
They said that the guerillas had not been 
crushed, while the security forces in the 


зв * 


area had presented themselves as easy 
targets. 

The air attacks were intense, but both 
helicopters and fixed-wing aircraft oper- 
ated at high altitude. Many bombs failed 
to detonate — either because of faulty 
fuses or the jagged, near-vertical terrain. 
Aerial mines dropped by parachute were 
more effective. In one village a total of 223 
bombs were reportedly dropped. The re- 


ported results: one civilian killed, another 


wounded. e 

The strafing and bombing was accom- 
panied by deployment of helicopter-borne 
troops. The soldiers set down along the 
sides and to the north of the valley found 
themselves under accurate fire from 
guerilla pickets. Their casualties were re- 
portedly high. The bulk of the troops were 
put down in the valley's floor to provide a 
bridgehead for the armoured columns. 
The eyewitnesses said that these infantry- 
men put up tents and it was only after they 
came under heavy fire from gleeful gueril- 
las on the ridgetops that they took to dig- 
ging foxholes. 

Armoured columns made up of several 
thousand troops moved through the 
southern pass leading to the valley. The 
reports said that in the early stages their 
advance was keenly contested, with about 
50 military vehicles of all types being put 
out of action by guerilla rocket fire. Then 
the guerillas fell back, deliberately luring 
the security forces further in. 


[: was very much Moscow's operation. 
Estimates of the numbers of troops in all 
the villages of the valley varied, but local 
guerilla sources put them at 8,000 Soviet 
and 4,000 Afghan troops. Outposts were 
established at Anawa, Rokha and 
Bazarak, with heavy fighting reportedly 
taking place at the northern end of the val- 





ly road. 

The operation to demolish the resis- 
tance in Panjsher was clearly timed to 
coincide with the current round of talks 
sponsored by the United Nations in 
Geneva, in which the UN special envoy, 
Diego Cordovez was holding separate dis- 
cussions with the Afghan and Pakistani 
foreign ministers in an attempt to make 
progress towards a negotiated solution to* 
the crisis. For Kabul and Moscow, the 
Panjsher operation was a test of strength 
and an attempt to deliver а major 
psychological blow to the Afghan gueril- 
las' confidence. 

The intensity of feeling over what was 
happening was reflected in the extent of 
rumours throughout Afghanistan and 
Pakistan. It was reported at one stage that 
four Europeans had been captured, prob- 
ably one or two teams of French medical 
volunteers who staff Panjsher's hospital. 
AII five later returned, and they said it was 
clear that for Kabul they were an impor- 
tant target. 

; The hospital had to be moved on five 
occasions to avoid destruction. The 
woman doctors reported that guerilla 
losses were negligible and civilian losses 
light — primarily they said because 
Massouda's intelligence provided warn- 
ings of attacks on specific villages. 

The guerillas themselves took refuge in 
the mountains overlooking the security 
forces and in side-valleys from which they 
launched harassing attacks. Jamiat-i-Is- 
lami headquarters in Peshawar was clearly 
under pressure to provide some reassur- 
ance in the face of repeated Radio Kabul 
claims of victory and restoration of gov- 
ernment control. The office released a 
statement saying the communist forces 
had withdrawn on June 4. In fact some 
troops may have been relieved, but it was 
not until a letter from Massoud arrived 
that a clear picture emerged. 

Considerable damage to the guerillas' 
agricultural base Was. reported, The 
guerillas urgently needed fresh supplies of 
arms and mén, but, thanks to Massoud's 
policy of distributing arms and instructors 
as far afield as Hazarajat in central Af- 
ghanistan and throughout northern areas, 
two American reporters who were present 
in the valley reported reinforcements 
laden with ammunition and arms moving 
in from as far afield as Bamian and Kun- 
duz provinces. Meanwhile, guerillas am- 
bushed tankers carrying badly needed fuel 
through the Salang pass from the Soviet 
Union. Several dozen were knocked out 
with the aid of RPG7 rocket launchers, 
the guerillas claimed. 

The foreigners say that it will take con- 
siderably greater numbers of troops to 
maintain the tenuous presence in the val- 
ley. The fighting in and around Panjsher is 
expected to last at least a further month 
and perhaps longer. Soviet and Afghan 
casualties are estimated at more than 
2,000 so far. Several hundred Afghan sol- 
diers have joined the mujahideen (holy 
warriors), while 18 Soviet Central Asians 
were reported to have defected to their 
Tajik cousins. 
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Efficiency. Business in Asia has 


undergone sweeping changes away from the historical pattern of com- 
modities shipped West and manufactured goods shipped East. With grow 
ing diversification and sophistication the economies of Asia have become 
strongly export-oriented 

As a result speed and efficiency in banking on a worldwide 
scale have become a vital need for a demanding clientele 

Eurasbank has built a reputation for efficiency during the 
past decade. Quick documentary transactions. Fast decisions on financing 
Sound advice on project finance. Immediate access to a broad branch 
network in Asia linked to a strong base in Europe 

Eurasbank means efficiency, in any currency 


The European bank for business in Asia 








Hamburg - Bangkok 
Bombay - Colombo 
Hongkong - Jakarta 
Karachi - Kuala Lumpur 
Manila - Seoul 
Singapore 

Taipei · Sydney 
Head Office: 

Neuer Wall 50 
D-2000 Hamburg 36 
Telephone 3 6146-0 
Telex 2 162 228 eur d 


European Asian Bank 


Modern Technology and 
Castles on the Rhine 


West Germany is a country of 62 million people; 

of industries, autobahns, railway lines, river 

transportation and international airports; of light- 

ning-quick communications networks and 

space-age technology; of businesses, banks and 
trade unions; of political parties committed to democratic 
rule even while heartily disagreeing about who is best able 
to conduct the affairs of state. 

In short, West Germany is a fast-paced, modern, pluralis- 
tic, industrial, technological and democratic society. Which 
perhaps is one of the main reasons why, as the 20th century 
approaches its close, Germans and foreign visitors value all 
the more the country’s rich historical resources dating back 
to quieter centuries, whether they be Cologne cathedral, 
castles and medieval fortresses on hilltops along the Rhine, 
or the grand, romantic Neuschwanstein Palace surrounded 
by the snow-capped Bavarian Alps. 

The good thing about Germany is that a visitor — no mat- 
ter what part of the country he or she may be in — is never 
very far away from reaching those remnants of past ages. 
Even the most harried business traveller just may be able to 
organise his trip, with a little planning and help from such or- 
ganisations as the German Tourism Centre (DZT) in 
Frankfurt, in such a way as to include paying a call on one or 
other of the country's many historical treasures. 

There are too many to list here; instead, it might be worth- 
while providing capsule descriptions of some of the more 
popular attractions, those which continue to draw people 
from around the world. 

Neuschwanstein Palace, that fairy-tale structure in the 
Alps not much more than an hour's drive south of Munich, 
was built in the 19th century by Bavaria's legendary King 
Ludwig Il, one of the last of a long line of monarchs from the 
House of Wittelsbach. Impressive as it is, the palace gets 
tough competition from any number of other castles, 
palaces, baroque churches and monasteries which dot the 
Bavarian countryside. 

Berlin's Charlottenburg Palace, built as a summer resi- 
dence in the 17th century for 
Sophie Charlotte von Branden- 
burg, is a favourite of visitors. 
The surrounding cool green park 
provides a welcome haven for 
those who have just experi- 
enced the fast-paced life of 
Berlins famous boulevard of 
shopping and entertainment, the 
Kurfürstendamm, a few minutes' 
walk away. 

From further back in history, 
along the famous Burgenstrasse 
or Castle Route between Heidel- 
berg and Heilbronn, one comes 
across 37 castles in a 60-mile 
stretch of the Neckar River valley. 
One of those is Hornberg, where 
Gótz von Berlichingen — a 
knight in the Peasant War of 
1525 — lived for 11 years. Every 


The Mosel at Cochem. 





FEDERAL REPUBLIC OF GERMANY 
AT A GLANCE 


Gross National Product 1981: DM 1,551.9 trillion (—0.5%) 
1981 Exports: DM 397 billion (+7%, rean 
1981 Imports: DM 369 billion (—3%, real 
1982 Jan.-April exports: DM 144.1 billion 
1982 Jan.-April imports: DM 129.5 billion 

Population: 61.7 million 
Work force: 25.7 million 
1981 Unemployment rates: 5.5% 
1981 Inflation rate: 5.9% 

Chief Industries by Turnover, 1981: 
Mechanical Engineering DM 125.2 billion 
Food + Agriculture DM 124.4 billion 
Motor Vehicle DM 117.9 billion 
Chemicals DM 116.9 billion 
Electrical -- Electronics DM 104.5 billion 
Iron + Steel DM 44.0 billion 
Area: 248,577 sq. kms 
Balance on Current Accounts 
1980: minus DM 29.5 billion 
1981: minus DM 17.1 billion 
1st quarter 1982: minus DM 1.7 billion 


DM/USDollar average parity 1981: DM 2.27:US$1 
DM/USDollar partiy, May 15, 1982: DM 2.30:US$1 


Sources: Federal Office of Statistics/Wiesbaden. 
Bundesbank/Frankfurt. 
Ostasiatischer Verein (East Asia Association), Hamburg. 


summer, Johann Wolfgann von Goethe's drama Gótz von 
Berlichingen is performed in the courtyard of Gotzenburg 
Castle not far away. 

Of all Germany's rivers and castles, the Rhine is of course 
the most famous, both for the structures atop the bluffs and 
the breath-taking scenery which inspired, among other 
things, Heinrich Heine's famous Lorelei poem: not to men- 
tion the wines that come from the region. But nearby is the 
narrow, winding Mosel and it too has several castles, a fa- 
mous one being at Cochem, also 
surrounded by vineyards. For 
really old history, one should visit 
Trier on the Mosel: considered to 
be the oldest German city, it was 
set up by the Romans as an admi- 
nistrative centre in 15 BC and 
features ruins of baths and an 
amphitheatre. It was also the 
birthplace of Karl Marx, whose 
house is now a museum. 

Germany, of course, is also 
famous for its forests, those dark, 
mystical places which inspired 
many a Brothers Grimm fairy tale 
and which today continue to be 
well-preserved. In the Reinhards- 
wald forest region north of Frank- 
furt is located the Sababurg cas- 
tle, which was the original castle 
of Sleeping Beauty. € 


This Advertisement Supplement was written in the Federal Republic of Germany (FRG) by Douglas Sutton. 
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A Greater Awareness of the 


Possibilities 
Quantitatively, perhaps, the Federal Republic of 
Germany's trade relations with Far East Asian 
countries measure up only modestly in terms of 
the country's overall commerce abroad. Yet 
there is no denyinga feeling in the FRG that trade 

with the Far East is set for steady expansion; nor can the fact 
be overlooked that qualitatively speaking, the West German 
economy's financial, technological and commercial rela- 
tions have already shown a marked improvement and will 
continue to do so. 

It is not exactly that Asian nations and Germany are just 
now discovering each other because trade between them 
goes back more than a century. But these days, as West 
German industry is starting to search for new foreign 
partners in an effort to maintain the FRG's high-powered 
export-import performance, the focus is more and more on 
the Far East. 

One need only turn the economic pages of major Ger- 
man newspapers to find examples. This past Spring, for in- 
stance, this reporter gathered within a matter of a few weeks 
dozens of items on firms establishing permanent sales and 
business offices in Singapore, Tokyo or Peking; signing in- 
dustrial-cooperation and joint-marketing agreements with 
any number of Indian, Japanese or South Korean com- 
panies; or just plain reporting sales successes in several 
Asian markets. 

While this was going on, West Germany was playing host 
to a steady stream of visitors from the Far East. A one-month 
period between mid-April and mid-May, for example, saw a 
major Indian engineering delegation exploring possible co- 
operation with several FRG machinery and capital-equip- 
ment manufacturers; a visit to Bonn by Indian Oil, Chemis- 
try and Fertilizers Minister Shiv Shanker; a Sri Lankan 
economic delegation holding talks in the capital; and then 
the second meeting of the FRG-China joint economic com- 
mission led by Chinese Foreign Trade Minister Chen 
Muhua and West German Economics Minister Count Otto 
Lambsdorff. 

To put the current trade situation in a statistical 
framework, West Germany's trade with 24 Far Eastern na- 
tions last year showed imports of DM 29.404 billion 
(US$12.30 billion), compared to the 1980 figure of DM 
26.149 billion. FRG exports to East Asia meanwhile surged 
to DM 19.731 billion from DM 15.325 billion a year earlier. 
These figures were modest in comparison to the 1981 fig- 
ures of DM 397 billion for overall West German exports and 
DM 369 billion in total imports. 

But there is another aspect about the figures, as the Ham- 
burg-based East Asia Association (OAV) — a private group- 
ing of FRG firms which do business in the region — which 
advises both the government and companies on trade poli- 
cy matters in the region — points out. Growth in trade with 
the Far East, both on the import and export side, far sur- 
passed the overall rates: FRG exports showed an overall 
real 7% growth, well below the 29% surge shown with the 
Far East, and overall imports fell by a real 396 compared to 
the 13% jump in purchases from East Asia. 

It is worth noting that, while the FRG's overall trade ba- 
lance in 1981 showed a DM 28 billion surplus — which 
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helped achieve a major reduction in the country's balance 
on current accounts deficit (from DM 29.5 billion in 1980 to 
DM 17.1 billion last year) — West Germany showed a 
nearly DM 10 billion deficit in its trade with East Asian coun- 
tries. 

This fact helps Bonn support its policy of advocating open 
world trade and protectionism-free markets, an argument 
which Lambsdorff this past Spring presented in meetings 
with top Japanese Government and industry leaders in 
Tokyo. While the Germans continue to press for further 
liberalisation of trade, they also realise that their own stance 
and behaviour are being more and more closely scrutinised 
by non-aligned developing nations; particularly in such di- 
verse arenas as the North-South talks, the Lomé Conven- 
tion and the General Agreement on Tariffs and Trade 
(Gatt). 

Nor is there any lack of self-criticism when it comes to 
analysing German firms' performance in the Far East. A re- 
cent survey by the German Industry and Trade Council 
(DIHT) of the FRG's foreign trade chambers around the 
world, for example, said that many West German firms in ef- 
fect had not done enough homework in researching some 
of the Asian markets. 

This appraisal was echoed by Dr Ingo Greve, an 
economist with OAV; while agreeing that Japan had not 
budged readily to West European demands for faster and 


| more comprehensive liberalisation action, Greve hinted 
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Advertisement Supplement 


that the Japanese market might be somewhat easier to 
penetrate if firms did something as basic as encouraging 
their managers to learn the language. 

"Of course it's an area and a market where business 
methods appear exotic or even mysterious to us, and no 
doubt this is a barrier," Greve said. "But our language and 
market practices were not any easier for the Japanese — the 
difference being, they went out and put their sales and mar- 


keting people through German language courses and even- 
tually they learned our system. This is something which, by 
and large, our companies have yet to do.” 

But he added that West German firms are steadily be- 
coming more aware of the possibilities in the Far East — an 
observation demonstrated by focusing on, in a number of 
key Asian countries, a variety of recent business develop- 
ments involving FRG companies. Ф 





Dynamic Two-way Investment 


When Indonesia last February opened a new of- 

fice in Frankfurt — West Germany's door to the 

world of international banking and finance — it 

was a move which reflected Jakarta's interest in 

going beyond traditional commercial ties be- 
tween the two countries. Specifically, the office is to pro- 
mote not only trade but also to try to stimulate greater FRG 
industrial investment in Indonesia. 

This development is mentioned because it is representa- 
tive of the importance many East Asian nations are attach- 
ing to attracting greater West German investments. Reports 
say that Taiwan is possibly giving thought to an investment- 
promotion office in the FRG; and West German capital par- 
ticipation was the prime subject when a Sri Lankan delega- 
tion made up of the Greater Colombo Economic Commis- 
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West Berlin's busy K urfürstendamm. 








sion, the Foreign Investment Authority and the Sri Lanka 
Federation of Chambers of Commerce and Industry held a 
series of seminars in Frankfurt, Cologne, Munich, Duessel- 
dorf and Stuttgart for two weeks in May. The men from Co- 
lombo particularly sought to acquaint banks and companies 
with opportunities offered by Sri Lanka's new free trade 
zone. 

As a look at statistics indicates, West German firms are 
now looking beyond their main foreign investment country 
— Japan — to other East Asian nations. And while the vol- 
ume is modest by comparison to other regions, it nonethe- 
less shows a high and steadily increasing rate of growth. 

A recent study by the East Asia Association (OAV) in 
Hamburg showed that total FRG direct private investment 
in a dozen Far East Asian countries grew from DM 1.329 bil- 
lion (US$556.07 million) 
at the end of 1979 to DM 
1.606 billion a year later, 
a 19.1% increase. By 
the end of 1981, invest- 
ments had accumulated 
to DM 2.045 billion — 
a 27.3% surge. It is worth 
mentioning that the For- 
eign Ministry in Bonn 
and the Bundesbank re- 
ported that overall West 
German direct investment 
abroad last year grew by 
some DM 1.6 billion to 
reach DM 9.8 billion — 
which means that invest- 
ment growth in the Far 
East accounted for a good 
one-fourth of overall 
growth. 

OAV pointed out that 
most of that Far East 
growth was achieved 
through major increases 
in West German invest- 
ment in three countries — 
Japan, Singapore and 
Hongkong, if for differ- 
ent reasons. In Japan, 
where accumulated direct 
investment soared 31.4% 
to DM 546.6 million by 
the end of last year, 
FRG companies’ main 
goals were to build up 
sales outlets, to try to 
avoid certain import bar- 
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Research is a growing business 


Agriculture is one of the world's 
biggest industries. Bayercarries out 
research in many sectors of agricul- 
ture, working for bigger crops, 
reduced costs, improved quality. 
And it has a tradition of success. 
The Bayleton* family of fungicides 
helped in 1979 alone to increase 
cereal yields by over S 100 million. 
Baytan®, the new seed treatment 
for barley, protects the crop from 
the moment of sowing. 

But it's not just agriculture that is 
helped by Bayer research. 

With more than 10,000 products, 
Bayeris involved in almost all areas 


of human activity. With synthetic 
materials for helmets, protective 
equipment, shoes, the construction 
industry, drilling equipment, pipe- 
lines and for the automotive 
industry. With paint raw materials 
for surface protection in aircraft, 
railway stock, industrial plants, 
domestic appliances and furniture. 
With pigments for houses, furni- 
ture and machines. With textile 
fibres made to withstand extreme 
loads and superior in many ways to 
natural products. With dyestuffs for 
clothing. With pharmaceuticals, 
both prophylactic and therapeutic. 


With ideas on saving raw materials 
and protecting our environment. 
Bayer spends one twentieth of its 
annual turnover on research. To 
make our lives easier, more colour- 
ful, more enjoyable. 


Bayer thinks of tomorrow – 
today. 
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riers and to gain transportation cost advantages, OAV said. 

In Singapore, FRG private investment grew by about 
DM 106 million last year to reach DM 473.4 million, a 
28.8% increase, while in Hongkong it jumped nearly 30% 
to DM 301.2 million. As OAV noted, firms looked to these 
countries seeking lower-wage and fringe-benefit advan- 
tages as well as improved sales structures. 

One example of this latter intention was the announce- 
ment by MTU Motoren und Turbinen-Union GmbH that it 
had invested another DM 6 million in MTU Singapore Pte 
Ltd., its subsidiary set up in 1974 as a sales and service 
centre for the Far East and Oceania and which last year 
achieved a DM 53 million turnover. The investment went 
into expanding operations, including setting up an assembly 
plant for electrical power equipment and for servicing 
motors and components. 

OAV predicts that more West German firms will go to the 
Far East to set up assembly plants. It also noted the strong 
growth in new FRG investment in Sri Lanka and Malaysia, 
something which the latter country also pointed out when 
the Malaysian Industrial Development Authority held a 
seminar at the last Hanover Spring Fair. 

OAV officials say itis hard to quantify the number of joint 
ventures, rep offices and so on in the Far East in which West 

` German firms have direct capital participation because of 
the differing definitions and laws governing foreign firms 
from country to country. But the Ministry of Economics re- 
cently reported on the number of capital investment gua- 
rantees in the region assumed by the federally backed 
Treuarbeit AG in Hamburg. 

In the period 1960-81 when the investment insurance 
facility was set up there had been 432 guarantees made for 
investments in 22 Asian countries. This reflected over one- 
fifth of the total number of guarantees, which was also 
roughly the share of the accumulated value of guarantees to 
Asian ventures — almost DM 1.15 billion. Of particular in- 
terest was the fact that 44 guarantees valued at DM 126 mil- 
lion were made for investments in Singapore alone, or more 
than 10% of the total for Asia. 

Looking at the other side of the investment coin, there 
continues to be a sizable flow of Far East investment capital 
to West Germany. OAV noted that accumulated East Asian 
investments in the FRG rose to nearly DM 1.841 billion by 
the end of last year, a 15.376 growth rate or more than dou- 

. ble the 6.9% growth in overall foreign investments. 

This Far East investment activity has been dominated by 
Japanese enterprises, a not too surprising development in 

view of the fact that Japan is number eight on FRG's list of 
-. foreign trade suppliers. In that, the Ministry of Economics in 
Bonn reports, Japan has also risen to seventh place among 
all foreign investment nations. Japanese capital participa- 
tion had accumulated to DM 1.661 billion at the end of 
1981, a 14.2% growth from the previous year. 

Most of the new money from Japan is going to improve 
both Japanese firms’ sales and production structures in West 
Germany, as well as to the banking sector. Duesseldorf re- 
mains the main centre of Japanese activity in the FRG: the 
city recently reported that, last year alone, 41 Japanese 
firms set up limited-liability companies or rep offices, bring- 
ing the total since 1979 to 106 firms with such outlets from 
Japan. 

But other cities such as Frankfurt and Hamburg are also 
reporting the influx of more Japanese firms: OAV said that 
in Hamburg, for example, nine Japanese companies had 
bought up real estate worth DM 90 million and that another 
DM 250 million worth of Japanese capital had been depo- 
sited in Hamburg banks. + 








Old and New 
Faces in the 
Marketplace 


When the German Council on Industry and 
Ф Trade (DIHT), headquartered in Bonn, com- 






ments about FRG firms' foreign trade activity, 
people take more than just casual interest. This is 
not only because West Germany, where import- 
export business volume represents nearly half the gross na- 
tional product, is a foreign trading nation; it also is because 
DIHT, made up of companies which go out and deal in far- 
away places, has a sensitive finger on the pulse of trends and 
developments those companies encounter. In short, DIHT 
speaks with authority. 

So when DIHT recently conducted a survey it took of 
FRG Chambers of Commerce in 42 key trade markets ac- 
counting for about four-fifths of the country's total foreign 
trade, it found some aspects worth noting. One was that, 
while overall prospects for further growth on last year's re- 
cord foreign trade volume of DM 766 billion (US$320.15 
billion) looked good, German companies would have to 
step up their efforts to hold their eminent position. 

Also — and this came as somewhat of a surprise in view of 
the fact that exports to the Far East jumped nearly 29% to 
DM 19.7 billion — the DIHT survey found that FRG firms 
were actually not doing as much as other competitors to 
gain new business in the Far East and Pacific region mar- 
kets. It is a view which is gaining momentum in executive of- 
fices around West Germany. Yet, looking at some recent 
developments in companies dealings in the Far East, one 
must also realise that West German businessmen are not 
exactly taking things easy. A survey of what has been going 
on lately in the top five or six East Asian markets de- 
monstrates this fact. 


JAPAN 

In a way, figures make the best first impression: last year 
West Germany increased its exports to Japan to DM 4.76 
billion, a 20% growth from DM 3.96 billion in 1980 — nota 
bad performance in a market which has been widely criti- 
cised in the West as too protected. While the criticisms are 
well-known and problems are being solved through bila- 
teral and multilateral efforts, it is also already evident that 
West German firms are making more direct approaches to 
the Japanese market. They are doing so through coopera- 
tion agreements covering everything from joint production, 
marketing and sales to long-term technological research 
and development. 

Here is a list — by no means complete — of some re- 
cently-concluded agreements and possible future deals: 

» The machinery maker Trumpf entered a deal with 
Fujitsu-Fanuc for Trumpf Japan to assemble stamping 
machinery with numerical controls supplied by the Japan- 
ese firm. The FRG firm expects to increase sales by 15% an- 
nually in Japan under the agreement. 

» Boehringer Mannheim GmbH and Hitachi signed a 
10-year cooperation agreement for joint marketing and 
sales of clinical and chemical analysis equipment under the 
Hitachi-Boehringer Mannheim label. 
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Don’t miss the boat. 


Once you put a new export deal on stream, you have to 
have the best possible financial package on board, too - the one 
that will benefit your business most. Commerzbank, one of Ger- 
many's leading commercial banks with a consolidated business 
volume of about US $ 50 billion and a global network of offices, 
has served exporters and importers for more than a century. 

The ability to structure even the most complex export 
financing packages quickly and effectively on a multimarket basis 
is a traditional strength of Commerzbank. Today, a substantial 
proportion of West Germany's overall foreign trade is transacted 
with the help of Commerzbank experts. 

Have a talk with Commerzbank. Before you put your next 
project on stream. 
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» Hercules-Werke GmbH, a subsidiary of Fichtel Sachs 
AG, signed a cooperation deal with Yamaha Motors Co. Ltd 
*for the Nuremberg firm to sell Yamaha motorscooters in the 
: FRG under the Hercules label and for Yamaha to sell Her- 
cules bicycles on the Japanese market. The two firms also 
agreed to exchange production know-how. 

» PHB Weserhütte AG entered a cooperation agree- 
ment with Kajima Corporation for jointly offering and instal- 
ling port facilities for handling coal. Weserhütte is to build in 
West Germany and deliver to Japan specialised compo- 
nents for the facilities. 

» A. W. Faber-Castell and the Mitsubishi Pencil Com- 
pany signed a cooperation agreement for the FRG com- 
pany to sell in West Germany and West Berlin inkrollers and 
artists supplies made by Mitsubishi. At the same time the two 
agreed to cooperate in research and development of new 
products while A. W. Faber-Castell itself enters the Japan- 
ese market. 

» Thyssen Nippon K. K. said it has started talks with 
Honda for delivery of special aluminium-coated steel plates 
used in the production of engine exhaust pipes. 

» Allianz Versicherung AG is examining the possibility of 
an engagement in Japan, either through setting up a sub- 
sidiary or by cooperating with a Japanese insurance firm in 
the area of transportation and accident insurance. Explora- 
tory talks on this were recently held with the Japanese Minis- 
try of Finance. 

> Kraftwerk Union AG (KWU), the power engineering 
subsidiary of Siemens (which reported that its 1981 sales to 
Japan increased by DM 71 million to DM 274 million), is 
exploring with Japanese firms the possibility of introducing 
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its specially developed water pressure reactor to Japan. 

» FRG firms are realistic enough to realise that success 
on the Japanese market is not going to be automatic or even 
quick. But they are no doubt drawing encouragement from 
the example of the Bayerische Motorenwerke (BMW), 
which last year took the step of establishing its own fully 
owned sales and service subsidiary in Japan. While overall 
foreign car sales in the market declined by about one-sixth 
in the first quarter of this year, the Bavarian carmaker, alone 
among FRG firms, registered an increase in sales; and pre- 
dicting a 4076 sales increase for the year, BMW Japan is tak- 
ing up several million dollars worth of credits (under the Ja- 
panese Government's recently initiated low-interest loan 
programme to encourage imports) in order to expand oper- 
ations. 
In another recent development, Maschinenfabrik- 

Augsburg-Nürnberg (MAN), a leading FRG machinery- 
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and vehicles-maker, set up with the Danish firm Burmeister 
Wain Diesel a sales office in Tokyo. The reason cited: not 
only to improve chances in Japan, but also throughout the 
Far East. 


ASEAN 

West Germany's trade with this five-nation group made 
up of Indonesia, Singapore, Malaysia, Thailand and the 
Philippines — OAV pointed out — represented a significant 
portion of the overall growth in FRG-East Asian commerce 
last year. Of the DM 4.4 billion rise in exports to 24 nations 
in the Far East, West German deliveries to the ASEAN 
group increased by around DM 1.9 billion to a total of 
roughly DM 6.3 billion; total imports from the five nations, 
reflecting generally lower prices for such chief raw materials 
as tin, rubber and copper as well as for tapioca, declined 
slightly to about DM 4.2 billion. 

Some recent business developments in the ASEAN mar- 
ket reported by West German companies have been: 


INDONESIA 

» Nukem GmbH, a firm specialising in fuel elements for 
nuclear test and research reactors, won from the Indonesian 
Government a contract to plan 
and deliver a fuel element 
factory to be completed by 
the end of 1985. A simultane- 
ous licence agreement ar- 
ranges for technological trans- 
fer. 

» Thyssen Rheinstahl 
Technik GmbH, in consortium 
with W. Kellogg of Houston, 
Texas, was awarded the 
US$1.3 billion order from Per- 
tamina for an aromatics com- 
plex. 

» Salzgitter Maschinen- 
und Anlagen AG was contract- 
ed to deliver coal-processing 
facilities for the Surabaya 
power plant on Java. 


MALAYSIA 
» According to the Associa- A 
tion of German Machine- < 
builders (VDMA) 
group on turnkey industrial 
engineering, last year FRG firms won DM 632 million in 
turnkey plant orders from Malaysia, compared to DM 92 

million in 1980. 


THAILAND 

» Salzgitter Maschinen- und Anlagen AG won an order 
for the delivery of conveyor systems for the Egat І open-pit 
mine. Also in Thailand, the German Thai Chamber of Com- 
merce in Bangkok recently published (in English) its 1981 
yearbook which provides portraits of 230 leading business 
firms in the country. 


PHILIPPINES 

» Siemens AG won further orders to help modernise the 
telephone network, including providing voice circuits and 
digital technology. 

In surveying overall developments in FRG export trade to 
the Far East, the world’s two most populous countries — the 
Peoples Republic of China (PRC) and India — immediately 





working | BMWs are predicted to increase sales by 40%. 


catch the eye. This is because, in spite of the overall tighten- 
ing up of foreign trade activity in the PRC, West German 
firms last year achieved a 10% increase in deliveries to 
DM 2.29 billion, making the PRC the third biggest East 
Asian export market behind Japan and Indonesia. As for 
India, last year witnessed no less than a 64% jump in FRG 
exports to DM 2.25 billion, making India the fourth biggest 
market in the region. 


INDIA 

» Itshould be noted that India is not only making news as 
a major market for FRG firms, but also is doing its own share 
of increasing exports to West Germany: last year these rose 
a solid 12.7% to DM 1.28 billion. Moreover, one notices 
greater activity on the part of the Indians to help FRG firms 
get better acquainted with India. The Association of Indian 
Engineering Industry (AIEI) sent a high-level delegation to 
the FRG in April for talks with German machinery com- 
panies and the AIEI is thought also to be considering estab- 
lishing a permanent contact office in the FRG. Also, India is 
putting on a seminar in Duesseldorf next November to sell 
German industry the idea of setting up more production 
facilities; and at the 1984 Hanover Fair, India will be staging 
its biggest-ever industrial exhi- 
bition abroad. 

Recent developments re- 
ported by West Germans in 
the Indian market include: 

e DidierEngineeringGmbH 
won a DM 40 million contract 
for delivery of a polyester fila- 
ment plant near Bombay. 

e Klóckner & Co. signed 
with Orissa Mining Corp. Ltd 
(OMC) along-term agreement 
in which the FRG firm attained 
worldwide exclusive sales 
rights for OMC Charge 
Chrom. Klóckner hailed the 
deal as part of the firm's stra- 
tegy to secure raw materials 
supplies. 

e Volkswagenwerke (VW) 
said that, with the state-owned 
Maruti concern, it is exploring 
the possibility of cooperating 
in a motor vehicle assembly 
plant project planned by India. 

e Continental Gummi Werke and Bombay Tyres Inter- 
national (BTI) Ltd signed an agreement providing BTI with 
Conti tyre-manufacturing know-how designed to improve 
the quantity and quality of BTI tyre products. 

e The machinery manufacturer Reifenháuser GmbH + 
Co. concluded a licence agreement with state-owned Hin- 
dustan Machine Tools Ltd which, the West German firm 
says, will provide the Indian partner with modern machinery 
while at the same time improving service offered to Reifen- 
háuser's customers in India. 

e West Germany's Ministry for Economic Cooperation 
allocated for 1982 low-interest credits to India of DM 360 
million as well as DM 34.3 million in grants to help the de- 
velopment of India's energy sector, rural development and 
training facilities. It was pointed out that India is the top re- 
cipient of Bonn financial aid to developing nations. 


PEOPLE'S REPUBLIC OF CHINA 
e Among FRG companies there is a greater and more 
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sober realism about the business outlook, yet no one is 
denying that the potential is there. Although there were some 
setbacks when the PRC decided to slow down its ambitious 
economic modernisation programme, West German firms 
have stayed in the market, convinced that business will im- 
prove. This conviction was recently backed up when the 
joint FRG-PRC economic commission held its second-ever 
session in Bonn and Chinese Foreign Trade Minister Chen 
Muhua outlined a number of industrial sectors in which the 
PRC is interested in German technology. Some recent de- 
velopments: 

a Volkswagenwerke (VW) reported that it is exploring 
the possibility of setting up a Santana model assembly plant 
together with the PRC car industry in Shanghai. 


= Siemens AG recently won a contract to deliver an elec- 
tronic protection system for a 500-kilovolt high-tension 
electricity network in northern China. 

=» Olympia Werke AG established with the PRC and the 
Sun Hung Kai group — a joint-venture company in Hong- 
kong — Sinotype Systems Ltd to sell the jointly developed 
Chinese alphabet 1011 typewriter. 

a Mietfinanz GmbH, an enterprise specialising in leasing, 
entered into a cooperation agreement with the China Inter- 
national Trust and Investment Corp. (CITIC) to offer lease- 
financing facilities to help the export of German, European 
and perhaps American machinery and equipment to China. 
The agreement with CITIC also calls for promoting the ex- 
port of PRC capital-investment goods. Ф 





Bankers! 
Go East 


lt comes as no surprise, when looking more 

closely at areas where West German banks are 

now starting up operations or are thinking about 

doing so, that the Far East stands out on the world 

map. Two explanations come to mind; one is 
that the area is steadily becoming an important foreign trade 
market for FRG industry as a whole, and therefore an area 
where German banks can provide firms with a wide range of 
banking services as trade with Asia grows. Another is that, 
though FRG banks since 1972 have dramatically expanded 
their foreign operations, it is only recently that these moves 
have begun extending to the Far East. 

In 1972, there were just five German bank branches lo- 
cated abroad, handling a business volume then of some DM 
4 billion (US$1.67 billion). Now, 10 years later, the num- 
ber of such foreign branches of FRG banks is nearing 
80 with their business volume two years ago measured at 
DM 95 billion. And it is on a map of the Far East that the 
pins marking these new operations are being placed more 
and more. 

In recent months, for example, Germany's top three 
commercial banks — Deutsche Bank, Dresdner Bank and 
Commerzbank — all opened representative offices in Pe- 
king. The move represented a further expansion for all three 
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Schloss Neuschwanstein in the Bavarian Alps. 





banks in the region as the three had been operating pre- 
viously from Tokyo, Hongkong and Singapore. 

But it is not just banking giants which are doing business 
in the region. Now also operating out of Tokyo and Hong- 
kong with either fully owned subsidiaries or branches are 
the Bayerische Vereinsbank and Westdeutsche Landes- 
bank. Hongkong is also where the Deutsche Genos- 
senschaft (DG Bank), the Bank fiir Gemeinwirtschaft and 
(most recently) the Bayerische Hypotheken- und Wechsel- 
Bank have opened branches or subsidiaries. 

As mentioned previously these are, with a few excep- 
tions, all developments going back only a few years or less. 
One bank, which has been in the region for 10 years and is 
represented in 12 Asian and Pacific countries is the Euro- 
pean-Asian Bank, based in Hamburg and owned by seven 
banks from Germany, Holland, Austria, Italy, England and 


HH V 2 1089 a FAR CACTEDA Coni die nr arses 


Heigel: City-Museum, Munich 





Bavarian 





drive and friendliness can help 
you conquer new markets. 


Bavaria, our home, has a long tradition 
in international trade, and from this base we 
ч have built our reputation as foreign trade 
2—8 banking experts 

We are one of the largest universal banks 
in West Germany, and appreciated for our 
flexibility and friendliness. And we know our 
market well 

This professional experience guarantees 


vou the best possible service and advice 


Bayerische Landesbank 


? 


International Banking with Bavarian Drive and Friendliness 











Our full range of modern facilities includes 
e Professional documentation and rapid 
payment transfers (S.W.I.F.T.) 
e Export-impor financing packages 
e Client-onented foreign exchange operations 
e Advice on seeking new trading partners 
e Easy access to foreign markets through our 
international presence and connections 

Get in touch and put one of Germany's top 
universal banks to work for you 








Girozentrale 
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France. Last year the European-Asian Bank (which took 
over the business of the Deutsch-Asiatische Bank that was 
incorporated in Shanghai in 1889) increased its presence in 
Hongkong by opening three new sub-branches. This 
brought the bank's total there to eight. 

Like the European-Asian Bank, which said its pre-tax 
profits last year rose 39% to DM 46 million, other banks are 
also finding the Far East a profitable place to do business. 
The WestLB, for example, the wholly-owned subsidiary of 
the Westdeutsche Landesbank in Hongkong, saw its profits 
increase by 41% last year to HK$28.8 million (US$4.93 mil- 
lion) and its balance sheet total by 40% to nearly HK$3.86 
billion. 

According to an article written by Guenther Schmidt- 
Weyland, the DG Bank's board member in charge of the 
Asian region, FRG banks have mainly concentrated on 
helping to finance foreign trade transactions between FRG 
firms and the Far East. But he also pointed out that last year 
West German banks’ share in Asiadollar credit syndications 
in the Southeast Asian region, including off-shore financing 
not denominated in US dollars, amounted to US$19.5 bil- 
lion, surpassing the previous record of US$18.5 billion set in 

979. 


Not that Far Eastern banks have been slack in developing 
business in West Germany. The Hongkong and Shanghai 
Banking Corporation and the Korea Exchange Bank both 
have operations in Frankfurt and Hamburg. Also rep- 
resented in Hamburg are the Thai-Farmers Bank, the 
Philippine National Bank and the Bangkok Bank. It has also 
been reported that the Philippine Commercial and Indus- 
trial Bank may be setting up in the FRG. ¢ 
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the brochure "Location Frankfurt." 


Expanding Ties 
in New Zealand 
and Australia 


In keeping with developments in West Ger- 
many's trade in the Far East, commercial ties 
with Australia and New Zealand have witnessed 
strong expansion in recent years. As FRG indus- 
try continues its effort to search for new markets 

for industrial products, German companies — though sepa- 

rated by oceans and continents — are taking a closer look at 
the possibilities of technological and industrial cooperation 
in those two countries. 

This aspect was recently underscored by the Australia- 
New Zealand-South Pacific Association in Hamburg, which 
reported that in the first half of 1981, net investments by 
FRG companies in Australia amounted to DM 79 million 
(US$33.05 million), or 1.8% of the sum of FRG foreign in- 
vestment in the period. This development parallels the over- 
all growth in trade with Australia in which FRG exports went 
from just under DM 2 billion in 1979 to DM 2.7 billion last 
year; Australian deliveries to the FRG in the same years 
went up from DM 1.29 billion to almost DM 1.41 billion. 

As the association pointed out, a number of interesting 
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Capture the Market and Let Munich Capture You 


Autumn 1982 


ISPO — Autumn — 17th International 
Sports Equipment Fair 
9 - 12 September * 


IKOFA — 14th International Trade Fair 
of the Food Industry 
21 - 26 September * 


46th MODE-WOCHE-MÜNCHEN 
International Fashion Fair 
3 - 6 October * 


CERAMITEC — 2nd International 
Exhibition of Machinery, Equipment, 
Plant and Raw Materials for the 
Ceramic Industry with Seminars 

19 - 23 October 


ELECTRONICA — 10th International 
Trade Fair for Components and 
Assemblies in Electronics 

9 - 13 November 


5th HEIM * HANDWERK — Handicrafts 
in the Domestic Sphere with 

Special Shows and Technical Displays 
by the Different Handicrafts Branches 
27 November - 5 December 


Spring 1983 


VISODATA — AV Media and 

Data Systems for Education and 
Communication - Congress, Exhibition 
17 - 21 January 


INHORGENTA — 10th International 
Trade Fair for Watches, Clocks, 
Jewellery, Precious Stones and Silver- 
ware with their Manufacturing 
Equipment 

5-8February * 


CARAVAN — BOOT — 
INTERNATIONALER REISEMARKT 
14th International Exhibition for 
Caravans, Boats, Travel and Vacation 
5 - 13 February 


ISPO — Spring — 18th International 
Sports Equipment Fair 
24 - 27 February * 


* For trade visitors only 
Subject to changes! 


Dates 82/83 





IHM — 35th International Light 
Industries and Handicrafts Fair 

The Fair for Small and Medium-Sized 
Enterprises 

5 - 13 March 


47th MODE-WOCHE-MÜNCHEN 
International Fashion Fair 
20 - 23 March * 


BAUMA — 20th International Trade 
Fair for Construction Equipment and 
Building Material Machines 

8 - 14 April 


IGA 83 Munich — International Horti- 
cultural Exhibition Munich 1983 
28 April - 9 October 


XIInd International Dental Show 
9 - 14 May 


COSMETICS — 4th International 
Trade Fair for Cosmetics, Health and 
Beauty Care with Accessories 
Product - Technology - Distribution 
13 - 16 May * 


IBA — International Bakery Exhibition 
4 - 12 June 


Information: 

Münchener Messe- und Ausstellungs- 
gesellschaft mbH, Messegelande, 
Postfach 12 10 09, D-8000 München 12, 
tel. (089) 51 07-1 [51 070], 

Telex 5 212 086 ameg d 


———— ле - »9-- 


Please send detailed information on the 
following fair(s): 


Name 


Address 
(stamp) 
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ROWTH AN» SAFETY 











In 1981 our total business 
volume exceeded 

10 billion Deutsche Mark 
for the first time and the 
total equity amounted to 
DM 376 million. 

Our expansion, which 
was marked by the 
development of our 
Branches in the Federal 
Republic of German 

and in London, was due 


to an increase in 
business with our 
customers as well as 
interbank transactions. 
Balance Sheet: 
(in million | 
DM) 1981 1980 
Deposits 6,588 6,233 
Due to 

— banks 2,115 1,634 
Loans 5,501 5,030 
Due from 
banks 2,817 2,145 
Business | 
volume 10,124 9,023 


We were able to con- 
siderably increase our net 
interest received and 
commissions. Since our 
operating expenses grew 
less rapidly, our result of 
ordinary business more 
than doubled. 

After prudent value 
adjustment and after 
netting against extraordi- 
nary revenues and taxes, 
our net profit amounted to 
| DM 174 million, which 

| permits the payment of 

a 1296 dividend. 


Profit and Loss 
Account: 
(nmillion DM) 1981 1980 


Net interest 
received and 
commissions 329.4 
Operating 
expenses 
Result of 
ordinary 





256.1 
238.3 213.7 





911 424 
174  -| 


business 
Net profit 





Our consolidated 
balance sheet includes 
Berliner Bank 
Intemational S.A., 
Luxembourg, 

as well as our consumer 
credit group, leasing 
company and mortgage 
bank. Group business 
volume amounted to 
DM 194 billion at 

year end 1981. 


Further detailed 
information can be 
obtained from our 
Head Office in Berlin, 
our London Branch 
or our Luxembourg 
subsidiary. 











В BERLINER BANK 


Head Office: Berliner Bank AG- Hardenbergstrasse 32. D-1000 Berlin 12 ‘Telephone (30) 3109 25 65 
Branches: Düsseldorf. Frankfurt: Hamburg- München 
London (Licensed Deposit-Taker) -Telephone (01) 726 65 21 
In Luxembourg: Berliner Bank International S.A. -Telephone 47 781 





Engineering - made in West Germany 


Representatives in: Hong Kong > India : Indonesia Japan - Malaysia · Pakistan : Philippines 
Singapore - Thailand · Australia : New Zealand 
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WEST GERMAN TRADE WITH AUSTRALIA 








AND NEW ZEALAND 
(DM) 1980 1981 
FRG exports to Australia: 2.092 billion 2.704 billion 
FRG imports from Australia: 1.299 billion 1.406 billion 
FRG exports to New Zealand: 287 million 359 million 
FRG imports from New Zealand: 278 million 314 million 


"Source: Australia-New Zealand-South Pacific Association, _ 
Hamburg. 


deals and cooperation agreements between FRG and 
Australian companies have been registered, as well as con- 
tinuing German investment. A survey of some recent exam- 
ples includes: 

» Klóckner-Werke AG and Conzinc Riotinto Australia 
signed a long-term cooperation agreement to apply the 
FRG firm's technological know-how in developing iron ore, 
coal, copper, lead, zinc and gold deposits. Their joint-ven- 
ture company based in Singapore, International Resources 
and Technology Pty Ltd, is to look into areas of cooperation 
including a first joint-project — at an investment cost of DM 
500 million — of setting up a coal gasification plant in Bre- 
men. 

» In another coal development scheme, the Imhausen 
consortium made up of Rheinbraun, Fried. Uhde, 
Ruhrkohle, Salzgitter, Lurgi, Ruhrchemie and Imhausen 
Chemie has presented a feasibility study for coal gasification 
plants in the states of Victoria, New South Wales, and 
Queensland. 

» PHB Weserhütte AG reportedly is seeking to obtain a 
45% share of Malco Industries Ltd. The West German firm's 
other holdings in Australia employ some 2,300 persons and 
account for an annual turnover of DM 350 million. 


» Siemens Ltd in Melbourne is planning investments of 
A$2 million (US$2.11 million) in its Richmond, Victoria 
plant. The expansion of the plant's output of the EMS com- 
munications system and telephone facilities for offices is 
made possible by framework agreements with the Austra- 
lian post office and private firms. 

One of Australia's major raw materials development pro- 
jects with a golden future also has major FRG financial and 
industrial involvement. Under a US$100 million credit 
agreement signed between Ok Tedi Mining Ltd and West 
Germany's official lending institute, the Kreditanstalt für 
Wiederaufbau (KfW), the firm (in which there are both local 
[Papua New Guinea] and Australian financial interests) is 
going ahead with the first building phase of a huge copper 
deposit rich in other metals, including gold and molyb- 
denum. 

In addition to Standard Oil of Indiana, the state of Papua 
New Guinea and Broken Hill Pty, a West German consortium 
will be involved in the project: Metallgesellschaft AG, De- 
gussa AG — each with a 7.5% interest — and the FRG offi- 
cial development aid company, the Deutsche Gesellschaft 
fiir Wirtschaftliche Zusammenarbeit, whose share is put at 
5%. 

West German firms are meanwhile also watching with 
more than casual interest New Zealand's ambitious raw ma- 
terials development plans, particularly in the coal-energy 
sector. If FRG involvement in these were to take off in the 
same way as it has in Australia, then one could reasonably 
assume a steady expansion in overall trade volume which 
has already shown impressive growth. 

In 1977, West German exports to New Zealand 
amounted to DM 253 million. Four years later, they came to 
almost DM 359 million. New Zealand's exports to the FRG 
rose steadily from DM 190 million in 1977 to DM 314 mil- 
lion last year. Ф 





Industrial 
Goings-on 


MECHANICAL ENGINEERING. 


With the country’s domestic eco- 
nomic situation still somewhat 
tight, the FRG's largest industrial 


sector is looking all the more to 
foreign trade to maintain its position. Last 
year the large machinery and engineering 
firms, employing 1.1 million people, regis- 
tered a nominal 3% increase in turnover to 
DM 125 billion (US$52.30 billion). 

Engineering exports in 1981 came in at just 
under DM 70 billion, an increase of more 
than DM 6 billion from the year before, while 
imports rose by DM 1.5 billion to just below 
DM 24 billion. Itis worth pointing out that the 
resulting 1981 surplus was DM 46 billion — 
compared to the FRG's total foreign trade 
surplus of DM 29 billion. 

While Western industrial countries account 
for the major share — some 7095 — of the 
FRG machinery and engineering industry's 
export performance, companies are report- 
ing major foreign sales advances to the 





MAN is maintaining high production. 
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BfG: is counting on technology to provide even 
more in-depth banking services in the Eighties. 


Can modern technology improve a 
bank? Not every innovation in com- 
puter engineering and in the electronic 
media is helpful. But all in all, we believe 
that technology will substantially en- 
hance theservicegiven to our customers. 

That is why we are the first nation- 
wide bank in Germany to go on-line, 
linking together our entire branch net- 
work. Moreover, we're testing full-scale 
the “videotext” system in Berlin and in 
Düsseldorf. 

We're taking advantage of these 
latest advances to give you the best pos- 
sible service available - because when 
routine operations are handled with 
greater speed and precision, we have 
more time to advise you personally. 








BfG:Group Consolidated Balance 
Sheet Figures 


1981 

(in billion DM) 

Total Assets 57.551 

Customer's Deposits 25.066 

Loans to Customers 33.464 
Outstanding 

Capital and Reserves 1.682 





As one of the leading banks repre- 
sented in all of Germany’s larger cities 
and with numerous offices abroad, it is 
our aim to be your responsive and 
reliable partner in the 


decade ahead. 
us. 
(allege 


BfG:Bank für Gemeinwirtschaft, 
Aktiengesellschaft, 
Theaterplatz 2, Postfach 2244, 
6000 Frankfurt am Main 1. 

BfG:New York, 400 Park Avenue, 
New York, N.Y. 10022. 

BfG:Cayman Islands, c/o BÉG:New York. 

BfG:London, 83, Cannon Street, 
Bucklersbury House, 

London EC4N 8HE. 
BfG:Luxembourg, Société Anonyme, 
17, rue du Fossé, B.P. 1125, Luxembourg. 
BfG:Finance Asia Ltd., Bank of Canton 
Building, 6, Des Voeux Road Central, 

Hong Kong. 

BfG:Hong Kong, Bank of Canton 
Building, 6, Des Voeux Road Central, 
Hong Kong. 


BfG:Bank für Gemeinwirtschaft 
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tamping 
_ the world 
with success 


These are the symbols of outstanding achieve- Advanced technology, matchless performance 





ment, know-how and experience on a global and unflagging earning power - indispensable 
scale. Symbols of O&K's mammoth range of qualities which make O&K earthmoving equip- 
machines serving the construction industry: ment such highly-prized tools, day in, day out. 
tracked and mobile hydraulic excavators, Whether it's in quarries, sandpits or open-cast 
wheeled loaders, dumpers, graders, mobile mines, building dams or laying pipelines, 

and lorry mounted cranes, bucket wheel and deepening and widening waterways or land 
bucket chain excavators, spreaders and reclamation, O&K have left their indelible mark 
mineral processing plant. ¬ ever since 1876. 







Trade Mark 


O&K Far East Representation 


O&K Orenstein & Koppel Aktiengesellschaft а 
P. О. Box 10 · Singapore 9122 


Head Office: D-4600 Dortmund 1 · W. Germany 








69th NORTH-WEST-GERMAN STATE-LOTTERY 
Government Controlled 


Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered to you by the go- 
vernment controlled NORTH-WEST-GERMAN-STATE-LOTTERY. 

Extraordinary! Every 3rd ticket-number wins guaranteed within the 
period of the lottery. Total winnings for the 69th lottery will amount 
to about 103 million DM. Alone the Super-Jackpots entail 27 million DM. 


The maximum Super-Jackpot 
alone comes to 2 million DM. 


The prize-money is paid in DM, one of the strongest currencies in 
the world. The lottery runs over a period of 6 months - one class 
per month. 1st-5th class gives you four chances in each of the four 
weekly draws. The 6th class offers you 8 chances - that is 8 chances 
to win! The prize-money increases from drowto draw. All draws are 
supervised by state auditors. 





It's easy to participate: 


@ Please send us the order coupon - or if missing - a letter. 

@ Attach payment for the tickets you want, using either cash by 
registered airmail-postage, international postal order, cheque 
drawn by bank or travellers cheque. You can also pay for your 
ticket after receipt of the invoice. 

© Wesend you the tickets, further information and the official draw 
schedule. After each class you receive the official winning list 
together with your ticket for the next class, as your previous ticket 
is eliminated from the lottery after each class. 

@ You will be notified each time you win within days. Your prize- 
money will be transferred by cheque to any place you want. The 
prize-money is paid to you tax-free and without any deductions. 
You remain absolutely anonymous. 

@ We guarantee fast, reliable and confidential service world-wide. 


This is why it is interesting for you to join 
the lottery: 

1 x 2 million DM as maximum prize-money 

1x 1 million DM 


24 x 1 million DM or 240 x 100,000 DM 
29 x 50,000 DM 


and in addition 107,587 more prizes up to 25,000 DM 





Walther Ruge 
Heidenkampsweg 32 * D-2000 Hamburg 1 - West-Germany 


Шиш киш пиш пыш кш шш шшш шш umm Order Coupon шшш шшш >< 


The 69th NORTH 











Secure your chance to win now! Mail your coupon today! 


Please write in German O EnglishO O Mr. OMrs. О Міѕѕ 


Clear letter-printing please 
First Name L.i L i i it tt i L L1 LL 11 1 


С ЗЧ i i ШЕ ТЕЙ ЛЕ ТЕЕП a LaL 
Street 




















P.OB. 

e NT л T RN аа ыл їл NE NM NN UM ut ue e e 
Country 11 
Charged my [_] DINERS CLUB [Г] AMERICAN EXPRESS 

Name of Cord Holder li 1 ı1ı ı1ı i111 у л л 1 J 
Acd No. LLL. C у уу 1 1 11 аа л 1 1 1. 
Expiration Date L1 is s i L 1 1 1 1 1 1—1—1—! 
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nx essen 


Signature 





-WEST-GERMAN STATE-LOTTERY runs from October 1st, 1982 to March 25th, 1983 


either way, every 3rd ticket number 









Win 100% with a 1/1 ticket, or 50% with a 
1/2 ticket or 25% with a 1/4 ticket. Don't forget: = 


wins guaranteed! Try your luck. 


Please fill in the number of tickets you want to order with 
this coupon 


Valid only where legal! 
All prizes are for all 6 classes including air mail postage and 
winning list after each class. No additional charges! 
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OPEC area as well as to the Far East, particularly Hong- 
kong, Taiwan, South Korea, Singapore and Malaysia. 

CHEMICALS. Led by the big three chemical giants 
Hoechst, BASF and Bayer, West German chemical firms 
last year showed a turnover of DM 116.9 billion, a DM 9.2 
billion increase (8.5%) over 1980. Exports were a major 
reason for the growth, rising from DM 47.3 billion in 1980 to 
DM 54 billion last year. Imports also increased — to DM 
30.1 billion in 1981 from DM 26.5 billion the year before. 

The main concern of the industry at the moment is to 
adapt production structures to current and future demand 
and to step up research and development (R & D) efforts. 
While companies are eliminating excess plastics capacity, 
they are making major R & D efforts in such fields as agricul- 
tural chemicals and pharmaceuticals — product areas which 
form a major part of the export performance. 

MOTOR INDUSTRY. Early 1982 trends indicated con- 
tinued slack demand in an industry which last year saw pro- 
duction of cars and commercial vehicles level off at just 
under 3.9 million units. But carmakers — led by Volkswa- 
gen/Audi, Opel, Ford, Daimler-Benz, and Bayerische 
Motorenwerke (BMW) — and commercial vehicle man- 
ufacturers such as MAN, Daimler, Magirus-Deutz, expect 
an uptum later on at home and report they are able to main- 
tain high production levels because of continued successes 
in foreign markets. 

In fact, in the first two months of this year, according to the 
Motor Industry Association, FRG vehicle exports jumped by 
23% to 384,400 units as overall production increased 16% 
to 673,000 units meanwhile. As matters stood last year, 
VW/Audi had worldwide sales of just over 2 million vehicles 
and a turnover at around DM 39 billion. Daimler-Benz fol- 
lowed with sales of 702,000 vehicles and a turnover of just 
under DM 37 billion. Opel reported sales of more than 
826,000 vehicles and a turnover of DM 10 billion; Ford sold 
over 774,000 vehicles to achieve a turnover of more than 
DM 10 billion. BMW registered a DM 9.5 billion turnover on 
sales of just under 349,000 vehicles. 

As to the FRG domestic market, last year there was a 4% 
drop to 2.33 million new car registrations. Foreign com- 
petitors held a 27% share of the market, led by Renault, Cit- 
roen, Peugeot, Talbot, Fiat, Toyota and Nissan-Datsun. 

IRON AND STEEL. A troubled sector which has seen the 
industry cut down production capacity by almost 20 million 
tonnes in the past few years and companies reporting con- 
tinuing losses, West Germany's iron and steel industry is 
starting to seek help from the government in order to avoid 
further job cutbacks and to help firms make the investments 
necessary for technological and structural adaptation. Last 
year steelmakers reported a turnover of DM 44 billion, nom- 
inally a DM 1.5 million increase from 1980. Exports went up 
by DM 2.4 billion to DM 21.1 billion; meanwhile imports de- 
clined by DM 200 million to DM 10.9 billion. 

ELECTRICAL AND ELECTROTECHNOLOGY. With a 
turnover of DM 104.5 billion last year (a DM 3.5 billion in- 
crease) this sector ranked as the fifth biggest industry. The 
industry's exports rose to DM 37.5 billion in 1981 compared 
to DM 35 billion the year before; imports increased to DM 
22.9 billion, from DM 20.8 billion in 1980. But employment 
in the industry was shaken by a decline of more than 25,000 
jobs to a level of some 918,000, the second biggest job sec- 
tor after machinery and engineering. The extremes in the in- 
dustry are presented by Siemens AG and AEG-Telefunken: 
while Siemens reported an 8% increase in sales of DM 34.6 
billion last year and income of DM 509 million, the latter 
company continued to show losses while sales climbed 
slightly to DM 14.8 billion. € 





Black Forest open-air museum. 


Come to the 


Fairs for 
New Partners 





Although West German fair, congress and exhi- 
bition organisers registered a slight decline in the 
number of industry events put on in 1981 — a 
difficult year for the economy — there was no 
problem as far as foreign participation was con- 
cerned. There was in fact strong growth in both the number 
of visitors and industrial exhibitors from abroad, continuing 
a trend of recent years. 

According to the umbrella organisation of the fair indus- 
try, the Exhibition and Trade Committee of the German 
Economy (AUMA) in Cologne, last year a total of 6.93 mil- 
lion persons visited the fairs staged in the FRG, a 3.4% in- 
crease worth noting in that the actual number of direct 
exhibitors fell by 0.7% to 75,693 while overall exhibition 
space rented rose almost 1% to 3.86 million sq. ms. 

Even better news for companies seeking new partners 
abroad, however, was the growth in foreign participation. 
AUMA said that foreign exhibits jumped by 8% to 30,282, 
putting the portion accounted for by firms abroad to more 
than 40% for the first time ever. In 1980 there had been 
29,353 foreign exhibitors registered, a 13.4% increase from 
1979, accounting for a 37.896 share of total exhibits. 

With Germany's potential as a sales market for foreign 
firms and its central location in Europe, it comes as no sur- 
prise that exhibitors from all parts of the world are stepping 
up their participation in FRG fairs. This, according to AUMA 
(made up of 17 industrial associations and 25 exhibition and 
fair organisers), is why the industry is making further efforts 
to improve both facilities and services for visitors from 
abroad. 

One of the exhibition companies reporting strong foreign 
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participation was the Munich Trade Fair Corporation 
(MMG), which together with affiliates last year staged a 
couple of dozen exhibitions. MMG said 1.3 million visitors 
from 85 countries attended fairs and exhibitions in the 
Bavarian capital, with foreign visitors accounting for a 2376 
share. Also, there were more than 17,800 exhibits from 73 
countries with organisations from abroad making up some 
3076 of the total. 

In addition, MMG acquired the International Trade Fair 
and Exhibition Service (IMAG) specifically for the purpose 
of developing foreign business, as the Munich company and 
its affiliates hope to build on their combined turnover of DM 
120 million (US$50.21 million) and 1.02 million sq. ms of 
rented gross exhibition area. 

With its central location in the FRG and its Rhein-Main in- 
ternational airport, the Frankfurt International Fairs and 
Exhibitions company is also a magnet for foreign exhibitors. 
To enhance the effort of attracting firms to its 370,000 sq. 
ms site in central Frankfurt, the company has representa- 
tions and partners in no less than 42 nations. In Asia and the 
Far East they include India, Indonesia, Japan, the Philip- 
pines, Singapore, Thailand, Australia and New Zealand. 

These efforts to attract foreign companies are simultane- 
ously being made by Germany's other major fair and exhib- 


EXPORTERS 


for all industrial requirements 


Technical Supplies 
Parts and Spares 
Package Equipments 


Electric Motors: Largest Stocks 
in Europe 


Transformers: Oil/Cast Resin/Dry 


Helmke-Orbis GmbH . Helmke-Orbis Sarl 





ition companies, be they AMK in Berlin, the Hanover Trade GarvensstraBe 5 15. rue d'Ensisheim 

Fair, the Nowea firm of Duesseldorf, the Hamburg Fair and D-3000Hannover89 F-68110 Illzach-Mulhouse 
Congress Company or several others. Nowea merits special Germany France 

mention because it has been commissioned by the FRG Tel.: 5 11-86 40 21 Tel.: (89) 520203 





Ministry of Economics to organise the West German indus- 
trial show in Japan in 1984. It is to be the largest German ex- 
hibition ever put on abroad. Meanwhile the Duesseldorf 
firm is predicting a business turnover this year of DM 145 


million. € 
Messe Dates 1983 


Frankfurt 
International Trade Fair 12.-16. 1. 1983 


eimtextil Д for Home and Household Textiles 
International Amusement 
MA and Vending Machines Trade Fair 20.—23. 1. 1983 R 
Music Fair Frankfurt - International Trade Fair 
Musical Instruments, Orchestral electronics, 5.— 9.2.1983 
Musical Accessories, Sheet music pe 


- | Î Frankfurt International Fai 
nternationale Frankfurter Messe Ce en ie Conquer Goode 26.2.—2.3. 1983 


Telex: 9 22 783 Telex: 881 701 










Catalogues and Stocklists on request 




































Musikmesse Frankfurt 













International Trade Fai T 
SH Жанан Heating AK Goidifioning 22.—26.3.1983 














nternationale Pelzmesse Frankfurt D rene La 13.-17.4. 1983 









19. interstoff | optem itd 3.— 6.5. 1983 


International Trade Fair 
FFA for the Meat Industry 





29.5.— 5.6. 1983 


Frankfurt International Fair 
International Trade Fair for Consumer Goods 27.—31.8. 1983 
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Frankfurt am Main 

Postfach 97 0126 

D-6000 Frankfurt am Main 97 
Telefon 0611-75750 

Telex 04 11558 


SIEMENS 


Tailored Technology. 


The correct combination of product and know- 
how. Thatis, a universal range of standard 
poo backed by wide experience. 

or over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored solu- 
tions together, in 127 countries, every day. 


==> Ап example from the Philippines: 
Pe lj The Philippine Long Distance Telephone . 
ij Company (PLDT) has placed orders 
with Siemens for an electronic commu- 
nications network totalling 230000 
telephone line units of which more than 
-jo 100000 are already operating. 
INE The public communications network, 
| mainly for the Capital Manila, includes 
l| equipment for national and internatio- 
nal calls, radio relay equipment and 
telephone terminals »Masterset«. 


If you want to know more about 
Siemens and the part it can play in the 
realization of your electrical engineer- 
ing requirements, write to: 
| Siemens AG, P.O.B. 103h, 
m= D-8000 Munich 1 


Telecommunications by Siemens 








Hypo-Bank results 
1981 





Group earnings up 173% 
Gains in international business 


In 1981, a year characterized by continued fluctu- 
ations on international capital markets and lackluster 
economic performance, Hypo-Bank achieved consider- 
ably improved results compared to the previous year. 

Bayerische Hypotheken- und Wechsel-Bank AG, 
Germany's oldest publicly-quoted (joint-stock) bank, 
increased its balance sheet total by 4.8% to more than 
DM 60 billion. Group assets rose by 6.4% to DM 892 bil- 
lion, with earnings up 17.3% to DM 76.6 million. 

The Bank's international business continued to 
develop favorably. Foreign lending, especially export- 
related financings, showed satisfactory gains with an 
again increased proportion of loans going to the highly 
industrialized economies. Documentary business, 
foreign exchange transactions, and international pay- 
ments also posted improved results over 1980. 

In its tenth year of Euromarket activity, Hypo-Bank's 
wholly-owned Luxembourg subsidiary, HYPOBANK 
INTERNATIONAL S.A., increased its balance sheet total 
by 18% to Lfrs. 114 billion and substantially strengthened 
its services to private customers in the areas of deposits, 
securities, precious metals, and investment counseling. 

The New York branch, which accounts for a sig- 
nificant part of the Bank's foreign business, expanded its 
activities, primarily with corporate clients. In its first full 
calendar year of operations the London branch, which 
has "recognized bank" status, successfully broadened 
its client base and service capabilities. 

To strengthen its traditionally close links with the 
Italian economy, the Bank opened a representative office 
in Milan. In early 1982, representative offices were 
opened in Hong Kong and Abu Dhabi. 

Through its own offices, partnership in ABECOR, 
the world's largest banking group of its kind, and a 
mobile team of banking professionals, Hypo-Bank's ser- 
vice potential spans the globe. 

For your copy of our 1981 Annual Report, please 
contact our International Department, Theatinerstrasse 11, 
D-8000 Munich 2, Tel.: (089) 2366-1, Telex: 05-28 6526-27. 
SW.IET.: HYPO DE MM. 


Modem Banking in the finest f oyal аот 





Highlights of our consolidated 

Balance Sheet for 1981 in million DM 
Total assets consolidated 89,239 
(Total assets parent company) 60,060 
Total loans 71,042 
General banking 30,660 
Mortgage banking 40,382 

Total deposits 

and long-term liabilities 85,955 
General banking 46,217 
Mortgage banking 39,738 

Capital and reserves 1,791 
Share capital 477 
Reserves 1,314 
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BAYERISCHE HYPOTHEKEN- UND WECHSEL-BANK 
AKTIENGESELLSCHAFT 








History UNIVER I Ci CALCUTTA, 


India's shining 


City of Gold by Gillian Tindall. Temple 
Smith, London. £11.50 (US$21). 


THIS “biography of Bombay”, must in- 
evitably be compared with Geoffrey 
Moorhouse’s magnificent 1971 biography 
of Calcutta, entitled simply Calcutta. 
And, also inevitably, it suffers by com- 
parison. Moorhouse's work was a passion- 
ate, committed view of the growth of Cal- 
cutta and painted a compelling, if appal- 
ling, picture of the present-day city. In 
contrast, Tindall's work on that other 
great city across the country seems more 
cynical, dry and scholarly. 

But that is not to denigrate Tindall. It is, 
after all, much easier to be passionate and 
committed about Calcutta than it is about 
Bombay. Indeed, the Bengali citizens of 
Calcutta are more passionate than the 
multiplicity of races and religions who 
have made Bombay their home over the 
years. 

It is also easier to be passionate and pes- 
simistic rather than passionate and op- 
timistic, and while Moorhouse was essen- 
tially pessimistic though sympathetic 
about Calcutta, Tindall is optimistic while 
perhaps less sympathetic about Bombay. 

It might even be said that, though her 
book is a history, its message is for the fu- 
ture. As has been argued increasingly re- 
cently (REVIEW, Nov. 6, '81), there is a 
case to be made that the Third World is 
still on the up-and-up while the First 
World is declining. Tindall makes this 


point about Bombay. As the great cities of: 


Europe are declining and decaying, so 
Bombay is still rising. 

Although there is poverty in the city, it 
is not hopeless poverty: the poor are at- 
tracted to the place because it is thriving 
and there is at least a chance of escaping 


Bisco 
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CALCUTTA —700019 


city 


from their poverty. Tindall at one point 
likens Bombay to the London of the time 
of Dickens. That, too, had its street-sleep- 
ers, its beggars, its hordes of casual 
labourers — but it was on the verge of its 
greatest years and with that greatness 
came prosperity for more and more of its 
people. <j 

Bombay was ceded by the Portuguese 
to Britain as part of Charles II's marriage 
contract with the Princess Catherine of 
Braganza and though Samuel Pepys called 
it *a poor little island," the Portuguese 
viceroy of Goa was more prophetic, say- 
ing: "India will be lost [to Portugal] on the 
same day on which the English nation is 
settled in Bombay." 

The city's rise was slow but steady, 
through shipbuilding and cotton-milling 
until, with the opening of the Suez Canal, 
it firmly established itself as the “Gateway 
to India,” a title immortalised in the huge 
triumphal arch erected to mark the visit to 
India by George V in 1911. Its pre-emi- 
nence in Indian life today is evidenced by 
the fact that at least one of the families of 
industrial giants in India — the Tatas — 
originated there. 

The Tatas are from the Parsi communi- 
ty, which, as Tindall rightly stresses, has 
had a great deal to do with Bombay's suc- 
cess. Because the Parsis lacked the caste 


taboos of the Hindus, they were able to 


cooperate with the British and soon be- 
came indispensable to the British adminis- 
tration. It was the Parsis who were the re- 
nowned boatbuilders of Bombay — and a 
Parsi who carved on the keelson of one 
ship: *The ship was built by a d--d Black 
Fellow AD 1800." But it was also the Par- 
sis who diversified into banking and brok- 
ing, thus laying the foundations of a Bom- 
bay-bred wealth rather than a wealth 
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Pre-1864 view of Bombay's Town Hall: history with a message. ,, 
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tain. 
City of Gold provides some fascinating 


which flowed constantly outwards to Bri- : 


insights into the growth ofa greatcity —а5 ' 


tion India has made to the English lan- 


guage. (For instance, punch was originally _ 


a drink made from palm toddy mixed with 
four other ingredients, thus toddy punch.) 
If there is a major criticism to be made it · 
is that the book concentrates too much on 
the past. Almost every reference to pre- 
sent-day Bombay is to say something like: 
“This place has ch in such a fashion 
since such a time.” 
have a message for the future, it does not 
give much flavour of the city today. ' 


. well as some into the immense contribu- _ 


T 


ile the book does D 


— MIKE MacLACHLAN _ 


Morehaste ^ 


less accuracy. — 


China Facts & Figures Annual, Vol. 4, 
1981 by John L. Scherer. Academic 


International Press, Gulf Breeze, Flori- _ 
iac 
a 


NOW into its fourth year, the China Facts — 


da. US$46.50. 


& Figures Annual is a laudable and useful 


project — despite its high cost — but this 
edition shows signs of having been put to- 
gether much too hastily and barely proof 
read at all. A scan of only two pages of the - 
55-page Wade-Giles/pinyin translitera- - 
tion list discloses the following errors and | 
inconsistencies: "Dachai" instead of Da- 
zhai, “Dayung” instead of Dayong, and 


i$ 
1l 


three different ways of rendering námes of. — 


mountains — Dafu Shan, Da Xue Shan 
and Damiaoshan. 


The annual overview is clumsily written _ 
and studded with inaccurate statements, — 


though at least it spells Dazhai correctly. 


Ji Dengkui was not the leader of the “com- А 
mune" of Dazhai — Dazhai is a brigade, _ 


and its leader was and possibly still is Chen | 


Yonggui. Li Xiannian, Chen Yun, Wang — 
Zhen and Xu Xiangqian were not “fe | 


tired” by Deng Xiaoping — they surren- _ 


dered their vice-premierships, as Deng | 
also did, and are still on the politburo, — 
though expected to retire at the 12th party - 


congress. 


What was new about plastic sandals be- 


P 


ing worn in the summer in Chinese citiesin _ 
1980? Or about China using a two-tier ex- | 
change rate? What on earth is meant by | 
the gibberish-like sentence: "Factoriesare _ 


now specialising in production rather than 
making spare parts as well as certain main 
items"? 

These faults are a pity in a book which 
contains so much useful detail, from an €s- - 


say on Chinese-North Korean relations to. 


estimates of the number of people using - 
the abacus. It needs alphabetical indexing 
(eventually a cumulative index, too) anda 
less racy, slipshod approach. — JOHN LING 


71 


1 
x 











ipanese businessmen; and the issue 
warrants.for 12 others, all living 
ап, ori:charges of industrial espion- 
uld not have come at.a worse time 
can-Japanese relations, A few 
der-the-table trading of IBM 
icon Valley between Japanese 
and United States Federal 
1 of Investigation (FBI) under- 
gents would have been viewed here 
more than a curious glimpse into 
nmercial and-ethical twilight zone 
leads -into the . future of- high 


ington: The arrest in California of 
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isitivities on both 
|..erystallising зем 


vanced and powerful computer systems 
developed by IBM — the 3080X; Accord- 
ing to the FBI, Hitachi employees refined 
their "shopping list" for IBM secrets 10 a 
"high priority list" specified on. May 18. 
The list included: Peak Architecture and 
five volumes of Alpine Hardware Design 
Workbooks for which. Hitachi was willing 
to pay US$300,000; a complete set of 
source codes for MVS/SP Version 
(US$150,000); а TCM. board (thermal 
conduction module). worth. US$25,000 to 
Hitachi and 3380 and 3880 source micro- 
codes worth US$50,000:to Hitachi. 


2 


his list and the prices Hitachi admits it | 
was willing to.pay for the items say 


much about Japan's position in the fierce 
competition with US corporations on the 
cutting edge of advances in computer 
technology. Japan is certainly the equiva- 
lent of (and in some instances well ahead 
of) the US in computer hardware, Com- 


panies such as Hitachi and Nippon Elec- 


tric Co. have captured. more than 50%: of 


‚| Ву Mark Blackburn —— 

'San Francisco: Information is a valuable 
commodity in California's Silicon Valley 
|. and the Japanese are among the. most as- 
siduous pursuers of it. They are, however, 


ich | the world market with the popular com- 
= | puter memory chip, the 64K random-ac- - 
cess memory chip (so called because it 


r~ | The Japanese are not alone in the battle to - 
1| Stay ahead of the computer game 


0 committing anil- | by no means the only ones as American. 
pping tnem,” FBI | companies also use consultants to obtain 


‚ we didn't gotothem." ` 




















nagers and а researcher 





erson claims: “They, | knowledge of rivals’ plans and European 

! ¿p| companies, often far back in.the race for. 
ng those accused are nine senior. | computer technology, are scrambling for- 
] engineers from Hitachi Ltd, | information too. 


| One source of data is the independent 
сігіс Corp., Japan. +. | consultant, whose position allows him. to 
case appears from the; seek information from a company. that a 
inor one, closer to the | known competitor might not. be: able to: 
change on which | ask for directly. Three consultants who 

tancies thrive. Mit- , | spoke with the REVIEW said the Japanese 


One said his firm was asked recen 


‚| were more aggressive in their pursuit of in- 
| formation than either the Americans or T 
| Europeans. Two said it was not uncom- | ti 

mon for the Japanese to ask them for in- 
formation that would not be avai 
consultants simply for the asking. 2. | 
Пу ог m 
_| detailed reports about the semiconductor | 


lable to. 





| Packs roughly 64,000. memory cells into a 
{| minute silicon wafer). They have surpas- 
sed. IBM ‘in. sales of large computers in 
Japan and are making inroads into the 
world market. iz Do cade s 
But Japanese companies lag behind іп. 
software, or the logic and. "protocols" 
which provide the machinery with its ins; 
structions. For this reason Japanese com- 
panies such as. Hitachi specialise in “plug-. 
compatible". hardware. systems © which 
utilise programmes written. for the ІВМ: 
370 series. This has worked well for Japan. 
until this year when IBM is introducing to 
the market computer systems based on a 
new. logical- "architecture" which. will 
make everything before it obsolete. By 
1983-84 analysts here expect a stampede 
by users to the: new IBM: 3080X series. 
"Unless Japanese companies can dupli- 
cate ‘extended architecture’ the market 
for plug compatibles is going to wither and 
decay by.the middle of the decade," said 
Robert Fertig, president of Enterprise In- 
formation Systems, a Greenwich, Con- 
necticut, consultancy firm: Japanese com: 
panies are: planning to. end. this depen- 
dency on. American systems Бу leapfrog- 
















sales and clients of Fairchild Camera and. 
Instrument Corp. as well as for informa- 
tion about TBM's computer-aided design: 
system..Such data, һе said, would have 
been obtainable only through calling in 
personal favours from company officials . 
or through some sort of cash payment — 
in short, a bribe. His firm turned down the . 


requests... 


Another con 























to be-of the 






























































ging IBM and introducing a fifth gener 
tion of computers by 1990. But the battle 
“now is for the marketof the 1980s. 
The 3081 Peak Architecture and 
Hardware Design. Workbooks so 
Hitachi provide the key to IBM's newex- 
tended architecture system. The TCM 
board, for which Hitachi offered only 
US$20,000, is a piece of hardware which 
consultants here suspect the Japanese 
have already duplicated arid improved: : 
TRUS he ople in the FBI com- 
their capacities as in- 










ng 
grand jury early in July. 
f the case will be pur- 





ing. 
` sued wi full means available in the 
law, Justice Department officials indi- 
cated they did ‘not expect. it would be 
necessary to. seek extradition of the 12 


people from Japan. “We have to receive 


full cooperation: from the Japanese,” a 
> Justice" Department "official told the 
REVIEW, indicating talks with the Japan- 
ese Government had proven satisfactory. 
Some observers here expect that the:Jus- 
tice Department:may let the corporations 
_off the hook. if the senior executives in- 
valved come to the US for trial. The major 
objective: to show that the FBT is-active in 


industrial espionage for its deterrent ef- - 


‚ fect, has already been accomplished. Е 


ductor "chips". and, especially since the 


industrial espidnage by the Soviets. 
"The theft of chips has become relatively 
commonplace, though the method used to 
‘dispose of them in large quantities tends to 


be circuitous. In a recent case that went to : 


court, chips passed through the hands of 
middlemen until they were eventually sold 
to Siemens AG, in West Germany. ER 


"he FBI's concern in these areas, re- 


flecting the concern of the Reagan ad- ' 


ministration, is for national security. The 
administration has tightened up already 


tight: controls on. the ‘export öf high: 


technology to the Soviet Union in an ef- 
fort. ultimately aimed at retaining thé 
American. technological “edge ‘in’ wea- 
ропгу: As a result, one fear is that tech- 
nological: secrets: will find: their way to 
-Western Europe, as the stolen chips did, 
and" then’ be'shipped on^tó the: Soviet 


Union. Court cases have been, brought in 


this area too — though none this year and 
none involving, as the IBM case does, 
anything as important as the new operat- 


ing code for one of the-móst advanced 
large computers made in the’ United 


States. (The code, the ultimate bait, was 
promised but never delivered in the IBM 
affair.) It was to intercept such operations 
„that the phoney consultancy used 
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he industrial espionage 
US-Japan 


By Mike Tharp à 
Tokyo: The industrial espionage scandal 
involving Hitachi. Ltd "and Mitsubishi | 
Electric Corp. teflects the furious global 
competition for state-of-the-art computer 
technology: In the wake of the scandal, 
most Japanese computer companies will |. 
be slower, at least for a while, in coming to 
the market ‘with. equipment compatible 
with IBM mainframe machines. One offi- 
cial of an Ametican computer firm says Ja- 
panese companies have been able to pro- 
duce a unit compatible with IBM equip- 
ment within two months of its intróduc- 
tion. Now: he suggests the introduction’ 
time could: be as much as six months ога 
year. i ae м 
One reason is that it will take Japanese 
companies longer to obtain legally infor- 
mation needed to compete, especially in 
the United States market, though few 
| analysts expect the case to erode the inter- 
.national competitiveness: of Japanese 
computer makers in any serious or lasting 
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Although officials from both govern- 
. ments, inclüding Prime Minister Zenko 
Suzuki апа former US secretary of state 








election of President Ronald Reagan, for 





trap 








Alexander Haig, have insisted that the 


the Japanese, Glenmar Associates of 
Santa Clara, was originally set up. : 


“Much information about American. 


which Japanese engineers stationed in: 
Silicon Valley attend. In addition, en- 


information with each other in the course . 
of normal.social conversation. : i 
Even though the clients who walk away 
from their consultants unsatisfied must ро 
somewhere else, no one seems to know 
how much outright industrial espionage | 
there is; Suits over alleged diversion of’ 
trade secrets, however, are not uncom- 
mon when engineers leave an established 
major firm to start their own company. 
Meanwhile,the IBM affair has raised” 
apprehension that Japanese companies 
generally may find their American coun- 
terparts distrustful of efforts to do busi- 
ness together at a time when such efforts 
' appear to beon the increase. In particular, 
Mitsubishi Electric Corp. could find it dif- 
ficult to pursue talks now under way with 
two major US computer manufacturers — 
Burroughs Corp. and Sperry Univac. In- 
dependently of each other, Mitsubishi and 
the two US companies already make com- 
puters that‘compete with IBM products. 
The talks are understood to be aimed at 
creating closer cooperation in the future... 














scandal is lii | 
technological collaboration 


_ prevent the scandal fr 
. cooperation, but he added 


“that.” 


` Lockheed affair, in which Ami 


technology is genefally available. from | 
technical journals and technical meetings | T 


gineers from competing companies.swap. | 









































likely 


scandal’ would -not weaken m 
their declarations reflect their ! 
than what is likely to hap E 
Masato Yamano, vite- 
Agency of Science and Tech 
the REVIEW: both govern 





any practical ideas now how 


~ In addition, "congress will bı 
blém," concedes one America 
in Tokyo. Partly as a result 
trans-Pacific business scandal, 





craft company executives were 
bribing Japanese politicians, 
Capitol Hill passed the For 
Practices Act. This law severely 
US corporations from making | 
overseas 10 business agents and ot 
custom routinely followed by othe 
nationals. EI 
Another likely impact wi 
weaken future technological 
tion between Japan and the U! 
laboration has been discussed i 
lian and military sectors. Chief 


















Other Japanese firms could 
too. “Most of the Japanese com 


Amdahl with sub-assembtlie: 
+ Hitachi, which also seeks 
‘this market, produces mainfr 
‘in the US thro’ 
Semiconductor i 
the subsidiary, Barry Saff 
selling’ Hitachi the 
which IBM initial 

‘But despite such’ coopera 
of technology transfers to the 3 
mains a sensitive one, and computer 
pany officials privately exhibi 
panese competition. The recent | 
acquisition of Amdahl by 
Technology Corp. (STC) of Colorado 
through — reportedly because of 
fears that Fujitsu would ga SS 
















civilian projects is the so-called fifth-gen- 
eration computer, an ambitious decade- 
long effort by business and government in 
Japan to develop a new form of artificial 
intelligence. 

Unlike the three-year very large scale 
integration. joint venture among . the 
Japanese Government, corporate and 
academic researchers that propelled Ja- 

nese semiconductor technology to the 
ore-front, foreigners are invited to par- 
ticipate in the fifth-generation computer 
project. Last week Ministry of Interna- 
tional Trade and Industry (Miti) officials 
said foreigners would continue to be en- 
couraged to join, but some American 
computer company officials suggested the 
welcome mat might be rolled back a little. 
Other two- and three-way technical co- 
operation efforts could flounder. 

In the defence sector, the Pentagon has 





Washington: Those arrested on June 22 
in connection with the Hitachi case in- 
clude: 

» Kenji Hayashi, senior engineer at 
the Kanagawa works of Hitachi Ltd, 
Japan, which is responsible for develop- 
ment and manufacture. of computers. 
Hayashi is one of several people who fig- 
ure most prominently in negotiations on 
жш of Hitachi with United States 
} ral Bureau of Investigation (FBI) 
"undercover agents in California. 

» Isao Ohnishi, section . manager, 
Software works, Hitachi Ltd, located in 
Yokohama. 

> Kunimasa Inoue, programmer, 
Hitachi America Ltd, San Francisco, 
California. This is the American sub- 
sidiary responsible for computer sales 
and services in the US. 

> Keizo Shirai, programmer, section 
manager, Nissei Electronics Ltd, Japan, 
Nissei is one of the companies through 
which money was allegedly directed 

from Hitachi to the FBI’s Glenmar 
front compi? via a fourth company; 


74: 


A Hitachi official describes consultancy arrangements: outrage at FBI tactics. м | 


been pushing the Japanese Government 
for.some time to allow the transfer of mili- 
tary-related technology — in areas such as 
electronics, lasers, fibre optics and com- 
puter/telecommunications equipment — 
to US defence contractors. Although 1967 
and 1975 Japanese cabinet policies effec- 
tively ban the export of any weapons or 
military technology, progress has been 


made on providing a legal framework en- 


abling US companies to request specific 
items from their Japanese counterparts, 


О Japanese Defence Agency official 
said: “I don't think the recent case will 
affect our military technology exchange 
with the US, but I wonder if there might 
be à more cautious feeling among the 
American people that not only the mili- 
tary technology but also industrial 
technology that has been transferred to 





The indictment list 


NCL Data, Santa. Clara, California. 

» Tom Yoshida, president, NCL 
Data, Santa Clara. He allegedly passed 
money from Nissei to Glenmar. A sixth 
was arrested at the airport carrying tapes 
and microfiche to Japan. His name is To- 
mizoh Kimur, employed by Hitachi. His 
title was not given. 

Warrants for the arrest of nine 
others, all resident in Japan, were issued 
in connection with the Hitachi case: 

» Kisaburo Nakazawa, central man- 
ager, Kanagawa works, Hitachi Ltd. 
Nakazawa is said to have travelled to the 
US to examine pieces оѓ sensitive 
technology to ensure they were genuine. 

> Takehiro Inoue, department man- 
ager, Kanagawa works. 

» Michihiro Hirai, senior engineer, 
Kanagawa works. 

> Katsuro Wakai, senior engineer, 
Kanagawa works. 

» Katsuhiko Kato, department man- 
ager, Odawara works. Odawara works is 
responsible for development and storage 
of information devices. 





Japan has made Japanese industry so 

rosperous." є; 
К Besides these material effects, obser- 
vers believe the spy scandal will also mar 
images and reputations. Hitachi, for 
example, has been widely regarded as 
perhaps Japan's most innovative major 
corporation. In recent years, the blue-chip 
company has made more money selling its 
own technology than it has spent to ac- 
quire technology from abroad. It has gen- 
erally been considered one of Japan's top 
two or three best-managed firms. Mit- 
subishi Electric, а comparatively late 
starter in the computer business, has grown 
rapidly in the past.three years, partly be- 
cause of increased sales to other Mit- 
subishi group members. It has been 
known as an almost stodgily conservative 
high-technology company. 

Now, however, such sterling images are 
tarnished, and with them the general view 
in the West that Japanese industrial 
technology was the most competitive in 
the world. Said one analyst for a US 
brokerage firm in Tokyo. “This will hurt 
Hitachi's reputation as a leader of com- 
puter technology in Japan, and it could 
hurt the whole ‘buy Japan’ concept.” 

As. news of the’scandal reverberated 
throughout Japan, initial reactions of 
shock and outrage at the US Federal 
Bureau of Investigation (FBI) decoy tac- 
tics gave way to embarrassed resignation. 
“Sting” operations are used by Japanese 
law enforcement authorities only in narco- 








tics cases, and early responses by Japanese 
commentators generally portrayed the 
Hitachi and Mitsubishi Electric employ- 
ees as victims entrapped by overzealous 
FBI agents. There were also hints that the 
investigation was racially motivated. 
However, as senior officials of both 
companies began to admit more and more 


» Jun Naruse, ‘senior engineer, 
Odawara works. 

» Teruji Yamamoto, senior engineer, 
software works, Hitachi. 

> Katsumi Takeda, engineer, for- 
merly employed by Hitachi America 
Ltd. А 

» Sadao Kowano, department man- 
ager, Odawara works. 

Arrested in the Mitsubishi case was 
Takaya, Ishida, an employee of Mit- 
subishi Electric Corp., America. War- 
rants were issued for the arrest of three 
Japanese residents: 

» Kazuma Ban, deputy department 
head and manager of computer works, 
Mitsubishi Electric Corp., Japan. 

» Chiyoji Tanaka, group manager, 
information systems and electronics 
development laboratory, Mitsubishi 
Electric Corp., Japan. 

» Akira Iwase, researcher, computer 
laboratory, Mitsubishi Electric Corp., 
Japan. 

Under a separate complaint, an Ame- 
rican, Barry Saffaie, was arrested on 
a charge of receiving stolen goods and 
passing them on to Hitachi. 

— RICHARD NATIONS 
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s espionage case has given proof to re- 
r t major Japanese computer com- 
ў sanies are madly seeking IBM technologi- 
tal secrets with huge sums, of money,” 
undered an Asahi Shimbun editorial on 
ine 26. “This sort of madness makes us 
eplore their wretched way of collecting 
foreign technical know-how." 
~ , Hitachi and Mitsubishi Electric execu- 


` tives continue to maintain their overseas 


Fa 
KG 
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"employees did not know the information 
they purchased for US$546,000 and 


3 0 26,000, respectively, was stolen. They 


d they have routinely used consultants 
'the US to acquire legitimately market- 
| and technical data about their com- 


ne 


. petitors — including purchases of infor- 


“mation from those competitors. 
“In doing so, both companies followed 


— procedures customary in Japan. All the 
| major trading companies, for instance, 


gularly buy personnel lists covering 
heir major competitors from small 
ometimes two-man) "consulting" com- 
ies. By discovering the hiring and as- 
ent patterns of another trading. 


ually сг advance informa- 
tion, including photographs, about new 
vehicle models to rival Japanese car mak- 
ers. 


Ithough it is clear such information is 

often the property of companies or in- 
dividuals and obtained either through per- 
sonal contacts or with financial incentives, 
there is almost no corporate or public pro- 
test against the practice. In most ways that 
count, Japan is a sieve for information 
gathering. The country has no formal es- 
pionage law and a 1980 case involving the 
sale of military information by Japanese 
military officers to Soviet agents was pro- 
secuted under existing theft statutes and 
violations of Japanese military regula- 
tions. 

Although much has been made in re- 
cent years of Japanese industrial excel- 
lence, in computers. the Japanese, like 
everybody else, trail IBM by a large mar- 
gin. One Miti official explained last week 
that the entire basis of the Japanese Gov- 
ernment’s policy in computers for the past 


All's fair in war 


atching 'spies' is only part of the US battle 


_ to maintain technological superiority 


Gene Gregory 


United States" Federal Bureau of 


ғ An The strategy and tactics employed 
; e 


stigation (FBI) in the IBM affair are 
sistent with a general pattern in recent 

ths indicating that Washington has 

d its emphasis in the festering US- 

apan economic conflict from trade to 

h technology and industrial policy. A 

nt Mainichi Daily News editorial suc- 

cinc bon up the way things look 
from Tokyo: “Јарѕсат . . . points to the 


f ct that total technological warfare is 
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going on,” 
| AS one industry executive put it pri- 
Лу: “Militarily, the US regards the 
oviet Union as the enemy. In high 
nology, the enemy is Japan. This is in- 
d'regrettable. A technology war can be 
more serious than a trade war." Two 

llel trends are seen as an indication of 
hift in Washington's policy. In recent 
ths, US Government actions have 
enly ‘discriminated against Japanese 
ufacturers of- high-technology tele- 
munications equipment and com- 

s in favour of domestic makers, while 
cism of Japanese industrial policy and 
mental support for high-technolo- 


ET development has mounted sharply. 


.. The first concrete sign of change came 
. last year when Fujitsu Ltd, having won a 
_ bid to supply optical fibres to US telecom- 
unications giant AT and T, was deprived 
of the contract after representations from 
Washington made it clear that such an 
‘award would be “contrary to the interests 

of national security." On another front, 


15. Ys ; ; ; £ 


while US authorities expeditiously ap- 
proved the export of a large-scale IBM 
computer to China, approval — which is 
necessary under Cocom (the Nato body 
which screens such sales) rules — for ship- 
ment of a smaller unit by Hitachi Ltd was 
delayed for what seemed to the Japanese 
industry an inordinately long time, Then, 
on the day the Japscam arrests were made, 
Nippon Electric Co. amplifiers to be sup- 
plied to Comsat (Communications Satel- 
lite Corp.) were judged to be priced too 
low. л 

Meanwhile, following а 1980 report of 


: misconceptions. 


М. un e 

Speculation remains rampant in Tokyo 
that the Japscam episode ‘illustrates 
another instance of what is called in the in- 
dustry FUD: the IBM practice of spread- 
ing fear, uncertainty and doubt among its 
competitors. 

One source in California's Silicon Val- 
ley, where the case broke, told the 
REVIEW that IBM might file an injunction 
seeking a ban on imports of Hitachi com- 
puters if it could be proved at trial that the 
Japanese company relied on stolen infor- 
mation. 

Whatever the legal outcome of the scan- 
dal, there will be at least one lasting le- 
gacy. That will be the impression in the 
minds of many Americans that the Japan- 
ese remain copy-cat competitors. Reason- 
able observers understand that Japan's 
growing reputation for technological, as 
well as production, excellence is justified. 

But just as it took decades for Japanese 
companies to overcome their 1950s image 
for making clieap, shoddy merchandise, 
so too the imprint of Japscam will linger 
long. ш 


the subcommittee on trade of the House 
of Representatives’ committee on ways 
and means entitled High Technology and 
Japanese Industrial Policy: A Strategy for 
US Policymakers, complaints from 
Washington about the Japanese system of 
finely tuned macro-industrial manage- 
ment have become increasingly strident, 
Members of congress and economic af- 
fairs officials claim that Japanese indus- 
trial policy, which targets key industries 
for development and systematically dis- 
courages less competitive industries, is an 
"unfair practice" and one which should be 
discontinued. 

In a recent speech at a Washington 
seminar attended by both American and 
Japanese business leader, US trade rep- 
resentative William Brock spelled out 
the current US contention that in the high- 
technology sectors, industrial policy, 
rather than conventional trade barriers, is 
the more serious problem. Japanese busi- 
ness leaders were at once surprised and 
dismayed. Not only was the top US trade 
negotiator urging that the Japanese 
should make changes in their way of man- 
aging their economy — changes which 
would be tantamount to economic suicide 
— but he manifested a remarkable lack of 
understanding of the basic reasons for Ja- 
panese industrial policy and showed seri- 
ous misconceptions regarding its conduct. 

Brock specifically complained that 
Tokyo is trying to enhance the competi- 
tive strength of numerically controlled 
machine-tool makers and computer 
software firms through official encourage- 
ment of cartels. He charged further that 
governmental control of patents on 
semiconductor technology was sought 
through sponsorship of joint industry re- 
search on very large scale integration and 
other high technologies. Brock evidenced 
an unwillingness on the part of the Ameri- 
cans to accept the fact that Japanese in- 
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i strategy explains, at least in part, the read- 


iness of Japanese business leaders айа the ` 


media to conclude, as a Mitsui and Co. 

.. executive remarked, that the Japscam op- 
.. eratiom "appears to be a plot devised by 
Officials." This impression was further 
. reinforced by references, attributed. to 
FBI investigators by the New York Times, 
to Hitachi and Mitsubishi. Electric as 
*government-subsidised Japanese com- 
panies," a characterisation which echoes 
urrent criticism of Japanese industrial 





















policy. І 


PM T not all Japanese knowledge- 
fable on these matters accept the con- 
. . piracy theory, there is general apprehen- 
sion that the effects might be the same as 
carefully coordinated action. They warn 
‘that the affair might serve to reinforce re- 
cent changes in US policy, which can have 
only grave consequences as the result 
"would be to impose on the Japanese con- 















dantly ck ture 151 
. dts abili i develop high 
` technol ust depend less 


f its own technology 
| ernment support for 
chnology rather than less. If 
cam serves to reinforce this 
ather than lessen it... 

de pparent disregard of these facts of 

Japanese economic reality, \ 

delegation to the fort ng meeting of 
the bilateral working gro есһпоіору 
scheduled to be held in Hawaii on July 7-8 
is expected to suggest fhat Japan drasti- 
cally review its policy of ^subsidising" its 
"domestic high technology industries and 
other industrial policies designed to pro- 
tect the interest of those industries. The 
‘objective, as the Japanese understand it, 
is to redefine “the rule of the game in high 










technology" to limit the role of the püblic | 


‚ sector in the development of science and 
"technology for non-military purposes. 
Military-related research and develop- 
ment and space programmes, in the US 
scheme of things, are to be excluded from 
the rules. | Dg AMEN 
‘If the Japanese read the US policy ob- 
jectives correctly, they are being asked to 
accept the premise that US superiority in 
high technology is militarily essential to 
. the Western alliance system. American 
7 Леайегѕћір in computers, telecommunica- 
` tions; semiconductors and biotechnology 
“must be maintained at all costs, and in no 
jetition of the develop- 

























` Sensitivity to this apparent shift in US | 
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atural gas project in Sakhalin is a 


“point. In pursuit of its foreign policy ob- | 
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ductors, it 








jectives in Poland, Washington is using its | t 


‘technological lead in natural gas techno- 
logy to inhibit Tokyo's delivery of re- 
quired equipment for the project, which, 
the Japanese point out, damages their in- 
terests far more than those of Moscow. 

It is in the context of tliis perceived ob- 
jective of the US to redefine the rules of 
the game in high technology that the Ja- 
panese view Japscam. Indeed, from 
Tokyo it appears that the operation may 
well have been intended for just that pur- 
pose. 

Executives of major Japanese firms are 
fully aware that in the past the selling of 
technological information not generally 
available has been à common practice in 
the US, and particularly in Silicon Valley 
where: the trade ir such information isa 


major business. This market was not of Ja- 


INDUSTRY 


By Paisal Sricharatchanya 

3 retrenchment, 
which has mushroomed since late last year 
as manufacturers cut back production in 
the wake of a prolonged economic slow-. 
down, is pushing up unemployment and 
raising concern that Thailand may be 


heading into the first wave of serious : 
labour unrest in six years. The lifting in | 
early 1981 of a government order banning 
work stoppages and factory shutdowns — | 
enforced since 1976 — led to 43 strikes in- 
volving more than 15,000 workers last | 
year. As more lay-offs are expected amid | 
anticipation that the economy will not | 
begin to recover until next year, it appears | 
| (Review, June 4). This ste 


more labour problems are on the way. 
However, government labour officials 
and private union leaders have ruled out 


the possibility of any widespread labour | 


upheaval on the grounds that the strength 
and morale of the-embryonic organised 
Thai labour movement are at a low point, 
with most unionists too preoccupied with 
either seeking or accommodating political 
affiliations rather than strictly tending to 
labour affairs; frequent internal wrangl- 
ings also reduce the movement's effective- 
ness. Given the slower expansion in the 
rate of inflation (down from 12.7% last 
year to a projected less than 7% this year), 
the movement will also be deprived of a 
central theme around which it might insti- 















Labours love lost 


Thailand may be heading for serious worker unrest 
as industry cuts back jobs amid recession ... 


areas to whoever is pr 











di farming population has traditionally 























































They sell information. 
developments, management 


prices, including Japanese 
Some of these firms also d 
hunters, since the best way. 
sitive technology. is 
technologist.. РИ 

Akio Morita, Sony's pre 
nonsense chief executive | 
curities analysts in Boston 
company has receive 
information from: 
ways rejected them. Son 
companies in. general, do 
kind of information to 
ness, he quipped. 





five surrounding industrialised 
from the middle of last year 
May. The figure represents ali 
of the total 400,000-strong - 
labour force in these areas. Wit 
rent economic slowdown like 
east until the year's end (RE 
21), labour union leaders exp 
10% increase in retrenchment. 
. Expectation of increased red 
coincides with an official forece 
country’s manufacturing sector 
ing for roughly 23% of gross dor 
duct, will. grow at only aroun 
year, down from the traditior 









global recession which has cut i 

industrial exports on one һап 

pressed domestic purchasing p: 

result of falling farmers’ inco 

other, MA 

Against last year's officially 
t 


which accounts for 1.5 
7.4% of the employed labour fore 
far the clearest indication that un 
ment in 1982 is on the rise, though 
has not yet been officially forecast. 

Although expansion in agricult 
duction, which took. the largest 
share with 15.1 million people or 74 
the workforce last year, is projecte 
contract from 6.7% in 1981 to only 
this year, labour experts say it is ext 
difficult to gauge the exact impact о 
employment in this sector. Thailan 















rural job-creation prog 


he government allocates about 


t 3.5 billion (US$152 million) a year 
atious rural development throughout 
country, with a large portion going to 
es^ 5 
"strong agricultural base in effect 
unts to an important labour-stabilis- 
ctor capable of cushioning the ad- 
¢ impact of unemployment in urban 
“A sizable portion of the labour 


of unemployment 


be fully reflected in public out- 
ommented a senior. labour offi- 


em loyers continue to. cut costs 
ugn more retrenchment-ànd limita- 
lated welfare, the number 


sputes and work stoppages this - 
kely to be more.than the 172 dis- - 


ed to 43 strikes in 1981. How- 
authorities: find comfort in 
hat the new wave of labour un- 
be as traumatic or economi- 





: the 


funder Th 


year.) _ 
Paisal Thawatchainant, president of the 


Labour Congress of Thailand — the 


largest of three groupings of labour unions 
whose combined membership of 180,000 
represents a meagre 3.4% of the total non- 
agricultural labour force — conceded іп а 
recent interview that the organised Thai 
labour movement is at its lowest ebb. 
Plagued by internal conflict, political in- 
filtration and general apathy on the part of 
leading unionists, the movement appears 
to have serious problems trying to fores- 
tall disintegration, let alone engineering 
any widespread labour upheaval. 


О of the last major labour rallies in 


Bangkok was held in September last- | 


year to protest a government decision on a 


relatively small increase iñ ‘minimum: 


wages. Against the previous Baht 54 daily 


minimum wage for Bangkok and sur-: 
‘rounding provinces, the unions had de- 


manded ап increase to Baht 80 but-the 

government approved only Baht 61. 
Paisal said he originally expected tens of 

thousands of workers to show up at the 


rally, but only several thousands attended | 
and the protest was to no avail. The. 


| try stands to gain greatly after trade 
ilties with India are sorted out 


bstacl 


d by Indian | 
hi to approach 
ive attitude. 





order to improve bilateral relations. | 


Under the agreement, the Indian au- 
thorities will provide relief to Nepalese 
traders in two ways. The first relates to in- 
surance cover for goods imported through 
Calcutta — a heavy financial burden for 
the traders. Insurance is required to as- 
suage Indian feats that the goods could be 
"deflected" — smuggled into India — 


while on transit to. Nepal. But insurance | 


companies have been reluctant to provide 
cover because of the high risk of theft or 
loss on Indian soil. (There have been 
numerous complaints about pilferage and 
general inefficiency at Calcutta port.) 
Now New Delhi has agreed to arrange- 
ments enabling the goods to be cleared 


through the Nepalese Bonded Warez 
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Corp. Insurance will still be needed, but 
insurance companies will now have in- 


centives to provide cover at a reasonable | h 


cost. 
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Р difficulties of Nepale busi 
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petrochemical products, trust the shield. 














Highest quality petrochemical moplastic plastomers. carbon black. specialty 
ntermediates and raw mate chemicals, man-made fibers, non-woven fabrics, 
rials are available where you and polyethylene pipe for water or waste. 
see the familiar Phillips Pe Customers in our part of the world are served by 
troleum shield. 20 plastics plants. 13 carbon black plants, 8 rubber 
Here is a dependable plants around the world, plus 4 pipe and 6 fiber 
source for outstanding Phil plants in the U.S 
ips products such as poly- For assured supply along with expert technical 
ethylene and polypropylene advice and assistance, trust the symbol of leader 
plastic resins, crystal clear butadiene-styrene res- ship. Trust the Phillips Petroleum shield. Contact 
ins, engineering plastics resins. elastomers, ther the Phillips Petroleum sales office nearest you. 
Trust the Phillips Petroleum shield. („ш 
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East Melbourne, Vic 3002 Wellington 849974 31279 РО. Box 11278. 
PO. Box 258 Wellington. New Zealand 
Singapore 3386466 RS23337 PO. Box 70, Killiney Road 
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— Christopher Columbus 


“Refundable on both 
sides of the Atlantic. 
Safe everywhere under 
the sun.”—Leif Ericson 


“Available in leading 
world currencies. A very 
practical invention.” 

— Benjamin Franklin 


“Accepted on both sides 
of the Alps, and almost 
anywhere else you're 


~ / vacationing." — Hannibal 
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"Recognized around the . BE 
world. It is round, you know. ^. 
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/ “Good in 160 countries. 

I wouldn't trade them for 
/ all the tea in China.” 
j — Marco Polo 
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The money experienced world travelers carry. 


Experienced world travelers know better than to 
carry ordinary money. They prefer BankAmerica 
Travelers Cheques — World Money. Not only are 
they accepted in over 160 countries and refundable in 
more than 40,000 places around the world, but now 
they are available in leading world currencies as well: 


U.S. Dollars, Deutsche Mark, and Pounds Sterling. 
Add the fact that BankAmerica Travelers 
Cheques are backed by BankAmerica Corporation, 
with assets of over US $100 billion, and you can see 
why people who know where they're going carry 
BankAmerica Travelers Cheques wherever they go. 


BankAmerica Travelers Cheques. World Money: 


BA CHEQUE CORPORATION Bl 
A BANILAMICOC A COMPANY 
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COMMAND — ^ 
PERFORMANCE. 
DEMAND 
FIRESTONE. 


721" Steel Belted Radial. Superb performance 
demands a cool running tread over a tough tire body. 
Firestone delivers both in a steel belted radial built to grip the 
road while it turns you loose. The 721 Steel Belted Radial 

You'll get positive traction, long life mileage of impact 
and corrosion resistant 7-over-2-wrapped by-1 steel cord, 
and fuel efficiency in the 721 Steel Belted Radial. The 721 
is the finest radial passenger tire we've ever designed for 
dependable handling and steering control 

Demand Firestone 721 Steel Belted Radials — and discover 
what it’s like to command performance. 
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INTERNATIONAL GROUP 1200 Firestone Parkway 
= ac —Ó " Akron, Ohio 44317 U.S.A 


z kg т? = (216) 379-7000. Telex: 98-64-31 
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Thais Australia now includes Brisbane and Perth in addition to its Sydney and Melbourne 
destinations. 1 Which means our magnificent 7475 now cover more of that vast continent 
than any other Asian airline. I From Bangkok you can fly to each city non-stop and faster, 
via our Great Circle Express routes. I And іп more comfort too, because our 7475 are de- 
signed to carry less passengers than those of other airlines. 1 Whether you're г clining on 
a Slumberseat in First Class, savouring the quiet of our Business Class, or А 
enjoying the atmosphere in Economy, its Royal Orchid Service all the way. Thai 


Smooth as silk 









Kuala Lumpur: Peninsu- 
lar Malaysia has its own 
version.of East and West. 
Divided by a mountainous 
spine down the middle, 
the sultanates and chief- 
дот on either side have lived in different 
worlds for centuries. Arab proselytisers 
and Indian adventurers landed on both 
coasts from the first century AD but it 
took the British in the 19th and 20th cen- 
turies to cross the mountains in a systema- 
tic effort to colonise the peninsula. But 
even so, the building of roads across the 
mountains was economically unattractive. 
As political unity was imposed on the 
land, it was the West Coast which was by 
far the more developed, forming the 
heartland of the nation and containing its 
centres of power and wealth. 

To a division forced by geography had 
been added divisions of society and out- 
look. 

By independence in 1957 poverty along 
the East Coast was not only widespread, 
political opportunism and ineptitude had 
begun to promote poverty as a crucial con- 
comitant of a fundamentalist Islam. Politi- 
cal movements and economic planning in 
the highly multiracial West Coast left the 
East Coast communities cold. Following 
independence from British colonialism, 
the real power has passed into the hands of 
a new breed of men who — with few ex- 
ceptions — did not originate in the east. 

The first deputy prime minister and 
later prime minister, Tun Abdul Razak, 
was from the East Coast state of Pahang 
but his education was in London where he 
studied law. Not surprisingly, however, 
the main thrust of his life's work was rural 
development and taking Pahang out of the 
stagnation it has suffered for hundreds of 
years. The colonial power's preoccupa- 
tion with preserving its economic advan- 
tages after independence meant concen- 
trating power in hands with British sym- 
pathies. The West Coast elite under colo- 
nial rule found its inspiration and models 
in “Oxbridge” and the English Inns of 
Court, while East Coast thinkers looked 
towards Al Azhar and other Islamic 
centres in the Middle East. Indeed, Mus- 
lim teachers and priests even went as far as 
Kompong Chom in Cambodia to establish 
schools where the' Kelantanese Malay 
dialect became the medium of Islamic 
knowledge and remains so to this day. 

In the peninsula, the political system 
legitimised by the departing colonial 
power was largely secular, Western and 
prosperous: Not surprisingly, therefore, it 
largely failed to penetrate the East Coast 
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Ambitious plans are in hand for Malaysia's long-neglected East Coast 


An eastem awakening 
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Trengganu refinery under с 


(except in the south of the peninsula near 
Singapore), for almost 20 years. When it 
finally did in 1978, after dislodging the ex- 
tremist theocentric Parti Islam (PI). it was 
only after creating a huge elite of Western 
educated administrators and traders. The 
change is hardly complete and the West- 
ern-style universities in thé West Coast 
are still allocating larger quotas of places 
for students from the "backward East 
Coast states." 


he government's difficulty with deve- 

loping the East Coast is often sum- 
marised by politicians who say the East 
Coast people “are different." The “differ- 
ence" was made dramatically real in 1963 
on the eve of the formation of Malaysia 
when the government of Kelantan went to 
court over the formation of the federation 
and declared that the Malaysia Agree- 
ment and the Malaysia Act were null and 
void on the grounds that the state govern- 
ment was not consulted before parliament 
passed the act. The state government of 
Kelantan at that time was the only state 
government in opposition hands. It con- 
tinued to be the opposition stronghold 
until 1978. The chief justice of the time, 
Tun Sir James Thompson, dismissed the 
case in a decision that remains controver- 
sial to this day, and this illustrates the kind 
of legal force that had to be used to keep 
Kelantan in line. Trengganu, also an East 
Coast state, was under the strong influ- 
ence of PI then as it still is today. 


To many Malaysians on the West Coast, 
both Kelantan and Trengganu and a good _ 
part of coastal Pahang are exotic places — 
where the ancient crafts of silversmith _ 
and weavers of cloth gold still flourish, Itis 
also the place where the people fly giant _ 
kites in the monsoon winds and spin - 
enormous tops to pass the time. ا‎ 

Efforts to build communications be- - 
tween the east and west never took off _ 
even under the British and major roads — 
between East Coast towns simply did not — 
exist, until the Japanese invasion in 1942. — 
when the advancing army built a track for _ 
its own communications between Kota _ 
Baru and Kuala Trengganu. That track - 
has since been converted into a major — 
road. While the coastal people were and - 
are great fishermen, there was no port of — 
any significance until work began in - 
Pahang in the 1970s. Air transport also Бе- | 
came an important factor but only in the | 
1970s. The same applies to the telecom- , 
munications system. 

In Kelantan, with РІ in power andin | 
Trengganu where PI formed a very strong. 
opposition, there was resistance to change 
which became an obsession with succes- 
sive prime ministers who blamed the party 
rather than history for all the ills in the re- 
gion. In the first election held in the coun- 
try, in 1955, the United Malays National 
Organisation (Umno) and its allies, the 
Malaysian Chinese Association and the 
Malaysian Indian Congress, with the mas- 
sive government machinerv at their dis- 





posal, won all but one of the seats at stake 
— and the loss was in Kelantan, to PI. In 
the 1959 state election PI took the state 
government both in Kelantan and 
Trengganu. In Kelantan it held on to 
power until 1978 but in Trengganu the PI 
government lasted for a very short time 
because it had a majority of only two 
seats. With one defection, it depended on 
the speaker to retain power but with more 
members crossing the floor, PI in 
Trengganu ceased to control the state 
within a year. To this day, however, it re- 
mains an important opposition in both 
Kelantan and Trengganu. 

Political analysts have been intrigued by 
PI's dominance in the East Coast and the 
rationale has been that East Coast people 
saw Umno politicians as intruders who 
used their powers to acquire land in a part 
of the country where there was little else 
of real value. 

Change came suddenly. It began when 
the central government included East 
Coast politicians such as the present Fi- 
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nance Minister Tunku Razaleigh Hamzah 
and the Trade and Industry Minister, 
Tunku Ahmad Rithauddeen. Razaleigh's 
own economic plan for the state was in- 
strumental in the ruling National Front 
coalition winning the Kelantan govern- 
ment from PI in 1978. Because the election 
victory was massive (PI won only two seats 
_ Out of 36) it was widely believed that PI 
was destroyed. However, in the 1982 gen- 
eral election it made something of a 
comeback in Kelantan and Trengganu. In 
Kelantan PI increased its state assembly 
Seats from two to 10 and parliamentary 
Seats from two to four, In Trengganu it 
Managed to win five seats in the state 
where it had none in 1978. 

More important. PI's share of votes in 
Kelantan increased by 4% compared to 
1978 and amounted to 47% of the total 
votes cast. An increase of a further 2.5% 
could easily mean the state government 
reverting to PT. In Trengganu Pl increased 
its vote by 3.3% mostly at the expense of 








independents and the Parti Socialis 
Rakyat Malaysia. With more than 41% of 
the Trengganu votes, PI is not an im- 
mediate threat to Umno, but clearly the 
West Coast-based parties cannot ignore 
the possibility of à РЇ comeback even 
there. 
overnment development spending in 
Kelantan and Trengganu is generally 
expected over the next few years to help 
consolidate Umno's position but the pace 
of. development, particularly in Treng- 
ganu, is not inspiring. The immediate be- 
neficiaries of the gas and oilfields are the 
civil servants, officials of the various statu- 
tory bodies and people working with the 
oil companies, including state-owned Pet- 
ronas. The spillover effect is not expected 
to benefit significantly the Trengganu far- 
mers or fishermen even by the time the 
next general election comes along in 1987. 
The government propaganda machine, 
however, does give the impression that 
prosperity is around the corner but PI 
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propagandists ask persuasively (and mis- 
chievously) for evidence of the prosperity 
apart from skeletons of structures and 
programmes whose productiveness is still 
in the future. 

A new road to link Kuala Trengganu to 
the West Coast is complete but the princi- 
pal beneficiaries, for the present, will be 
urban dwellers. Port works in Trengganu 
designed for the petroleum industry will 
also tend to benefit the urban centres 
more immediately than the rural people 
— and it is in the rural areas where PI con- 
tinues to cast its net. j 

In Kelantan the situation is marginally 
better because the coastal areas have had 
а more sophisticated traditidn of trading 
than those of Trengganu, Also, trade ac- 
ross the border with Thailand (including a 
smuggling trade which, officials say, has at 
least 300 routes through the 40-mile bor- 
der) has been a long-established tradition. 
The Kelantanese coastal people are also 
highly skilled craftsmen who once worked 











mostly -with silver and with cloth gold. 
Now, in an industrial area in the state, 
they work diamonds for one of the biggest 
diamond cutting centres in the world. 

Investment opportunities being pro- 
moted by the government in Kelantan 
have already attracted a number of man- 
ufacturers, including those in the electro- 
nics industry who demand considerable 
skill from poorly paid labour. A number 
of manufacturers in the area told the 
REVIEW that while it was difficult to re- 
cruit qualified engineers in the state, it was 
easy to train skilled hands for reasonably 
sophisticated electronics assembly work. 
There are also signs that factories which 
demand such skills and were sited in the 
West Coast free trade zones are eyeing the 
East Coast because of its lower wages and 
expectations. Other attractions include 
the government's policy of locational in- 
centives for manufacturing industries set 
up in the east. 

A serious problem, particularly іп 
Kelantan, was that lack of opportunities 
sent several thousand workers to Singa- 
pore in recent years. The state govern- 
ment has launched publicity campaigns to 
attract these workers back. Chief Minister 
Datuk Mohamad Yaacob recently said 
there is a trend for workers now in Singa- 
pore to return to Kelantan to work in the 
new factories. But the movement is still 
far from sufficient to encourage any large- 
scale industry to depend on it. 

Changes in the outlook of the Kelantan 
and Trengganu people are still a long way 
off. Government programmes to instil a 
new attitude constantly run into opposi- 
tion religious propaganda. Also, the pro- 
mises made on the East Coast appear un- 
satisfactory, when contrast with the West 
Coast is daily visible through TV program- 
mes and newspaper articles. 


Tic mountains have been crossed and 
the east-west highway linking Penang 
with Kota Ваги, now about to be opened, 
could lead to important social changes in a 
short period because workers from Kota 
Baru can reach Penang in a couple of 
hours. The drift to Penang from the rural 
areas, particularly of north Kelantan, 
could become a vast social problem, Al- 
ready the army in Kelantan has to com- 
pete with industry to recruit essential 
manpower. A cheap bus service linking 
the two coasts could make labour ex- 
tremely expensive unless the free trade 
zones in Kota Baru and Trengganu help 
create urban centres that are at least at- 
tractive enough for rural youth to stop 
looking to the bright lights of the West 
Coast, 

Government planners are aware of the 
impact of improved communications sys- 
tems but their choice is limited because 
without communications, it would be dif- 
ficult to attract investors. In this chicken- 
and-egg situation, the government is 
forced to gamble. In Pahang, for example, 
the Pahang Tenggara land development 
project was expected to attract some 
500,000 people by the end of this decade, 
but halfway through the period there are 
only 50,000 people in what is a deeply 
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.. Kredietbank 
_ Good figures after a difficult year 


Some — from the balance sheet at 31 March 7 
(in million 1982 1981 1980 . . 1975 —— 















































pita 15,894 15126 14026 TA 
Working funds 540,908 443936 392634 185944. 


21 p the... К ; 
{ 269,292 236,008 201 519. 90, 681 : 
183,785 152.051 135,141 70, £68. 





Pep te fin 1,761 1,760 1,735 
Balance sheet total” 588,301 486,327: . 429,880 
 Netdividend(BF) _ 365* 365* 355, E 
Staff. Г | 8,523 , 8,460 B433 7c 
- Number of branches 753 749 ES E 





——— 


* 17196711115 dividend was paid to 2,005,717 shares, while 100:285 new shares resulting from the: Kinin al 
ло half the dividend for the financial year; thus in 1982 the same dividend is paid.to the 2,106, 002 outst and 
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275 5 Abroad D 
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К Associated Banks 
“Kredietbank S.A. Luxembour: eoise, 43, Boulevard Royal, Luxembourg 
Kredietbank (Suisse) S.A., 7 Bou levard Georges- -Favon, CH-1211 Geneva 11 


. Associated Institutions 
_Inter-Alpha Asia (Singapore) Ltd., UIC. Building, 20th floor, 5 Shenton Wa ‘Singapore 0106 - 
ntec-Atpha Asia (Hong Kong) Ltd., 2501 Connaught Centre, 1 Connaug it Place, Hong Kong 
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—'ecanbeobtained = i : p АЧАА. 

yis from the following address: Public Relations Ж 
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d systems all along the 


‘The early suspicion of the East Coast 
горе that West. Coast politicians were 
ere to-plunder is being slowly eroded, 
ot least by revelations that several mem- 
s of the РЇ government of Kelantan 
din suspicious timber and 
no politicians madé much 
sand this, too, played án 
"bringing down the PI 
ment. But until the government des: 
rs the goods throughout the two státes, 
expected to rentain an important fac- 
everal analysts have argued that the 
045 people-are less materialistic 
id more spiritually oriented and there- 
e will continue to resist change. But the 
nce is that fundamentalist Islam, 
peaked in the late 19705, will be- 
> less and less of a factor in deciding 
way the people of the East Coast 
choose. Already there is evidence that 
the crudest propaganda in the most 
rd areas of the state still persuades 
hat poverty is an important attri- 
f a good spiritual life. After all, it. 
people of the East Coast who 
ed in gold and ivory with the'Chinese 
cient times, long before Islam arrived 
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' By Jeffrey Segal 
' Kuala Lumpur: Indus- 
‚ wialisation. is coming to 
Malaysia’s East Coast at a 
breathtaking pace. In a 
major catching-up exer- 
cise over the course. of the 
1980s, the traditional fishing, farming and 
forest economies of the three East Coast 
states — Kelantan, Trengganu and 
Pahang — are set to undergo far-reaching 
structural changes designed to yank them 
intó the mainstream of national develop- 
ment after centuries of isolation. By 1990, 
according to the central planners, the 
manufacturing sector in the three states as 
a group will almost exactly match the 
agriculture, forestry and fisheries sectorin 
economic importance, accounting for 
22% of the region's gross domestic pro- 
duct (GDP). Two years ago, by compari- 
son, manufacturing. made up only 11% 
and agriculture 36% of GDP. 

During the term of the 1981-85 Fourth 
Malaysia Plan, the real value of manufac- 
tured goods output from the three states 
will expand by almost 250% to M$1 billion 
(US$422 million) against a growth rate of 
less than 70% for the country as a whole — 
and will then more than double again by 
the end of the decade. 

Virtually the whole of the region's in- 
dustrialisation programme is targeted for 
the narrow coastal strip. stretching from 
the state boundary with Johor in the south 
to the Thai border 500 kms to the north. 
Within that zone, five basic types of indus- 
tries are planned. In the top tier comes 
energy, aimed at extracting and process- 
ing the East Coast's oil and gas reserves. 
In the second tier are petrochemical plants 
to produce industrial raw materials using 
those reserves as feedstocks. Next come 
other heavy industries such as steel-mak- 
ing, mainly using the gas as fuel, at the 
fourth level light and medium industries 

‘concentrated largely in import substitu- 
tion and agricultural processing. In the 
fifth tier are a whole range of resource- 
based industries designed to exploit the 
region's other mineral deposits, currently 
largely untouched. 

At the hub of East Coast development 
is Trengganu's offshore petroleum. Until 
recently, while the state benefited from a 
5% royalty on oil production, in physical 
terms the oil industry remained distant. 
State-owned Petronas has a small regional 
office in the state capital, Kuala Treng- 
ganu, while Esso Production Malaysia 
Inc. (EPMI), which operates the three 
producing fields under a prodüction-shar- 
ing contract with Petronas, uses the town 
largely as a staging post for-offshore rigs. 
| Transportation of the crude oil itself h 
been carried out entirely offshore, using a 
floating storage. vessel, with tranship- 
ment to the West Coast, Singapore or 





Now, however; a shore-based oil indus- 
merging in Trengganu. From the 
, already linked by subsea 
je with Bekok and Pulai, EPMI is 
laying a 203-km., 61-cm.-diameter pipe 
line. with a capacity of 240,000 barrels a 
day (b/d) — twice the present output level 
— to.a 2 billion-barrel crude 
under construction at a site betu 
teh and Paka. The pipeline (being built by 
McDermott Malaysia) and the terminal 
(by Fluor Ocean Services) should both be 
completed by June 1983, at a combined 
cost to EPMI of US$280 million. E 
Tie terminal will connect with a single- 
stem for export purposes 
000 b/d crude-oil refin- 
construction for Petronas 
line Corp. and C. Itoh 









ie) from local erudes.and to re- 
cover liquefied petroleum gas (LPG) — 
should be'onstream by the second quarter 
itral to East Coast indus- 
etronas. gas utilisatio 

loiting both the non- 
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project. aimed at 












associated: natural gas. found offshore — 
which, with an estimated 18 trillion cu. ft 
of proven reserves has ап energy potential 






2 times greater than Trengganu's bil- 
lion barrels of crude — and the associated 











gas currently flared off at the EPMI oil 
platforms. Аѕ а first phase, Petronas is 
lay a 153-km. pipeline from 






the Sotong ga: ated by its wholly 


on pe 
owned exploration subsidiary Petronas 
Carigali, to a gas-processing plant at the 
refinery and terminal complex. A process- 
ing platform at Sotong will initially col- 
lect gas from the nearby Duyong field 
only, but could be expanded later to take 


from the EPMI contract 








rilling of the first wells at Sotong and 
Duyongshouldbeginbyearly 1983, with 





the first gas being landed through the 400. 
million cu. ft-a-day-capacity pipeline 
now under tender — in May the following ^. 
year. Stone: and Webster are the co 

tants for the gas-processing plant (wh 
will have an initial throughput of 130 mil 
lion cu. ft a day, building up to match the 
pipeline capacity by 1988) and also for the 
planned 45 kms of onshore line planned tc 

y with a gas-fired power sta 




















tudy has identified five-possible projects, 
to be situated in the industrial 

+ areas on either side of the oil- and gas-pro- 
-cessing area: methanol and ammonia 
plants, each producing 330,000 tonnes a 
year, an ethylene facility with an annual 


capacity of 150,000 tonnes and low- апа. 


"high-density polyethylene units, with out- 

_ puts of 90,000 and 50,000 tonnes a year re- 

‘spectively. Related industries further 

“downstream, could follow, po 
ducing carbon black, polypropylene, 
PVC. urea. and plastic. goods. The 
'Trengganu.state government 15 aln 
considering a proposal from a T. 
‘company to manufacture salt using a gas- 
based process. don : 

E cond major use for the gas will be as 


"heavy industrial base, prin- 


teel-making centre planned: 


„оп 400. ha а 1,200-ha.. industrial site 
. now being prepared at Telok Kalong: The 
„Steel complex will be in two parts, both op- 
“erated by the state-owned Heavy Indus- 
tries Corp. of Malaysia (Hicom). The first 
-is га 600,000-tonnes-a-year sponge-iron 
plant, using iron ore from Australia, Swe- 
den, Brazil and India and scrap iron from 
the United States as.raw material, and 24 








rosperity 


South China Sea 


pi 


Qe Tanjung Berhela/Telok Kelong 4 Ш 


Kuantan-Segamat 
Highway 


А 400 mw Kenyir hydroelectric project ` 
B 110 mw Tembeling hydroelectric project 


Hicom, while another M$640 million of 
the estimated .M$1.2 billion total cost is 
coming . from- Japan's Export-Import | 
Bank. E i 

Hicom is also planning a parallel rolling | year by. 
steel mill at Telok Kalong, due to come on | posed Ki 
stream in late 1985, some six months after | could be 
the sponge-iron plant, with an annual ca- | ned for Joh 
pacity of 600,000 tonnes of celd-rolled ility in Tr 
steel, coils and sheets. The corporation: 
signed a letter of intent last November 
with a second Japanese group (Mitsui, 
Kawasaki Steel, Kawasho Corp., C. Itoh 
and Mitsubishi Corp.) to build the M$540 
million plant, but unlike the sponge iron 
deal no firm agreement has yet been 
reached. 
. controlled Tourist Developme: 
A number of other-heavy industry pro- | have invested heavily in hotel à 

jects are also slated for Kelantan and | development along the coas 

Pahang. A 60,000 tonnes-a-year steel mill | major thrust in the strip between Ku 
has been approved for a site near Kuan- |, and Kuala Trengganu. Some qm 
tan, capital of Pahang, and the authorities 
there have received an application from 
an Australian firm to set up a lead pro- 
cessing plant. A heavy industrial estate is 
also planned for Kelantan at Kemasin, 
south of the capital, Kota Baru. Potential | ing villages, swaying coconut 
users include а 120,000 tonnes-a-year ce- | beaches of white sand, could be à 
ment plant and a copper alloy project. Gas | cant deterrent to the tourist trade 1 
reserves have been identified off the | ture. ^ | 
Kelantan coast which could provide a The Pahang authorities have alrea 
source of enérgy in the longer term. blocked one large-scale industr 

On the negative side, the heavy industry | posal — for the urea fertiliser com 
programme raises two major questions. | on environmental grounds and ar 
The first concerns: marketing. There are 
already serious problems of worldwide |. fron 
and regiona r-capacity in all the main | ' 











ina remains a mystery to business- 
men around the world. Which. is 
hey have a difficult time assess- 
g China's potential as a market 
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years. it has been available. El 
a ipe factories 


capital, where the corporation hopes to 
create an 800-ha. resort complex. 
The move into heavy industry, petro- 


chemicals and oil and gas processing | 


represents an extraordinary short cut for 
the East Coast's industrialisation pro- 
gramme, as it is barely 10:years since the 
first rudimentary factories were set up in 
the area. These started mainly with saw- 
mills and primary processing of other ag- 
ricultural commodities such as palm oil, 
supplementing the traditional cottage in- 
dustries of the region. 

Now, however, one of the main planks 
of the three states' policy on light and 
medium industry is to discourage primary 
processing of local resources and instead 
promote moves further downstream into 
finished products. Parallel to this; the var- 
ious state economic development corpo- 
rations (which own nine of the 10 light and 
medium industrial estates along the coast) 
encourage most types of import-substitut- 
ing manufacturers, plus assembly plants 
for export and ancillary service industries 
to locate there. : 

In Pahang, where the timber sector con- 
tributes nearly half the state's revenues, 
the structure of existing industries on the 
three coastal estates reflects the govern- 
ment’s preference for downstream re- 
source processing. The southernmost site, 
at Peramu near the royal town of Pekan, is 
occupied largely by furniture апа wood 
board manufacturers, alongside palm oil 
processors and motor and engineering 
workshops. 


A Semambu in Kuantan — set up in 
1974 and the area's first industrial es- 
tate — the occupants are again mainly tim- 
ber-product manufacturers, palm oil re- 
fineries and workshops, plus a number of 
import-substituting units: two electronics 
assemblers, several food and drink pro- 
cessors and some construction materials 
factories. At Gebeng, to the north of the 
capital, so far only two palm oil refineries 
and a sawmill have been built. 

In Trengganu the small-scale coastal in- 
dustrial sector is newer still, though the li- 
mited number of projects already in oper- 
ation show a similar slant towards. re- 
source processing. The Jakar Industrial 
Estate at Chukai is wholly earmarked for 
timber complexes — sawmills, treatment 
plants, kiln drying, moulding,’ knock- 
down furniture and man-made boards. 
The new site at Dungun, further up the 
coast, will initially house a palm oil refin- 
ery — only the second in the whole state 
— while Kuala Ibai, just south of Kuala 
Trengganu, has a cannery, a nut proces- 


: Sing plant and cottage industries as well аѕ | 


engineering workshops. Along the Treng- 
ganu coast only Gong Badak north of the 


port-substitution projects in. the three 


i: ranged from. M$100:-a «month 


“State capital, has so far.attracted апу im- 








n Chepa phases. nd tv 
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ture, as well as plastics, matches, indus- 
trial gas, commercial vehicles, sewing 
machines, food and drink and building 
materials -plants making products for 
domestic use. Kelantan's economic geo- 
graphy — with the great rice-bow! taking 
up the whole of the coastal plain — means 
that the timber-processing sector has to be 
located. much further inland, though there 
is scope for processing of minerals closer 
to Kota Barus The Malaysian Mining 
Corp. is currently exploring for man- 
ganese, tin, copper, lead, zinc and iron ore 
in Kelantan; while the state's known re- 
sources of sand, clay and limestone are all 
available for. exploitation. Both Pahang 
and Trengganu also have large clay.depo- 
sits suitable for the production of building 
materials, while Trengganu has important 
coastal ridges of silica sand which could be 
used for glass-making. | 

Natural resources aside, though, the 
three states can attract investors by offer- 
ing substantial savings on overheads in 
three main fields. The first is the so-called. 
locational incentive, a federally adminis- 
tered scheme offering a tax holiday of five 
to 10 years for industries which set up any- 
wherein Kelantan or Trengganu and in all 
of Pahang except Kuantan district itself. 
The larger the project and the higher the 
Malaysian. content, the greater the tax 
concession. Some electronics cómpanies 
currently operating on the West Coast and 
nearing -the limit. Of the tax incentives 
available there are said to be planning to 
shut down and shift to the east to take ad 
vantage of the scheme. z 

A second major saving can be made in 
site rentals or premiums, which average 
оша about half the going.rate.on the 
West Coast. In Trengganu, existing fac- 
tories are paying as little as 45 M cents а 
sq. ft on developed industrial estates, in 
Kelantan 47 cents and in Pahang 65 cents, 
though new sites in the three states tend.to 
average closer to M$1.50-a sq. ft. 

But the most important financial ince 
tive for.the mainly labour-intensive light - 
industries: which have sprung up on thes” 
East Coast is the cheap, unskilled: labour: 
available in the region. Workers. can be 
obtained for as little as M$3.25.a day in 
some areas. At factories. visited Бу the 
REVIEW, rates for unskilled, operators: 
аба 
рапа M$4.a day: 






















diamond-cutting wo 
at an electronics. 2 y. plant, up to 
M$150-170 a month at a soft drinks bottl-- 
ing plant and almost M$300 a month абат 










everybody goes up," he stressed. 

In general, unskilled labour is available 
in abundance in the coastal towns. The 
pool of geen unemployed stands at 
roughly 8% in the three states as a whole, 
though officials concede the true figure is 
far higher. The bulk of the population — 
some 900,000 in Kelantan, 700,000 in 
Trengganu and 800,000 in Pahang — is 
young and, moreover, unwilling to remain 
in the rural áreas. The old kampongs (vil- 
lages) lose working-age people to the 
land-development schemes, and they in 
turn lose migrants to the cities, both in the 
West Coast and the East Coast. “The 
younger generation don't want to work in 
the padi fields," a Kelantan government 
official complained. "They get some cer- 
tificate and look for jobs in offices and fac- 
tories.” 

Factories in the Kota Baru area manage 
to recruit young, inexperienced women 
workers simply by sending their personnel 
officers to see the village penghulu (head- 
men) in areas served with reliable trans- 
port. The penghulu arranges the numbers 
required and the girls often begin within a 
day or two. Their training usually takes 
only a matter of weeks, and what one in- 
dustrialist called their “crafty hands” — 
the dexterity gained from a tradition of sil- 
vercraft, weaving and other cottage indus- 
tries — apparently make them ideal for 
delicate assembly jobs. Curiously, too, 
managers reported that their concentra- 
tion and productivity seem to increase, 
not decrease, as the day draws on. Over- 
time is rarely done. 

There are problems with these unskilled 
workers, however. Businessmen in 
Trengganu and Kelantan complain that 
employees will insist on taking at least a 
month off to help their families during the 
harvest season. Casual absenteeism can 
also be a drawback: one electronics man- 
ufacturer reported a daily absentee rate of 
20-25% when he first started operations, 
though the rate has now dropped. Labour 
turnover in the assembly plants is high, 
too. *We are dealing here with one fixed 
pool of labour," a Kota Baru factory di- 
rector said. “The girls seem to go from one 
factory to the next." 


emi-skilled, technical and clerical 

labour is harder to obtain, judging from 
interviews with East Coast businessmen; 
particular difficulties are encountered in 
Trengganu. Part of the reason is the lack 
of training and vocational facilities in the 
region. Technical training institutions are 
planned for Kuantan and Kota Baru, but 
at present many school-leavers seeking 
further education and technical qualifica- 
tions leave the area for the western states, 
encouraged by high East Coast-state entry 
quotas at universities and colleges. Short- 
ages lead to pressure on pay, especially in 
the two more southerly states. "The 
labour force can for once in their lifetime 
pick and choose jobs in terms of rates of 
рау and place of work," a Pahang official 
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hortages are e 
especially in Tr 
Kelantan, industrialists and businessmen 
try to draw on the 50,000 or so Kelan- 
tanese who have left the state in the past 
10 yeats to seek work elsewhere, but who 
are now beginning to return as economic 
Opportunities improve. Managers from 
outside tend to leave after a relatively 
short period since promotion prospects 
are in the main limited. A Trengganu 
heavy-equipment engineer told the 
REVIEW: "When we recruit for the East 
Coast, we try to get East Coast people. 
Otherwise after a few years they want to 
go back to the west." 

Only in Kelantan, in fact, did any of the 
senior staff interviewed, or their col- 
leagues, originate from the state in which 
they are now working. “We are all im- 
ported," said one. With few exceptions, 
therefore, take-home pay — including lo- 
cation allowances, fringe benefits and 





factory: geographic constraints. 


housing supplements — was normally 
higher than a West Coast manager could 
hope to earn. 

In the longer term, the imbalance in the 
employment structure — between widely 
available, poorly paid unskilled workers 
and scarce, highly rewarded skilled per- 
sonnel — could become even more pro- 
nounced. As basic construction work 
slows and capital-intensive projects come 
onstream, local demand for unskilled 
labour will flatten out while the need for 
managerial, technical and supervisory 
staff will continue to grow. The various 
petrochemical schemes being promoted 
by the Trengganu state government, for 
example, are likely to generate only some 
3,000 jobs between them and the Hicom 
sponge-iron project just 800. 

A significant side-effect of the influx of 
“outsiders” could be a rapid rise in the cost 
of living and a growing inability on the 
part of the indigenous population to 
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" т 1 lou к, 
d rents, in particular, are already — — 
under considerable pressure. “Where the — — 
ойтеп are," an East Coast industrialist — | 
commented, "the prices go up." 724 
The federal authorities are aware ofthe — 
problem, however. -As established West - 
Coast industries — electronics companies 
in Pahang, for example-— upgrade their — 
operations, the government is attempting — — 
to persuade them to relocate their ОҢ 
base in the east, “Our strategy is to en- 
courage companies to make the West _ 
Coast the high-technology centre and _ 
move the labour-intensive part of their op- — - 
erations to the East Coast," a federal in- _ 
vestment official told the REVIEW. 



































At from the lack of a skilled and ex- | 
perienced workforce, a second factor — - 
proving to be a deterrent to the establish- — 
ment оп the East Coast of high-technol- _ 
ogy and export-oriented industries in par- 
ticular is the absence of a modern inter- _ 
state and international transport network. 
Two free trade zones have been gazetted 
— опе at Gebeng and the second at Peng; -~ 
kalan Chepa phase two — but so far neither _ 
is operational. Poor communications are 
the main reason. The 50-year-old narrow- 
gauge railway linking Wakaf Baru _ 
(across the Kelantan River from Kota 
Baru) with Kuala Lumpur, Port Klang, ` 
Penang and Singapore is slow, илге. oe 
and inefficient, and few Kelantan fac- | 
tories use it for inward or outward trans- | 
portation. The whole of Trengganu and _ 
coastal Pahang still remain outside the rail — 
network. з 3, 
Passenger air services do operate be- 
tweensthe: three state capitals and Kuala | 
Lumpur; with further flights between _ 
Kota Baru and Penang, but offer only _ 
limited, high-cost cargo handling. Kuala - 
Trengganu airport is still only usable b 
Fokker F27 turboprop aircraft, thoi 
Kota Ваги and Kuantan are serviced by _ 
Boeing 737 jets. There are no air services _ 
at all along the coast itself. The road sys- — 
tem, too, is highly restricted, with the _ 
whole of the East Coast only accessible viä _ 
Kuantan, which connects with Johor, Sin- - " 
gapore ame Boge ere MAS 
Kuala Lumpur-Karak highway. Shipping, 
too, is a Bobet, with ШУ limited wharf 
facilities available at present along the _ 
coast. 2. 
Several major transport projects are _ 
under way, however, which aim at provid- — 
ing a comprehensive east-west and inter- _ 
national network of routes. One of the _ 
most important — and most troubled 
schemes is the Kuantan port project, 
situated at Tanjung Gelang to the north of 
the city, The port, designed by a Dutch _ 
consulting firm, was completed as sche- 0 
duled in October 1978, but the appear- _ 
ance of hairline cracks on the main quay — - 
postponed the official opening. Within à 
year and a half, these cracks had de- _ 
veloped into 15-22 cm. deep faultlines all — 
along the dock. “Half a mile of wharf _ 
moved as one unit,” a senior port author- | 
ity official told the REVIEW, as the original | 
sheet piling system — which a British in- — 
vestigative team found to be inadequate — | 
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— slipped under pressure from the water 
table on the landward side. 

The delay meant the cancellation of a 
large number of applications for export in- 
dustries in the Kuantan area, particularly 
those relying on the port for container ser- 
vices. State officials identified a petro- 
leum products project, an aluminium 
complex, a timber processing scheme and 
a sewing machine factory proposal as all 
having abandoned Kuantan because of 
the port's failure. 

Partial operation began in June 1980, 
but only for vessels of 6,000 dwt and 
below. Last August, the installation of 
rubber fenders allowed palm oil carriers 
of up to 26,000 dwt to call, but it will not be 
until January 1984 — when the two-year 
re-piling programme being carried out by 
Mitsui Construction is complete — that 
the port will be able to operate at its de- 
signed maximum of 35,000 dwt. By then 
the total cost could be in excess of M$500 
million. (The original construction bill 
came to M$250 million and the salvage op- 
eration has so far topped M$190 million — 
a third higher than the initial estimate. In 
the meantime, traffic is limited to some 
22-25 vessels a month, including the con- 
tractor's supply ships, with exports re- 
Stricted to liquid palm oil and imports 
largely to mineral oil (to a small Petronas 
tank farm) and steel pipes for the EPMI 
oil project. 

A second East Coast port project — the 
Trengganu State Economic Development 
Corp.'s Tanjung Berhala supply base — is 
scheduled to come into partial operation 
in September, handling service vessels of 
up to 15,000 dwt for the EPMI and Pe- 
tronas Carigali offshore rigs. Full capacity 
of 35,000 dwt should be reached six 
months later as further dredging work is 
completed. The M$42 million main con- 
struction contract — awarded to Mitsui 
Harbour — has already come to an end, 
though the bonded shore installations, 
being built by a Malaysian company, 
Mudajaya, at a cost of M$35 million, are 
still only partially in place. 

Two other contracts, due to be awarded 
soon, will expand the supply base into a 
general industrial port. Under the first, a 
separate wharf is to be built for Hicom, 
whose steel complex at Telok Kalong will 
be situated immediately adjacent to the 
base. Ore carriers of up to 60,000 dwt will 
be able to offload, and steel export 
facilities will also be installed. A second 
new contract will involve the construction 
of an LPG export terminal and quay, with 
the product piped overland from the refin- 
егу and gas-processing plant further up 

coast. 

The federal government has also agreed 
in. principle to outline plans for a third 
East Coast port at Kemasin, in Kelantan, 
linked to the proposed heavy industrial es- 
tate there. A shortlist of nine companies 
are bidding for the turnkey contract, 
though the scale of the project will be less 
ambitious than either Tanjung Berhala or 
Kuantan port. Initial maximum capacity is 
only likely to be some 9-10,000 dwt, with 
the main user the planned cement works. 

In the meantime, Kelantan's export 


outlets will see an immediate expansion 
with the expected opening in September 
of the east-west highway between Jeli and 
Grik. Eleven years in the making and the 
first road link across northern Malaysia, 
the new highway — which will later be ex- 
tended from Grik to Butterworth and 
from Jeli to Pasir Puteh — will slash the 
road distance between Penang and Kota 
Baru from the present 625 kms to just 227 
kms, vastly improving the export potential 
of East Coast industries and lowering the 
cost of their inputs. 


Kelantan soft-drinks bottler, for ex- 

ample, currently has to bring in sugar 
from Butterworth by rail via Kuala Lum- 
pur and Gemas, while a gas manufacturer 
there has to truck in chemical supplies 
from Taiping in Perak, through Kuala 
Lumpur and Kuantan. Most industries 
contacted on the East Coast estimate their 
transport costs inside Malaysia alone at 
around 20% of final sales values owing to 
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the present unwieldly. communications 
network. 

A number of other piecemeal road con- 
struction projects are also set to improve 
north-south transit, New stretches be- 
tween Kuantan and Segamat in Johor, 
Jerangau and Jobor in Trengganu and 
Kuala Krai and Gua Musang in Kelantan 
— with an eventual connection to Kuala 
Lipis, Bentong, and Kuala Lumpur — are 
all virtually complete but still not officially 
open. Air transport facilities should ex- 
pand, too, with the planned upgrading of 
Kota Baru airport to international status, 
the extension of the runway at Kuala 
Trengganu to accommodate Boeing 737s, 
the proposed lengthening of the Kuantan 
airport runway from 1,800 ms to 2,700 ms 
and the construction of a completely new 
1,500 m.-long airfield at Kerteh. The 
Pahang and Trengganu coastlines could 
also be drawn into the rail network by the 
1990s if a long-term rail development 
scheme — due to be studied in detail next 
year — gets to the implementation stage. 

A number of minor drawbacks to 
operating factories on the East Coast re- 
main, however. Managers complain of red 


tape in the initial approval process, 
blems of obtaining transport and for 
their workers on the often isolated new in- 
dustrial estates, poor telex and telephone 
services, limited and costly housing (espe- 
cially in the higher quality bracket), badly 
maintained estate roads, inadequate 
drainage and erratic water supplies. One 
Trengganu company making giant 4-m.- 
diameter pipes for the proposed Kenyir 
hydroelectric project gets its own water 
from a small well dug by the factory hands. 
Electricity supplies, too, are limited, 
since the three states will not be connected 
to the national grid until probably 1984 
and rely for now on small, isolated diesel 
generators. The Kenyir dam, however, 
will add 400 mws to Trengganu's supplies. 
the Tembeling hydroelectric project 
a further 110 mws for Kuantan and the 
planned gas-fired power station at Paka 
another 450 mws initially. Prospects for 
further gas supplies to East Coast indus- 
try, however, depend on three factors — 
the outcome of the current negotiations 
between EMPI and Petronas over a gas- 
gathering system for the South China Sea; 


*| a decision on whether to expand the on- 


shore gas pipeline network beyond Telok 
Kalong, possibly to southern Pahang and 
the West Coast, and the final contract 
price for gas supplied to Trengganu’s 
heavy industries. No agreement on pricing 
has yet been reached, though Petronas’ 
managing director Datuk Rastam Hadi, 
said: “We have said to them that they will 
get prices much cheaper than world 
prices.” He mentioned a possible US$2.50 
per million British thermal unit, less than 
half the international market rate. 

One final unknown variable which 
could put the brakes on East Coast indus- 
trialisation will be the extent of the pre- 
sent recession. So far the area has hardly 
felt the effects of the downturn in Malay- 
sian commodity prices, though in Pahang 
the slump in the logging industry has re- 
duced the attractiveness of establishing 
downstream timber complexes. Cutbacks 
in state economic development corpora- 
tion funds, too, have largely affected 
housing and construction programmes so 
far, rather than thé industrial sector, 
though federal government belt-tighten- 
ing could delay several major projects. 
The Kemasin port, Kota Baru interna- 
tional airport and the Hicom steel rolling 
mill are all said to have already been put 
back. 

Outside commitments by EPMI and 
Japanese consortiums, foreign private in- 
vestment — mainly in palm oil refining 
joint ventures — makes up only a small 
part of total investment in the region and 
is thought unlikely to be further limited by 
the recession, though project funding by 
out-of-state Malaysian concerns has al- 
ready started to shrink. Public officials in 
all three states agree that the overall in- 
flow of small- and medium-scale indus- 
tries has slowed down considerably in the 
past year or so. In Trengganu, for exam- 
ple, successful applications to set up new 
industries plummeted from a peak of 21 
in 1980 to just two last year and only one in 
the first quarter of 1982. ш 
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"ме put you on Sabena” 


It's the easy way to 34 key cities in Europe 






As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- bos 
fort of flying first class with Sabena all the way “жа 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 
nearest Sabena office 
has all the details. belgian world airlines 
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Product value results from solid 
design, quality parts, precise manufacture 
and the calibre of before and after sales 
support. 

Caterpillar achievements in these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpillar investec 
almost US$350 million in research and 
engineering to make our products more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Asia 
provide пва before and after sale 
customer support services called 


CAT PLUS, to help Cat 


Caterpillar, Cat and (B are Trademark 









product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types and sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to lead it. As producer of the world's 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 
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What every international trader needs 
IS a partner. 
who works at night 
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The bank that handles your trade 
finance must be smart enough and 
big enough to keep working on the 
other side of the globe when it’s 
your turn to sleep. 

Citibank meets those 
requirements. 

It has offices in 16 countries 
throughout Asia and 93 countries 
around the world and is the most 
active trade finance organization in 
the region. 

Citibank knows that you want 
your documentation handled with 
speed and efficiency. Its trained staff 
is strong enough to help you hunt 
down trade opportunities before they 
get away. In the competitive jungle of 
international trade, experience counts 
for a lot. That is why Citibank’s 
strength, speed and 80 years in Asia 
make it easier for you to do business 
anywhere in the world. 

Foreign exchange, collections, 
referrals, guarantees, letters of credit, 
banker’s acceptances — Citibank 
supplies them all, backed by the 
world’s top electronic communication 
network, 

If you want a trade finance 
partner who hunts while you rest, call 
Citibank. 







ME CITIBAK€ 


A trade finance friend 
in Asia for 80 years. 


282 Citibank, N.A. Member FDIC 







d out international in- 
he Japanese stockmar- 
eks. The yen has con- 
| ipitously against the 
gely reflecting. outflows 

1 {pital markets), the 
| Average has again 
"been plumbing the psychological resis- 
i syel of 7,000 and the economy as a 
down to lower gear. 

, like the outline of 





































panese . corpor: 

whole made sul 

cent months and in many cases should 
“continue doit M sr, as differ- 

"ent sectors of industry adjust them- 
selves; more or léss successfully, to re- 
éession, new market leaders (and lag- 
gards) are emerging. ~ — 

All this may appear to be of academic 
interest (to put it politely) for the mo- 
“ment but once United States interest 
|: gates do establish a secular decline and 
"the mayhem they have caused to domes- 
tic American industry becomes even 
more apparent, investors may well start 
looking for sounder industrial structures. 
elsewhere. So-called fundamentals may 
not be the best guide to the Tokyo 
' stockmarket, but they cannot be ignored 
altogether. And if, as is not inconceiva- 
ble, the govérnment should feel moved 
to protect the yen through restricting 
capital outflows, domestic investors 
would be forced willy-nilly back into the 
market. So it is worth taking a look at 
what the prófit indicators áre showing. 
' The Japanese economy has been slug- 

gish and is at best recovering slowly. 
Some companies are wilting badly in 
low-growth markets or falling behind in 
the relentless struggle to develop in- 
novative products and services. Yet cor- 
porate profits, on average (and espe- 
cially for manufacturing companies) 
"made large gains in the most recent six- 
month fiscal term to March 31. 
"The situation is probably not an aber- 
ration. The widely shared outlook is that 
the averáge growth of corporate profits 
"will go flat for seasonal employment 
теаѕо ^the current (September) 
term, but then stage a respectable re- 
covery for the rést of the year. 

It should be noted that the average 
obscurés some very different sectoral 
performances so far as corporate profits 
‘are concerned. Recurring profits for all 
industries rose by 30.5% in the March 

term over the corresponding 1980-81 
period, according to the Bank of Japan 
.| . (BoJ); Manufacturing industry by itself 
|” registered a remarkable 41.8% increase. 

«After-tax profit was generally higher in 
‘terms of rate of increase.) The break- 
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down by industrial sectors, not to men- 
tion individual companies, reveals vast 
differences in results. 

For example, the paper and pulp in- 
dustry recorded a 4,068% increase from 
its meagre ¥300 million (US$1.2 mil- 
lion) recurring profit during the previous 
term. The oil industry — after disastrous 


foreign-exchange losses —- recovered 
from a ¥162 million deficit to a ¥10.2 
billion profit. 


Meanwhile, sóme of the internation- 
ally. familiar sectors of Japanese manu- 


facturing had disappointing results. The 


precision instruments industry, which in- 
cludes cameras and watches, experi- 
enced a 22.7% decline in recurring pro- 
fit; while both vehicles (—7.6%) and 
machinery (— 1%) lost ground. 


e THE background to the corporate: 


profit picture is a national economy that 


‘has been virtually standing still. In the 


last quarter of 1981, Japan's gross na- 
tional product declined 0.9%. Although 
official figures are not yet available, 
leading private research firms estimate 
that real economic growth will be no 
more than 1% for the first quarter of 
1982. The government's prediction for 
the present calendar year has recently 
been revised downward, fróm:5.276 to 
3.3957 Even this lower figure presup- 
poses an arrest of sorts in the decline of 
exports, the décline having been almost 
continuous so far this year.. 

‘In contrast to the relatively poor fig- 
ures at the macro-economic level, many 
large Japanese firms have managed to 
reduce unit production costs by adjust- 


ing inventories and-rationalising opera- | 


tions. Other contributing factors include 


persistently low interest rates, which 


have diminished the debt burden (a par- 
ticular boon to manufacturers): and 
stable prices for natural resources, espe- 
cially oil. And of course, many manufac- 
turing firms have been successful in in- 
troducing a broad range of innovative 
products: 

* The flatness of the national economy 
is reflected only in corporate sales fig- 
ures. The BoJ survey showed that sales 
for manufacturing firms rose, on aver- 
age, by a mere 6% in the March term, 
and for non-manufacturing firms by 
7:695. Clearly the extraordinary in- 
crease in profits had been achieved by 
slashing operating costs. 

Estimates vary 45 to the profit figure 
for the rest of the year, but'the major in- 
stitutional seers agree on a trend. The 
BoJ estimates that recurring profits for 
all principal companies in the six months 
to September will decline by 4.8%; 
Nikko Research Centre estimates а 
3.3% decline, while Nomura Research 
pects a 4% increase. The 





the March term. Although still 








anticipated flatness in profit perfor- 
mance is largely due to the hi :ost of 
new employees entering in a 
July; as well as the expense of 
ary rises. IA 
But there should be solid recove 
thereafter. For the March term 1982-8 











curring profits and Nomura an 18.1 
crease. The BoJ has not yet relea 
own estimate. k 
e ELECTRONICS companie 
vided the Hitachi and. Mitsubishi 
tric industrial espionage incident. 
72-76] does not blight Japanese ele: 
nics trademarks in the US market) 
mains a volatile and exciting sect 

In the term to last March, electroni 
as an industry registered. а: 14.1% 
crease in recurring profit. The M 
view, which is in the . mainstre 
foresees a 7.3% decline for the indi 
in the September term buta 22.39. 
crease in the term.to next March, thoug 
this estimate was published before th 
Hitachi-Mitsubishi incident. й 

Worth examining closely are the in 
dustries that have been called “structur 
ally- defective". or had extraordin 
losses in recent fiscal periods | 
tiles, chemical (but not petrochei 
and oil industries are. fighting wel 
profitability — all of them having m 
good.or spectacular percentage gai 



















































investments, individual companies 
these fields may be able to trim ope 
ing costs sharply by labour-s: 
technology, including robots. The 
and.ba Japa 


y- тау 
favourable; and some companies w 
able to diversify into rapid-growth 
successfully. The stoc ex 
companies in these in i 
ready discounting the bad new 
yet anticipating the good new 

The overall price/earnings ra 
225 reference stocks) for the Tok 
ket — based on historic carn 
fairly demanding 20- 
pushed up sharply by lov 
sectors such as propert 
non-ferrous : metals. w | 
utilities (8.9), paper and. pu 
communications (9.1) and constru 
(13:8) are much more modest: The ave: 
age equity yield of 1.54% is hardly exc 
ing, too, though as any investment in the 
Tokyo market must be regarded. 
medium-term capital gain and currency 
situation rather than an income play, the 
yield figure is not something tow 
about too much. | B | 

































1121 Sricharatchanya 
gkok: Siam Cement Co. — parent of 
argest industrial conglomerate. in 
ind and the biggest cement and con- 
ction materials manufacturing group 
suthegst Asia — has bought a 30% 
in Firestone Tyre (Thailand), local 
he United States-based tyre man- 
the first move in a broad di- 
lan which includes new vèn- 
sh production, petrochemi- 

| coal mining (in Indonesia). 

deal, finalised on June 22 inan offi- 



































ade Siam Cement the biggest 
gle shareholder in the tyre company 
se name will be changed to Siam Tyre. 
stone, which had maintained a 5595 
eholding, sold an additional 5% last 
to three local banks, thus reducing 
Stake to 20%: i 

represents: the second case in re- 
ears of American investors pulling 
iland. Chase Manhattan Over- 
ing Corp. completely sold out its 
ity stake ina locally incorporated fi- 
e company more than two years аро 
oid. complications with new local- 
ship .rules in May -this year 
EW. Feb. 12). A number of US and 
reign banks | with majority 
holdings in local finance companies 








CIE 


uldoon has imposed a sudden 
gh wage, price and rent freeze on 
ту at a time when his own politi- 
eris going through one of its most 
elling periods. The. 12-month freeze is 
ed at cutting the country's 15% annual 
п rate back to single figures. But 

d the economic desirability of halt- 
wage-price spiral which has grip- 
he New Zealand economy since the 
970s, observers perceive а strong 
cal motivation underlying the latest 













position of the freeze is seen as 
answer to those supporters of 
binet minister Derek Quigley 
nterprise advocate. The effec- 
igley — he wastold by 

either apologise to. 


igues for having "embarrass- - 
g 


| Cement buys into Firestone's һа ‹ 
deal that leaves both parties satisfied 





share-transfer arrangement, haseffec- . 








peratior 


о 


E 


are reportedly in the process of trying to 
either sell out or reduce their stakes in 
order to comply with:the new rules. How- 
ever, while the foreign banking communi- 
ty regards the divestiture requirements as 
a disincentive, most analysts view Fire- 
stone's scaled-down shareholding as an in- 
dividual case pertinent to its global policy, 
and certainly not as a move reflecting any 
loss of confidence in Thailand's future. 
Official. sources told the: REVIEW that 
Siam Cement has paid roughly Baht 100 
(US$4.35) a share, or.10 times the shares’ 
Baht 10 par value, in.a cash transaction 
totalling about Baht 130 million for 1.35 
million shares. The price is thought. rea- 
sonable to both parties: it is relatively high 


compared to.the shares" Baht 70. book. 


value but substantially below the Baht 188 
stockmarket price, which is described as 
artificially high in view of the fact that the 


stock has.not been traded for almost two 


years. With Baht 45 million in registered 
capital, Firestone (Thailand) had total as- 
sets of Baht 621 million at the end of April. 

From Firestone's point of view, the deal 
fits in with the parent company's world- 
wide strategy of scaling down operations 
to free up resources for investment in 
more profitable businesses. A spokesman 
for the local company told the REVIEW: 


uldoon turns Canute - 
and’s premier tries to curb inflation’s tide 
m the waters of a dam controversy 


ed” them by casting doubts on the “Think 
Big” growth strategy, or resign — has 
caused serious dissension within the ruling - 
National Party. 

Muldoon’s answer was the freeze, de- 
signed to bind the party together again 
with tough measures aimed at restoring 
the government's credibility on the 
economic front. And the freeze does give 
him a chance of at last making some pro- 
gress on the economy. Muldoon sweet- 
ened it with a prediction that the budget — 
expected on July 29 — would bring “sub- 
stantial" tax relief. 

The. government has come under in- 
creasing pressure from industry and farm- 
ing groups:in recent weeks. over the infla- 
tion rate and the interest-rate spiral. Asa 
result Muidoon.also announced a simul- 
taneous freeze on interest rates,. di-. 
vidends, di "fees and professional” 


17.5% d 
87.9% {а 













Siam Cement views the situation differ- 
ently. "We are looking. into the longer- 
term future. Although the passenger-car 
market may. grow [slowly], demand. for 
commercial vehicles should expand stead- 
ily since Thailand is still a. developing, 
country," commented a senior company 
executive. Perhaps more important; à 
large stake in the tyre company is in line, 
with the group's long-standing plan to di- 
versify from cement and construction-ma- 
terials-which have been subject to rigid 
price controls in the recent past, into more 
profitable industrial ventures, 


Sors say. agreement was. reached. 
after about six months of negotiations. 
Firestone is. understood 10 have -ap- 
proached. other prospective buyers, in- 
cluding an unidentified Malaysian group 
which reportedly offered a higher price for 
a smaller block of shares, but finally set- 
tled for Siam Cement which appeared best 
qualified because, of. its huge industrial 
base, management. skills and. extensive 
marketing network. 











Despite the change in the shareholding 
structure, with Siam Cement. having the 
biggest say on the company's.new board, 










charges. But just as this is not the first such - 
move he has attempte applied a 
freeze in 1976, two years after a similar at- 
tempt by the.Labour government had 
failed), it is also not the first attempt to 
curb embarrassingly high interest rates. 
On the eve of last year's election, Mul- 
doon introduced controls on lending 
rates. But at the same time. he announced. 
a highly attractive issue of tax free, infla- 
tion-proof bonds. After the election, the 
bonds drew. massive investment funds into 
government coffers and interest rates rose. 




































he 


| groups.as farmers,. 


labour unions. 





urgently. 


there are unlikely to be major policy 
changes: tyre products will continue to 
carry the Firestone trademark through the 
same licensing agreement under an eight- 
year management contract, which is de- 
signed to transfer production technology 
into Thai hands. Siam Cement hopes 
gradually to field its own technical experts 
and eventually to take over operations. 
The Siam Cement group, comprising six 
wholly owned firms and two associates in- 
volved in diesel'engines and paper produc- 
tion, began to consider diversification in 
the aftermath of the first (1974-75) oil 
shock when rigid government price con- 
trols On cement. aggravated bÝ rising pro- 
duction costs, cut heavily into earnings. 
“We realised we had to move away from 


postpone a solution to the problem and in 
the long run aggravate it.” In that docu- 
ment Muldoon told the country the gov- 
ernment was “continuing moves toward a 
more open economy with less regulation, 
licensing and other restraints on innova- 
tion and enterprise.” 


s luck would have it any kudos Mul- 
doon might have gained from his 
economic package dissipated the day after 
its announcement when latest plans for 
the all important second aluminium smelt- 
er collapsed. The №5800 million 
(US$601.5 million) smelter, intended for 
a small harbour settlement outside Dune- 
din, called Aramoana, is backed by New 
Zealand's . largest company, Fletcher 
Challenge; and is part of the country's big- 
project growth strategy. The smelter plan 
has been dogged from the outset with dif- 
ficulties which appeared to come to a head 
in October 1981 when partner Alusuisse 
cast doubts on its viability and withdrew. 
Environmental opposition to the pro- 
ject has also been stiff, but the final factor 
which hit plans for the 210,000-tonne-ca- 
pacity plant was the inability of the gov- 
ernment and the partners to reach agree- 
ment on the price the government would 
charge for electricity from the Clyde dam 
hydroelectric project. 
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areas which are subject to government 
pricing policy in order to maintain growth 
and income," commented a senior com- 
pany planner. As Thailand's oldest indus- 
trial complex, Siam Cement has also tap- 
ped hundreds of competent engineers, 
some of whom are becoming redundant as 
plant automation increases. Since re- 
trenchment does not conform with Thai 
tradition, the company will utilise its ex- 
perienced engineering workforce 10 
widen its industrial base further. 

The need to diversify has taken on 
added urgency in the past two years as 
profitability plunged in line with the 
domestic economic slowdown, in turn a 
product of world recession. The parent 
company’s net profit fell 73.6% from Baht 


French firm Pechiney replaced Alu- 
suisse in March but judging by the results 
of last week's discussions, it pursued a no 
less hard line towards the economics of the 
project. The partners held a final, hour- 
long meeting with Minister of Energy and 
National Development Bill Birch on June 
23. Birch said after the meeting he would 
recommend to the cabinet and a caucus 
meeting that the consortium’s last offer on 
the basic power price was too low. Birch 
said after nearly three years of planning 
for the smelter: “I am disappointed — it 
would have been very good for Otago [in 
New Zealand's South Island] but for New 
Zealand we must be certain there is a rea- 
sonable price for our resources." Birch 
said this would not affect government 
plans for the Clyde high dam — which the 
government has argued was necessary to 
power the smelter. He would not reveal 
the price sought by Pechiney and partners 
or the government's base price, but said 
there was a significant gap between the 
two. The smelter would have employed 
1,000 people with a further 2,000 jobs 
being created by associated industries. 

The Clyde high dam question has been 
another albatross around the govern- 
ment's neck. The High Court refused ap- 
proval for water rights for the dam and the 
government was forced to resort to special 


360 million in 1980 to Baht 95-million last 
year, Consolidated group net profit was 
even worse, down 83.6% from Baht 306 
million to Baht 50 million in the same 
period. The sharp decline in earnings last 
year was attributed to reassessment of 
book-value assets in two loss-riddled 
group companies which produced a 
roughly Baht 165 million actual loss, 
about Baht 60 million in foreign-exchange 
losses as a result of the devaluation last 
July plus higher operating costs and large 
inventories. With a Baht 145 million pre- 
tax profit for the first quarter. ended in 
March, prospects for 1982 are brighter as 
the group rationalises production and 
maintains low inventories. 

Siam Cement is involved in two joint 
ventures — one with Duval Corp. and 
CRA Exploration and the other with 
Amax Exploration — which are awaiting 
final government go-ahead for the explo- 
ration for and eventual development of 
potash deposits in Thailand's northeast. 
Because of the huge demand for potash in 
Asia, officials rule out any conflict of in- 
terest in the two projects. costing roughly 
US$350 million each. 

Pending the announcement of a de- 
finite government policy to promote the 
petrochemical industry, Siam Cement — 
aiming to be the largest shareholder and 
project manager — is drafting plans and 
negotiating with foreign partners to 
launch a high-density polyethylene pro- 
ject. Since the government has not deter- 
mined the price of natural gas — the main 
feedstock — for the industry, details of the 
scheme have yet to be worked out though 
the authorities confirm that it will be a 
small-scale venture designed to serve 
domestic needs. 


empowering legislation to provide the 
water. 

The High Court's refusal to grant water 
rights centred on the government's inabil- 
ity to prove there was a conclusive end- 
user of the electricity to be generated. The 
difficulty for the government is that its 
slim majority will make passage of the em- 
powering legislation difficult — particu- 
larly as one government member, Hamil- 
ton West MP Michael Minogue, has ex- 
pressed stern opposition to the proposed 
legislation. 

The day after the smelter talks col- 
lapsed Muldoon was uncharacteristically 
subdued following an all-day caucus meet- 
ing. He admitted to reporters that mes- 
sages from the caucus were "not entirely 
congratulatory" over the sacking of 
cabinet rebel Quigley and also admitted 
that South Island members were unhappy 
over the collapse of the Aramoana talks. 
But most important, Muldoon conceded 
that a government defeat on the Clyde 
empowering legislation seemed likely as a 
result of Minogue's opposition. This 
would be the government's first defeat in 
parliament. Muldoon said the Minogue 
opposition would remove the govern- 
ment's majority and would make it almost 
inevitable that work on the dam would 
close down. In] 
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Fears of labour unrest intensify in Hongkong following 
the collapse of major toy manufacturer Lion Rock 


By Mary Lee 

- Hongkong: Questions of fraud and cor- 
ruption surround the recent collapse of an 
American-owned toy manufacturing firm, 
one of Hongkong's largest. Lion Rock, 
owned by New York-based Mego Interna- 


_ tional, went into receivership on June 16 


and 1,300 workers who turned up for work 


_ that day found the factory gates closed. 


Lion Rock's fall has stirred concern 


over the level of protection extended by 


present labour legislation when firms are 


— suddenly closed. While the protracted 
— legal process of disposing of assets and 
securing severance wages is under way, 
- workers face hardship. Moreover, the 
—— —wound-up company’s limited liability may 


not cover payments due to workers — a 
matter of concern at a time when business 
is generally slowing and jobs are harder 
to come by. , 

A call has been made by unions and 


М pe groups for an emergency fund to 


set up with contributions from govern- 
ment, employers and workers to help the 


jobless. Fears of similar closures in future 
am 


` sparking labour unrest have intensified as 
Lion Rock workers showed ignorance, 
anger and confusion over the winding-up 
proceedings. 
The closure of the 17-year-old firm, 





badly engineered and the quality’ was not 
up to standard, We lost millions.” The 
company's electronic games factory in 
Taiwan closed earlier this year. 

Since Mego's assets were all in Hong- 
kong, the company took out a mortgage in 
1980 on its two factories and machinery in 
Tuenmun in the New Territories, Gardner 
explained, Five banks — Bank of 
America, Citibank, Continental Illinois 
National Bank and Trust Co. of Chicago, 
European American Bank and Trust Co. 
and Manufacturers Hanover Trust — pro- 
vided a loan of US$22 million to the New 
York parent. 

On April 30, Citibank in Hongkong was 
asked by the five banks in New York to 
apply to the Supreme Court for Lion 


— however, was not caused by a business 
—— slowdown. On the contrary, said Official 
| Receiver John Allen, Lion Rock would 
| have been on its way to a profitable year 
_ “if it had been trading independently." 
— Business ceased because Mego's creditors 
— in the United States (five banks) fore- 
— — closed as a result of alleged separate finan- 
— Cial irregularities in the parent company 
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ion Rock workers await news: ignorance, anger and confusion 





Asked if he felt the New York parent 
had shown disregard for its respon- 
sibilities in Hongkong, Allen said: "It's 
not unusual to see international heads cut 
off their Hongkong arm when it's conve- 
nient to do so." 

Gardner, who said the New York peti- 
tion caught him by surprise, described 
Lion Rock and its 1,300 laid-off workers 
as “victims of this entire saga.” Another 
700-800 outworkers are similarly affected. 
Gardner says the workers will have some 
difficulty finding new jobs. 

It is not clear what bearing Mego's ap- 
plication for protection in the US would 
have on the local hearings to wind up Lion 
Rock. *That's extremely relevant," said 
Allen. Scheduled for July 26, the hearings 
may be brought forward as a result of pres- 
sure from the workers, who are rep- 
resented by the militant Christian Indus- 
trial Committee (CIC) a labour reform 
movement. Lion Rock, however, is fight- 
ing the winding up petition — on the in- 
structions of New York. According to 








— and the local operation, and Mego's ina- ipt 
bility to meet some bank undertakings. 

— . In New York, Mego's president, Martin 
» Abrams, has been indicted on charges of 






Rock's liquidation. Explained Citibank's 
senior vice-president in Hongkong. Kent 
Price: “The financial irregularities in the 


investigation by the Independent Com- 
mission Against Corruption for allegedly 
accepting kickbacks from suppliers of ma- 
terials. The suspected local wrong-doings 


-—* weakened Lion Rock, sources said, but 





the chain of financial problems which 


_ Strangled the company started in New 


York. “Our international business, which 


US and here made the banks uneasy about 
keeping the company afloat, so they de- 
cided it was best to protect their position 
by moving for liquidation.” 


y that time, Mego already owed Lion 
Rock US$4.5 million in unpaid bills, 
Explained Allen, who was appointed pro- 
visional liquidator by the Supreme Court: 
“The money presumably went to their US 


_ iş centred in Hongkong, makes a very 
— healthy profit," Lion Rock's president, 
- Carl Gardner, told the REVIEW, “but 
- everything was spent to save the US oper- 
„ ation.” 
И The problems began about three years 
l Ж ago when Mego, which handles the design 
and marketing of Lion Rock products 
- (mainly plastic toys), decided to manufac- 
_ ture electronic games. “Electronic games 
really destroyed the company," Gardner 
‘said. “They are popular but ours were 


Ё 100 
E 


creditors. The Hongkong operation suf- 
fered as à result." Allen secured from 
Mego à commitment to pay cash so he 
could keep Lion Rock going pending the 
hearing of the winding-up petition, sche- 
duled for July 26. 

Allen said he was forced to close Lion 
Rock on June 16 "because we discovered 
on June 15, from a third source, that Mego 
had filed a petition the day before for 
court protection against creditors (under 
Chapter 11 of the US bankruptcy code) 












| Receiver. locked 


| ing. 
threatened," said Price. Several large sit- 


Price, this resistance is impeding pay- 
ments due to the workers. 

The severance pay bill amounts to more 
than HK$5 million (US$848,896). For- 
tunately, there were sufficient funds in 
Lion Rock's trading account to pay wages 
— totalling HKSI million — up to the day 
the factory closed. There has been tre- 
mendous confusion among the workers 
about the banks' responsibility since the 
closure, with representatives of Citibank, 
the Labour Department and the Official 
in after one meet- 
"My staff were harassed and 
ins in the bank's and Labour Depart- 
ment's premises took placeas well. 

It is unclear whether the sale of floating 
assets — largely merchandise in the 
warehouse — would be sufficient to settle 
the severance pay bill if the court decrees 
that Lion Rock be liquidated. Gardner 
maintains the value of the floating assets 
would not cover the bill, the plant and 
equipment having already been 
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'such a mess, the goods can't be sold." 
The CIC, meanwhile,. 
"tibank to make a HK$5-6 million loan to 
et payments due to the workers. The 
bank, CIC said; could be reimbursed from 

the sale of the floating assets. Citibank, al- 
ready angry over the way its representa- 
were locked in by the CIC and the 
workers, says that before it can reply. to 
'this demand it needs to know the amount 
due to thé workers, whether there will be 
iy legal complications in transferring the 
ferential rights of the workers to the 
` bank, the value of the floating assets and 
when these can be sold. 


is pressuring 


here is litde that can be done under 

„Ж present labour legislation to assist the 

© workers further. The law already gives 
workers preferential rights (after the gov- 
ernment) over a company's floating assets 

| oin the event of liquidation; and entitles an. 
г employee who has worked at least two | 
years in the company 10 two weeks’ sever- 

.. ance pay for every year served. The pro- | 
„Мет, however, is how to ensure that there 
are enough: floating assets to meet the 
company’s commitments. To this end, the 
CIC has proposed that an emergency fund 
be stituted to p protect W workers сач in 





“Our commit- 
argued a toy 
*Itweoperate according to | 
апд, we'd all be out of 


| ment T. revenue surpluses. 
E аге high enough,” 
facturer. ^T 








Ebor: Department, 
explain to workers their 
rights under the law and how to secure 
appears unable to | 
e as potentially volatile a problem as 

| п Rock — the largest re- 


a heir entitlements, 





zi trenchm nt exercise in recent years. 
‘we have one more big closure,” said one 
i ialist, “there will be labour un- | 
; ” The solitary labour relations officer 
` at Tuenmun was reduced to handing out 
claim forms and sticking up a notice on 
Lit ѕ. gates instructing’ workers 
"how to fill these out. 
Representatives of. Citibank, Lion 
: Rock. and various government officials 
-. maintain that the CIC is using the plight of 
2. the workers to advance. its own. cause: - 
“O publicity for its so-called labour reform 
^. proposals; All involved, however, agree 
that the workers’ union representatives 
(from the Hongkong and Kowloon Rub- 
. ber and Plastic Workers General Union 
and the Metal Industry Workers General 
ca Union, both leftwing organisations) wer 
козу in providing help. “The worker 
ed. us, and we had to call the unions,” eb 
СІС director Lau Chin-sek. The reason 
for the unions’ lack of initiative, industry 
“sources say, is that they do not know he 
to handle such cases, particularl 
are ünder instructions [from Pe 
` in view of China's v 




















An uneven road 


Toyo Kogyo, the Japanese manufac- 


turer of Mazda vehicles, has reported 


improved profits for the six months 


ended Apr. 30. But another Japanese | 


vehicle-maker, Isuzu, had a rough pas- 


sage through the same period. Toyo | 
Kogyo's net profit was Y10.7 billion 


(US$41.8 million), up 13.5%, while 
Isuzü's fell to ¥2.6 billion, down 33%. 


Although both companies sold less in | 


unit terms, sales measured by value rose 
1.5% to ¥590 billion for Toyo Kogyo 
and 5% to Y 366.8 billion for Isuzu. Con- 


tributing to Toyo Kogyo's sales were | 


strong exports ofthe high-priced Mazda 
929 and brisk domestic sales of the 
Familia: Isuzu was helped by deals under 
which it supplied engines and other com- 


ponents to General. Motors. But the | 


main line — trucks — fared poorly. 
‘Toyo Kogyo attributed its profit rise 
to the yen's depreciation and cost reduc- 


tions. Isuzu citéd the interest burden | 
| spectively over previous devel 


arising from spending for research and 
development and equipment investment 
as a major factor behind its decline. For 
the current secohd half, Toyo Kogyo ex- 
pects Y600 billion in sales through in- 
creased turnover in Southeast Asia and 
Australia. Isuzu predicts Y 770 billion in 
sales for the full year. It anticipates a 
pickup in di. and truck exports. 


—KAZUMI MIYAZAWA | 





Japanése electroni c ТИТИР Sony 
has reported a decreased profit on in- 


creased sales in thë six months ended | 
| an extraordinary gain of S$14. 


Apr. 30. Net;profit was ¥32.3 billion 
(US$131 million), down 6.3% compared 


with the same period. a year ago, while | 
sales. rose 7% to- 3545.8 billion. The Lr 


f company was affected by a heavier in- 
terest burden as its overseas inventory, 
mainly of audio equipment, increased 
due to dull demand. worldwide. But 
overseas sales‘ advanced 16%, even as 
domestic sales fell. back 11%. Video 
equipment did well, sales increasing 
3895, but sales of TV sets and: audio 
hardware were down 7%.and 1596. re- 
spectively. For the current six months, 
the company expects an improvement in 
profits arising from the depreciation of 
| the yen... — KAZUMI MIYAZAWA 


Nippon Gakki falls back 


| Nippon Gakki, the world's largest man- 
- ufacturer of musical. instruments, suf- 
fered a 196% decline in net profit to 
¥5.6 billion (US$21.9 million) in the 





¥346.2 billion. Dull demand for profita- 
ble-pianos and the Electone, an elec- 
1 tronic Keyboard instrument, led to sales 
s.of 4.5% and 9% respectively. 
: introduced — portable 
key oards were in demand, with 700,000 
` units sold compared to 120, 000 units the- 












-year to Apr. 30. But sales were up 5% to | 



















previous: year. ^ 
cost of promoting 
was the main cause o 
downturn. In the current y 
pany predicts sales will re 
billion in the face of continuing poor d 
mand for pianos and the Electone“ 
— A CORRESPONDENT 


One up, three down 


Al but one of four Philippine tex 
manufacturers performed. poorly 
1981. Iridustrial Textile Manufact 
moved to a net loss of P7.9 т 
(US$931,000) in 1981.from a net pr 
P3 million in 1980; Ramie Textile 
net loss of P 12.5 million from a ne 
fitof P4.3 million, and Universal T 
Mills to a. net loss of P3. I milli 
net profit of P1.7 million. Bigg 
were more than offset by high ope 
costs and loan repayments and int 
On the other hand, General Tex 










































































shouldered a relatively lighter deb 
vice load and managed to cut doi 
operating costs. |o LEO GON 


F and N gains 


Singapore-based soft. drinks. 
turer. Prase and Neave (F and. 
$3 


lion (USI 
ended Mar. 
previous financial 
charges, however brough 
profit down to: S$19.9 
$$20.4 million last yea 


compared to S$5.6 million t 
year; profits available for appropr 
rose 33% to S$34.7 million from | 
million. Group turnover, meanw’ 
rose 10.2% to $$225.6 million 
S$204.7 million, F and N said it b 
fited from- soft-drink price rises: 
lower raw materials costs, which alme 
doubled its trading profit to S$18. 
lion for the year. : 
Turnover, and: «profitability: 
Malayan Breweries, 38% owned 
F and N. however, fell owing to 
verse" trading conditions in Papu; 
Guinea, where it owns 8096 of a bi 
called S P Holdings Ltd, whic! 
losses. Other associated comp: 
suffered losses leading:to a low 
ment income for the: group. Mı 
Breweries' pre-tax profit at $$16.2 
lion was 26% lower than the 
year. After-tax profit was S$8. 3 mil 
compared with $$12.5 million рге 
ously. However, extraordinary pro! 
including. surpluses from the sal 
Malayan. Breweries’ 50% stake 
Leopard Breweries and its stake in'$ 
Breweries pushed. profits availabli 
appropriation to §$21.7 million: {топ 
S$13 million. — FRIEDA Kt 
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Middling to poor 
Соте major Asian markets showed а 
# measure of recovery in the period to 
— June 28 with Japan bouncing 1.6% higher, 

| but elsewhere gains were unimpressive 
.. and uncertainty remained. The stars were 
Taipei and Seoul, both responding en- 
E. thusiastically to government support. 


Showing confidence in the government's 
business stimulation measures, the mar- 
et reacted broadly and positively with the 
posite share price index jumping by 
unprecedented 9.4 points in a single 
(June 28) to close the period at 171.3. 
. Analysts expect the buoyant mood to con- 
_ tinue for some time. Absence of sellers 
_ kept trading to just 2 million issues on 
` June 28, the lowest for the year. On the 
ime day, 215 issues rose to the limits per- 
mitted in a single day while gainers outran 


market was bullish for the second 
Straight period following steps taken by 


ume traded fell 
(US$14.8 million). 


Manila 


turnover contracted 














Misu Ава Estate 629 02 326 
Mitsu жогу 351 -03 206 
NoponN.C R 509 +32 227 
Nippon Hodo 780 +26 né 
Nepon Ou 890 +22 994 
Nippon Steet 140 +22 164 
Nomura Securibes. 4\5 +02 143 
NYK 25r - 38 
Otympus. 922 +30 207 
Pioneer 1510 +07 109 
Ricoh 469 +04 173 
Sanso Steamship 214 532 Tia 
Sankyo Pharm 686 *30 1791 
Sanwa Bare. 500 - 37 
Serisi Protab Homes 696 +16 164 
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Fraser's Industrial Index 
June 22 4,039.61 
June 23 4,017.11 
June 24 4,039.60 
June 25 4,078.15 
June 28 4,044.35 
Change on week +0.72% 
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the Finance Ministry in mid-June to stimu- 
late market activity; Renewed talk of 
opening the market to foreign investors 
also fuelled investors' interest. Construc- 
tion, electrical machinery and plastics 
issues led the advance, the last because of 
recent government action taken to protect 
the petrochemicals industry from imports. 
The average weighted price index surged 
13 points to close at 467.11. Average vol- 
to NT$576. million 


Better news about overseas metals halted 
a succession of declines among mines. The 
market may have taken note, too, of the con- 
tinuing confidence of foreign banks in two 
major miners, Atlas Consolidated and 
Marinduque Mining, which just secured 
fresh lines despite prospects of bigger 
losses unless metals prices improve sig- 
nificantly. With just one block sale of 
high-priced Central Azucarera, value 
to 
(US$2.3 million). only a little more than 


half the total of the preceding period when 
block selling of shares of the sugar miller 


was a daily occurrence. However, sus- 
tained interest in low-priced oils expanded 
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SINGAPORE & MALAYSIA 


volume turnover to 992,6 million shares, 
even though the city bourse had only four 
trading days (June 24 was a holiday in 


The market was shaken by the Hitachi- 
Mitsubishi Electric industrial espionage 
incident. Hitachi shares in particular took 
a nosedive. The negative atmosphere also 
affected Nippon Electric. Co. whose 
shares were sold down. The market had 
been firming last week given the relative 
stability of the yen, and on June 28 the 
Nikkei-Dow Jones Average closed at 
7,204.2, up more than 100 points for the 
period. Pharmaceuticals; led the market 
but there may be a limit to their advance 
and attention may return to smaller, 
speculative shares. 


Bangkok 


Interest continued to focus on Mah Boon- 
krong Drying and Silo which fluctuated 
sharply in heavy volume on speculation 
throughout the period. Prices in general 
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closed marginally lower despite firmness 
at the bank and cement boards. Average 
daily turnover was Baht 8.5 million 
(US$368,700) while the Book Club Index 
shed 0.01 points to close at 92.6. 


Hongkong 


Despite a decline on the final day the mar- 
ket closed the four-day period (June 25 
was a holiday) fractionally ahead. The 
Hang Seng Index meandered in a narrow 
range throughout the period, technical re- 
coveries followed by technical corrections 
in a continuing atmosphere of concern 
about the United States economy and in- 
ternational interest rates. Institutions 
stayed on the sidelines and among reasons 
for low turnover was mid-year book- 
squaring. 


Singapore 


Market indices remained nearly level, 
though the period must be counted as the 
sixth consecutive session of chronic weak- 
ness. Brokers and analysts are now look- 
ing for the bottom, with some predicting 
the 650 level on the Straits Times Indus- 
trial Index as the point where support will 
return; the unweighted index lost 1.29 
points, ending at 696.69. The weighted 
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NEW ZEALAND 


Fraser's Industrial Index finished on June 
28 at 4,044.35, a marginal gain of 28.8 over 
the previous period’s close. Daily volume 
remained well below 5 million shares 
throughout the period, dipping to 2.73 
million in the final session. A number of 
local brokers are now said to be living on 
reserves. 


Kuala Lumpur 


The market eased for the seventh period 
in a row, though the fall was gentler than 
in the first three weeks of June. Fraser's 
Industrial Index closed 11.2 points down 
at 2,409.89, another low for 1982. Trading 
followed a similar pattern to the previous 
period, with a mild recovery followed by a 
steep drop on June 28. Turnover shrank 
again from 16.6 to just 13.8 million units, 
with total value down more than M$10 
million (US$4.2 million) at M$41.4 mil- 
lion, reflecting overall lack of buying in- 
terest. 


Australia 


The market recovered some bounce but 
the overall trend remains downwards, 
analysts said. Fears of continuing high 
American interest rates are keeping the 
bulls on a tight leash. The Australian All- 
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Ordinaries Index closed at 465.4 points, 
an advance of 3.1. It started and finished 
the period weak, but in between benefited, 
from a technical rally. On June 24 and 25. 
respectively, the index pulled ahead by 6.8 
and 1.6 points, with miners leading the ad- 
vance. But the rally was not sustained. 


New Zealand 


A freeze on wages, prices and dividends 
and controls on interest rates — all aimed 
at curtailing inflation — were imposed at 
midnight on June 22 and the stockmar- 
ket's immediate concern was with the ef- 
fects on the many stocks still cum-di- 
vidend and cum-bonus. Nervous selling 
pushed prices down on very low volume 
initially, but cautious buying support. 
turned the market upwards by the end of 
the period on the view that lower interest 
rates made equities relatively attractive. 
With the budget still expected to contain 
major measures, uncertainty seems likely 
to rule the market for the next few weeks. 


MANILA 





Anselmo Tniudad & Co Thadand Book Club Fr 
nance and Secuntes Co New Zeatam Renou! 
4Co 


USS Rmh 1.9417 HKS =AmD 0.3224 
US$-«RoubleD74. —.- 
USS-Kip 10.00 
US$ Dong9.09 


: uai Perera Ра East Lid c Банком saling rates and offcar 
Tates when available on the Hongkong market. Reuter for spot 
ad RUE Fates trom local anit wtematonat maris 


COMMODITIES 


Buying ond вонед retis био evilabto Jump 255 3 Fixed-interest bonds. 
ЕШ 8%, April B4 "B3. 
£IBB-U/4*&, Ар WT > 
C. Hon (HK) 8-1/8% Dec B4 Š 
15-259. ` К f 75. ч ^ -БюсОетал 11-14% May до 27 
5035 ЯА : Керре 9% Aug: B : 
К : . 3 Фф —^ustalaB-U 92 
E British Col Mn 17% BS 
7010—7.020 5.290-8.300 d i А : = 
1590 1498 i Citicorp 16-34% 86 
CIBC 16-54% 91 
mos 29:15 4 à СНА 15-174% 96. 
303.50—304.00 305.50—306.50. b с 4 EDF 11-14% Ж 


69.90—70.15 


50.30—51.30 46.50-47.60 


915—918 851—852 
948—955 


905—8:0 — |  81000—817.50 
806—810 


ias d 3 : p я? i 

р j Š TE 
WEE | mee mew ee E 
Word Sank 16% 88. 

34150 — ;338.50-339.00 А 
358.00-—396:25 A ne 
619.50--620.50 630.50--632.00 634. ; н еи ар ponn ETE 
a = : $ Bank of Tokyo 15% Nov. B4 
95 


268.50—-268.75 273.75—274:00 . |] вае 

28725 © BOT 89 

3 E ; Martian 94 У 
29% A 290 , Oftstiore Mining 91 


42) M$akio.. (3) USSanoz ^ (4 UScalb с. (5) pence akilo ` {6j Мба юла юп (7) USe a 6018 bushel 
f8). USS a tonne (10) Meakio > i Scarce: Reuter Source. Биртоп roter and оде Peabody BC 





"a А Y А usso. ; : 9926200 
s (pec) d { > (Mar) : EET н ; s 


(Feb.-Aprili к E : 4 ds ' (jan Mar; - З : 2 Mar. (Mar :May) 
-HK$3205m y Я à RE m s US$7599m- USF 
—HK$5,715m i$3.860 1m é m] : 572m | 2095: К твт тетет 


HK$28,711m st 1960 3m- Ë А В È 4 
10.95% А ЭЕ х 06% a Ў ^20. i Я Ў л , К BAS, 
orf dots FEST 8 ê KGET 418.47% : HE : 25. : +37% 


+046% А x = NABI 7241 ў Я 1 EUN 
512208. : so -835% : P "E 2n LOS 


1976-100 * Ў № 1976-100 976100 
101 А 0 Ла. 268.2 ` 
Мап Mar} 
45% 


{Mar -Mayi 
+0.88% 
+5.65% 








Peace of mind 


Peace of mind is knowing you don't haveto worry 
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he grand old lady of the Hongkong 
hotel industry died on June 24. The 
62-year-old Repulse Bay Hotel finally 
succumbed to a long-delayed condition 
of property developitis. 

The hotel's owners, Hongkong and 
Shanghai Hotels Ltd (the Peninsula 
group), could no longer ignore the finan- 
cial logic of redeveloping the plum site 
on the "Riviera" of southern Hongkong 
Island. The decision to demolish Hong- 
kong's oldest hotel and one of the terri- 
tory's most attractive historical monu- 
ments was a hard one for the long-estab- 
lished hotel company, with which the 
Kadoorie family has long been closely 
associated. 

One man who felt an unusually strong 


personal conflict of interests over the de- | 


cision was J. G. (Tony) Oliver, the com- 
pany's general manager. He had lived in 
the Repulse Bay Hotel since he took up 
his corporate executive 
post in November 1960. 
Three weeks before de- 
molition was to begin on 
July 1, and two weeks be- 
fore he had to clear out his 
second-floor apartment, 
Oliver calmly awaited his 
relocation to a company- 
rented flat in the less 
romantic Mid-Levels dis- 
trict of central Hongkong. 

"I haven't really felt the 
wrench yet," the English 
chartered accountant ad- 
mitted. "But changing 
one's home after such a 
long time — ['ve been in 
this two-room apartment 
since April 1961 — does 
inevitably stir up one's 
memories." 

When he first arrived in 
Hongkong at the end of the 1950s to 
work for an accounting firm, the 84- 
room hotel was one of Hongkong's top 
three (on a social par with the Glouces- 
ter and Hongkong and Shanghai Hotels' 
Peninsula, even if it lacked their physical 
scale). Having indicated his willingness 
to work for the hotel company while au- 
diting its books, Oliver stepped into the 
retiring company secretary's shoes. 

"Repulse Bay itself still had enormous 
charm in 1960, even though the bay's 
beach was no longer the fashionable 
place it had been after 1949. At that time 
Shanghainese families in particular 
would rent summertime cabanas at the 
old Lido there, which we used to run," 
he said. 

"Twenty years ago sunbathing and 
swimming weren't popular activities 
with the Chinese — one might see only a 
couple of hundred people at weekends, 
resting under the banyan trees," Oliver 
said. The change has been dramatic. 
The record reported attendance one 
Sunday at Repulse Bay was a phe- 
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Steps up to grandeur: a sad farewell 





nomenal 300,000 two years ago. 

When the hotel officially opened on 
January 1, 1920, the road to it was new 
— and built only to satisfy the hotel com- 
pany's pressures. The hotel's first wing, 
the east wing, had been built five years 
before, but guests had to travel by sedan 
chair (and briefly via seaplanes that op- 
erated a Repulse Bay-Macau service). 
The beach road, partially maintained by 
the company, eventually had its own 
company-run bus service. 

Originally conceived as a resort-style 
annexe for the residents of the com- 
pany's old Hongkong Hotel (in Central 
district), the Repulse Bay Hotel soon at- 
tracted local interest. Its “The Dan- 
sants" in the 3,500-sq. ft ballroom-dining 
room were major social events. Like any 
modern hotel complex it acted as a mag- 
net, inspiring property development in 
the area (though it was to be many years 





before the authorities extended a sur- 
faced road round to Stanley). 

The hotel's wartime role is legendary: 
Canadian troops rolled grenades down 
its corridors in December 1941, success- 
fully destroying Japanese gun positions, 
before the Allied defenders' final retreat 
to Stanley. The grand old lady became a 
convalescent home for Japanese troops. 
B: glamour was restored after the 

war — for a while. The flight of stone 
steps, with their Italianate fountain, led 
to a hotelier's thing of beauty, set in mas- 
sive (for Hongkong) manicured gardens. 
An expanse of vegetable and flower gar- 
dens and extensive staff quarters gave 
the hotel some self-sufficiency. 

In 1973 the “New Wing" (built in 
1925) was the first victim of developitis 
— company-owned high-rise apartments 
added a new backdrop to the now- 
crowded bay. The original 32-room 
hotel, dwarfed by neighbours, could not 
survive. 

"The Kadoories very much wanted to 





















keep her," Oliver 
stressed. “They've 
always felt that if 
everyone in town 
went into proper- 
ty development, 
there'd be nothing 
left. But they had 
to balance their re- 


sponsibility to 
their shareholders with their sense of 
social responsibility. | Considerable 


effort was expended in investigating 
ways of redeveloping the site while 


| maintaining the hotel largely in its exist- 


ing form." 

(Prominent among those shareholders 
are of course the Kadoories themselves. 
Other board members who regard the 
rights of shareholders as overriding so- 
cial considerations include Sir Yuet- 
keung Kan, CBE, previously the senior 

—, unofficial member of the 
| Executive and Legislative 
| councils and Sir Albert 
Rodrigues, CBE, 
Chevalier de la Legion 
d'honneur, another for- 
merly prominent unoffi- 
cial councillor. Last year 
the company made profits 
[excluding extraordinary 
items] of HK$134 million 
[US$22.48 million] on 
turnover of HK$306 mil- 
lion and net assets of 
HK$329 million. The de- 
mise of the Repulse Bay 
Hotel is in contrast with 
the efforts in Singapore to 
save the Raffles Hotel by 
incorporating it in a large 
development.) 

The hotel was reputedly 
earning about HK$2 mil- 
lion annually; the projected three 50- 
storey residential towers that will re- 
place it could earn the company 50 times 
that. The current property recession in 
Hongkong has helped the company 
strike while the economic iron is cool. 

According to Oliver, the Hongkong 
Government's premium for changing 
the land's usage is HK$257 million. "It 
came down from HK$705 million last 
summer! But of course if we'd had to buy 
the land now it might be a different story 
— we paid less than HK$1 per sq. ft be- 
fore World War I!" 

Winter fondues in the oak-panelled 
reading room, verandah barbecues or 
lazy summer soirees will be fading 
memories soon. The bay will be even 
more densely walled with apartment 
buildings. A new bus terminal will con- 
firm the bay as Hongkong Island's major 
public beach. Oliver, like Hongkong, 
weighs nostalgia in the balance with 
economic sense, and regretfully agrees 
that nostalgia does not pay. 

— A CORRESPONDENT 
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LETTERS 
А case eroded 


I was shocked to see the same old argu- 
ments on deforestation trotted out yet 
again [Letter from Bangkok, REVIEW, 
May 28] and attributed to a report by the 
United Nations Economic and Social 
Commission for Asia and the Pacific. The 
report was quoted as blaming the siltation 
of rivers, intensified seasonal flooding and 
water shortages in the dry seasons on de- 
forestation. Among the “main causes of 
vanishing forests in Asia" you listed first 
"the practice of slash-and-burn shifting 
cultivation by hill people." Rather than 
arguing a case, I have assembled some 
quotations which may impress upon your 
readership more forcibly the dubious and 
misleading nature of these assump- 
tions. 

» On the relationship between shifting 
cultivation (swidden) and erosion: 

"The permanent damage which the hill 
people allegedly do by their present sys- 
tem of shifting cultivation has been greatly 
exaggerated in several previous reports. 
Signs of erosion in the hills are minimal in- 
deed and the secondary forest regenerates 
usually very quickly . The land under 
cultivation is only a small proportion of 
the total forest area in the hills of North- 
ern Thailand." (Report on the Socio- 
Economic Survey of Hill Tribes in North- 
ern Thailand, Public Welfare Depart- 
ment; Bangkok, 1966.) 

In addition to this, W. R. Geddes (The 
Hill Tribes of Thailand, Seato Record IV 
6, 1965, and Opium and the Miao: A 
Study in Ecological Adjustment, Oceania 
XLI 1, 1970), who was employed to estab- 
lish the Tribal Research Centre in north- 
ern Thailand in the 1960s, wrote of swid- 
den agriculture that “in Thailand there is 
little evidence that it produces erosion" 
and was to repeat his view in 1970. E. Van 
Roy (1971) claimed that grassland was as 
efficient as forestry in maintaining the 
functions of watersheds. A UN survey of 
1967 discovered "no lasting deterioration" 
as a result of shifting cultivation. 

Further, *. . . annually only about 1% of 
the highlands and only 3% of the uplands 
are planted with swidden crops. As it is 
only the planted area that causes an in- 
creased erosion and run off, the contribu- 
tion of swidden agriculture to total erosion 
is probably small." (Van der Meer, Rural 
Development in Northern Thailand, 
Groningen University, 1981.) 

» On the relationship between erosion 
and deforestation: 

After an article on the negative aspects 
of hill farming was published in the 
Bangkok Post in August 1978, one scho- 
lar wrote to the editor that "there is abso- 
lutely no scientific backing for the popular 
belief that the cutting of forests causes ‘the 
dry-up of watersheds’ and ‘drought for the 
rest of the country'." He quoted the re- 
sults of several paired-catchment experi- 
ments around the world to show that there 
is less water coming out of a forested 
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tsart University (Bangkok) indicate 
hat excess surface гип off from grass (fal- 
ows or exhausted lands) occurs mainly in 

¢ early wet season when water is most 
ceded by lowlanders for irrigation, but 


believed to,“cause floods . 


ods comes mostly from 
(Gar Yia Lee, The Effects 


m P the White Hmong, unpub- 
shed PhD thesis, Sydney, 1981). 
Also, “there is a popular belief that de- 
station leads to climatic changes and 
ssibly even result in desertifica- 
wever, research over many places 
the. world on this topic suggests that 
're is no substantial relation. Deforesta- 
ion will certainly lead to some changes in 
> micro-climate. But there is no reason 
10 expect that the climate in Thailand will 
ange because of past or future defores- 
ation" (Van der Meer, 1981). 
‚> On the involvement of non-hill 
peoples in these problems: 
Sy... Itis likely that the exploitation of 
wet rice fields along streams and major 
rivers by lowland Thai farmers is equally 
responsible for the silting up and pollution 
of waterways and fish catchments lower 


Media under fire 


nl this year five reporters were impris- 
d assaulted ane) the Palestine Liber- 


thorities have just reported 
that 1,000 civilians were killed during ud 
rael's adva 


n. T rut- based media i in my opin: 
n gross 
porting them as 10-20, i PE because 


the battlefield. 
st between the media's sup- 
іп correct resistance to- 
ian aggression and Israel's 
efence of its citizens reeks of 
. Moreover, the Israelis are 


|. by Lebanese Christians. 


з from thee 
construction 


Chiang Mai 


aggerated civilian casualties | 


s originate for the major part 
ion caused by roads and road 

and mining, especially tin 
mining. The proof for this is that only in 
catchments where roads or mines are 
situated; the mountain streams are silted 


ир.” (Van Diepen and Gibson, Land-Use 


Survey Report, unpublished mimeo- 
graph; Northern Region Agricultural 
Development Centre, 1976.) 

This is only a very small selection of the 
large and technical literature on the sub- 
ject, arguing that deforestation does not 
necessarily lead to erosion, floods and 
drought; that shifting cultivation is not the 
major cause of deforestation or erosion, 
and that hill people are not the predomin- 
ant practitioners of shifting cultivation. 

The equation of hill people with shifting 
cultivation, shifting cultivation with de- 
forestation and deforestation with ero- 
sion, floods and drought remains contro- 
versial and has been criticised time and 
time again. To present this equation as 
fact, therefore, whether in the REVIEW or 
an Éscap report, can only perpetuate pre- 
judices. which are harmful to the hill 
people. 

NICHOLAS TAPP 


Syria and the PLO, make Israel's victory 
as important as the British defeat of the 
Argentinian dictatorship: 
Sandringham, Britain 


- | People ver: 


IAN FARROW 


Recent United States снова urging Japan | 


to make greater efforts to improve its 
defence capabilities in Japanese territory 
and in its surrounding sea ánd air space 


have taken new perspectives — those of 


economic arm-twisting and US-encour- 


aged pressures from neighbouring coun- 


tries such as the Philippines. 


The significant opposition of the Japan- | 
ese people to such calls for militarisation 
‘| should serve notice to the Philippines, 


which similarly harbours the US 7th Fleet 


| ‘and the 13th Air Force, on the following 


grounds: 
» Nothing attracts arms more than 
arms. The Japanese know that a renewed 


military posture in the Pacific could pro- 


voke Soviet and Chinese aggression. The 


last thing they want is a nuclear war fought 


within their grounds. To the Filipinos, it 
hould be clear that the strategic value of 
the Subic Bay naval base and Clark air 


base is. only for the Americans. Everyone 


knows that a superpower confrontation is 


| inevitable, and.the last thing these powers 
want is that it be fought within their own 


rounds. (Remember that по war has 


been fought in the US since the American 


ivil war more than a century ago.) One 
therefore asks: Would the: Philippines 


“have been devastated and thousands of 


lives sacrificed during World War H if the 


| US bases had not been there:a as an attrac- 
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$ The Asian. Development Bank is an international development finance institution paced lanila, Philippines 
` and established for the purpose of lending funds, promoting investment and providing technical assistance to develop- 


ing countries, and generally, for fostering economic growth in the Asian region. Its membership comprises oe 
countries, thirty-one of which are from the Asian region and fourteen from Western Europe and North America. 









The Bank offers challenging opportunities to highly qualified and experienced professionals who seek employ- 
ent; on a career or fixed- term basis and applications are invited for the following positions: EROR 


“PROJECT ENGINEER (Electric Power, Highways, Irrigation, Mining, Ports) » 

Identification, preparation, appraisal and evaluation of technical and economic viability of loans and tech- EE 

` nical assistance projects: determination of project feasibility including input-output analysis of proposed 
engineering systems; loan administration, including supervision of project T by executing 
agencies. i р 











FINANCIAL ANALYST/PROJECT ECONOMIST (Agriculture, Social Infrastructure, Demography, | 
^ Fisheries and Livestock, Aporte. Highways, 

“Ports and Water Supply) E 

identifi cation, fBneparaiion appraisal and evaluation of financial/economic viability 


pects of loans ‘and technical assistance projects. - 
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identification of problems in the energy s 
solve the subject problems. Primary work 
. ventional energy. resources, energy sect 


COMPUTER SYSTEMS SPECIALISTS Be 
- The Bank has install ed: an IBM 4331 system with DOS/VSE, CICS and ADABAS/NATURAL DBM: 
“ware. ~ : 





SYSTEMS PROGRAMMERS: Experiéhcé in Wystem genêration, ih à and: аййӨнөнде; assembler 
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. DATA ‘COMMUNICATION SOFTWARE SPECIALIST: Designing and prog ming or data communi- 
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ing applications in a data base and on-line environment. Knowledge of COBOL and FORTRAN progran 
ming languages essential; knowledge of DBMS and related query languages, and Sipctures desi 
niques an advantage. 
SYSTEMS ANALYST (WORD PROCESSING): Detailed knowledge of and experie ein Office. iuto s 
tion techniques, word processing systems, procedures and operations. Data: processing bid cun. за. 
experience in on-line systems design and programming are essential; knowledge, of. DBMS will 
“vantage... i 
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Weapons are destructive an Austin, Texas _ 
they displace much-needed funds for so- 

cial welfare. To the Filipinos, not only do 
large military expenses displace vital re- | 
sources for meeting daily human needs, 
they give only an illusion of security. The 
huge military budget goes not to protec- 
tion: against external aggression but to the 
suppression of genuine grievances among: 
the Muslims in the south and starving 
Filipinos in Samar and elsewhere. Thus it 
weakens the country in two ways — inter- 

y, by suppressing elements of social 
e and by displacing funds that could 
sed'for education and social program- 

1 and externally, by creating a false- 
sense of security against external aggres- 















> "The Japanese decision i is consistent | 
with anti-nuclear and pro-disarmament | 
sentiment in Western Europe. The Philip- 
pines, as well as other Asean. members, |. 
should take the initiative to declare the re- 
gion a zone of реасе, prosperity. and neu 
trality, f 

а conclusion, the basic: question t 
arises is: are the US bases in Japan and the. 
Philippines to the benefit of J apanes 
Filipino welfare? If not, then Filipinos 
should support the e resistance to 





























a career or fixed-term basis. | 





Applications are. invited for the лы staff positions: 
3 EDUCATION SPECIALIST 


'CO-FINANCING OFFICER 

: ‘Coordination of the Bank's co-financing activities with com- 
©... mercial and export credit sources; maintenance of regular 
сома with these sources; participation in annual and 
a Multi-year. co-financing programs; ündertaking or par- 
, 'ticipating in consultations with borrowers on ‘co-financing 
"matters; advising and assisting in arranging appropriate co- 

г „financing packages relating to individual. projects. 
‘Candidates must have an advanced degree in economics 
гог business administration and a minimum of ten years ex- 
7 periencein international banking and/or export credit fields. 
‚ Мок experience in syndication of commercial loans and/or 
arranging export credit facility (preferably i in the Asian reg- 

ion) would be advantageous. . 








` Attractive salaries, normally, free of tax, and онен fringe benefits are offered to successful candidates. Staff 
will be based in the Philippines but the positions involve extensive international travel. 
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Dangerous tilt 
Mohan Ram states in Righting the balance 
[REVIEW, June 18] that it was the Janata 
government which shifted the “pro-Soviet 
tilt" in India's non-alignment when it as- 
sumed power іп 1977. Yet paradoxically, | 
clandestinely before 1977 India was fol- 
lowing a pro-United States policy. 

For example, as early as 1959 the then 
prime minister, Jawaharlal Nehru, au- 
thorised CIA. operations on the Indo- 
Tibetan border. 

` In 1967, Prime Minister Indira Gandhi 
allegedly signed a secret agreement with 
| the CIA, without her cabinet’s approval, 
allowing the agency to set up electronic in- 
struments atop Nanda Devi's summit to 
monitor Chinese nuclear tests. 

Further, in 1971, during the Bangladesh. 
war, under then US national security ad- 
viser Henry Kissinger's supervision, the |. 
US 7th Fleet was ordered into.the Bay of 
Bengal to put indirect pressure on India 
Mot to attack Pakistan. This was a flagrant. 
act of war, yet in 1974 India invited Kis- 
singerto the соңайу апа gave! him the red- 
carpet treatment, | 


TENTS 
“ASIAN DEVELOPMENT BANK - 


The Asian Development Bank is an international development finance. institution based in Manila, Phili lippines and es- Ў 
tablished for the purpose of lending funds, promoting investment and providing technical assistance to developing countries, 
` vand generally, for fostering economic growth in the Asian region. Its membership comprises forty- ‘five countries, thirty-one of 
which are from the Asian region and fourteen from Western Europe and North America. ; 


The Bank offers challenging opportunis to highly qualified and experienced professionals who seek emp бүтөт оп 


гіп the education sector in developing member countries of the Bank; `` 


related. subjects and over ten years practical experience in planning; = 










for India to realise that a tilt towards a 
опе of the superpowers is a tilt lowa) 
self-destruction. . 
Bombay 


Honest tribute 
When emptying my safe-deposit box: 
the Manila Mandarin last October I: 
ed an envelope containing some money, 
it was at the back of the Бох, Г beca 
aware of this at Manila International A 
port when I opened my briefcase to pay a 
the duty-free shop. However, 1 felt it w 
futile to ask the hotel because, f 
speaking, I thought the money wa 
certainly in someone's pocket by 
time. So I gave-up. 
Two or three weeks later, after comi 
<back to Japan. to my great: surprise 
informed through our representative 
the Philippines that the envelope had b 
found. It was handed to me wher 
into the Mandarin again in April, 
tained the correct amount of XI 
(about US$500). 
Thanks a lot. to Beth, the h 
-ployee who found it, and to the | 
_ ment of the Mandarin. ae 
Osaka TÎ 
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Studies and evaluation of education systems, policies and programs ^. 


evaluation of education projects (including priority, justification, and = 
technical aspects such as curriculum development, teacher training, + 

etc.; Assessment of institutional arrangements for education planning 
including administration of education development projects and train. 
ing programs; preparation of reports dealing with technical, financial, = 
and economic aspects of education projects for presentation tothe Bank. 
Candidates must have a post graduate degree in education or other 


and/or administration in the field of education. This should include ex-. 
perience in educational planning and management with an agency re- 
sponsible for education development in developing countries. 
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Trade between Asia and the Middle we have probably one of the best teams 


East is nothing new, but itis growing in Arab Banking involved in Asia. Our 
rapidly, spurred by strong Arab capital Asian currency trading desk is a 


markets and the emergence of Asia as recognised market maker in leading 
one of the world's fastest-growing Asian convertible currencies. 
regions. n We also support business in Asia at 
Arab Asian Bank was created to every level: financial advice and 
provide complete and professional 


management, capital re-structuring, 
banking for this specialised market. amalgamations, take-overs, 
We nurture Asia's regional traders = sian mergers and acquisitions, ` 
with export/import finance, together with equity and debt 
eurocurrency lending, market appraisals issues, and trade and project finance 
and introductions, joint ventures, foreign Ba Our headquarters are in the heart of 
exchange and money market operations, апі Bahrain's banking district We have an 
bid and performance bonds, advance operating base in Hong Kong with 
payment guarantees, and much strong affiliations with 





more. With the in-depth ни pM lerem eee Е banking institutions 
experience of our executives [LEE TRO а "|| Aslan Economies nde in Kuala Lumpur, Kuwait, 
3 and senior bankers, and our | Me BIS S || E M Saudi Arabia and London. 
E access to the latest amo XM 1 We are the Arab banque 
Р technology and techniques, “| Ee wer i A d'affaires with roots in Asia. 
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Arab Asian Banke.c. 


Address: Diplomat Tower, PO Box 5619, Bahrain. Tel: 233129. Telex: 8583. ABMAL Arab Asian Internationa! Limited, 1003 Admiralty, Tower 0, 18 Harcourt Road, Hong Kong. Tel: 5-290760 Telex: 62423. 
Group assets: US$ 1.2 billion. 








JULY 9, 1982 e FAR EASTERN ECONOMIC REVIEM 


FAR EASTERN gi ECONOMIC 


Vol. 117 No. 28 


As Thailand faces constitutional changes after the sche- 
duled 1983 general election, Prime Minister Prem Tin- 
sulanond, already saddled with a reputation for indecisive- 
ness, must face up to some tough decisions. Top priority: 
whether, like Foreign Minister Sitthi Sawetsila, he should 
apply to join Kukrit Pramoj's Social Action Party. Bangkok 
correspondents John McBeth and Paisal Sricharatchanya 
look at the pros and cons of such a move, which would possi- 
bly ensure the sort of pono hegemony which the National 
Front enjoys in neighbouring Malaysia and the People's 
Action Party has in Singapore, but which does not fit Prem's 
chosen image of a man above run-of-the-mill political 
manoeuvres. Pages 34-37 Cover photo: Kraipit Phanvut 


Page 14 

With Alexander Haig moving out, 
Taiwan's friends in congress step 
up pressure on the president. 


Page 14 

The arrival of a hijacker with 
superstar status leads to hasty 
action by the Sri Lankan cabinet. 


16 
Prince Norodom Sihanouk re- 
turns after 29 years to Thailand — 
on his way to Cambodia. 


Page 18 

China hopes its ambitious cen- 
sus will be a weapon in the birth- 
control battle — particularly as 
peasants are resisting calls for 
one-child families. 


Page 20 

*The Chief" — Michael Somare — 
is now certain to return to power 
in Papua New Guinea. 


Regional Affairs 


Foreign relations: Haig's last Peking 
pier A VERE IO 
Sri Lanka: One path to Rome 
Cambodia: Enter the prince 
A pessimistic note 
China: Battle of the bulge 
One's good, two's enough 
Papua New Guinea: Hail to the 
Chief 
Taiwan: The Saudi connection 
Media: The inhibited word ж 1 
Defence: Uncle Sam wants Japan __ 
Vietnam: The purge goes on 
India: Call me madam's man 
Cover story: What's next for Prem? — 
The politicians' problem: soldiers 
over their shoulders 





28 
Taiwan and Saudi Arabia look to 
each other for friendship — but 
there are problems in Taiwan's 
links with Israel and Riyadh's 
with Peking. 


Page 30 

Uncle Sam wants Japan, but is 
Japan prepared to rearm as much 
as is demanded? 


e 31 
The Vietnamese 
reshuffle goes on 
and the latest vic- 
tim is Paris talks 
veteran Xuan 
Thuy. 
Pages 48-51 
South Korea reverses direction 
and opts for growth to help busi- 
ness fight the recession, while 
moves to clean up the kerb 
money market continue. 


The legacy of indecision which 
plagues the premier 


Business Affairs 


Economies: Seoul goes against the 
tide 
Call for reform 
Blowing South Korea's trumpet — 

Resources: India's struggle for 
power 





Poor but resourceful 
Budgets: Constructive cutting in 
DS MARLA PHIIUS е A 
Exporters come first ——__ 
Spend more, pay more in Pakistan — 
Shipping: Manila's barrier reef 
Investment: A stake in Australian 
Steak 











Page 66 
Bangladesh breaks with the past 
by deciding harsh realities can be 
met only with a realistically tough 
budget. 


Page 70 
The Philippines moves to protect 
its shipping industry while with- 
drawing barriers around other 
sectors. 


Page 71 

Asian states with large Muslim 
populations buy into Australian 
cattle stations. 


Page 72 
Bank Rakyat reveals plans to 
hack subsidiaries after massive 
losses. 


Page 74 

Singapore's bankers are con- 
cerned about demand for mana- 
gers driving salaries up. 





Banking: Surgery at Bank Rakyat -—— 
Singapore's contest for talent 

Finance: A tender trap in Australia ——— 

Textiles: EEC talks in a tangle 

Company results 

Stockmarkets 
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Briefing 
Intelligence —— — 
The Week 
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Books 
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| demand from Japan 
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South Korea has drastically 
scaled down its request for aid 
in the latest talks in Tokyo on 
economic cooperation with 
Japan. Foreign Minister Lee 
Bum Suk proposed a total of 
0594 billion from Japan, in- 
cluding yen loans of US$2.3 
billion and commodity aid 
worth US$1.7 billion. Previ- 
ously, South Korea sought 
- US$6 billion, a figure unac- 
ceptable to the Japanese. Ja- 
Foreign Minister 
oshio Sakurauchi agreed to 
study the new aid proposal, 
though publicly Japanesc offi- 
cials continued. to maintain 
their insistence on a package of 
US$1.5 billion in yen loans and 


| USS2.5 billion in export-im- 


- port bank loans. Further talks 
are expected to be held soon. 


2 — MIKE THARP 
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Spurred by complaints against 
-the administration of the 
- world’s last remaining trust ter- 
= ritory by the United States, a 
_ United Nations fact-finding 
_ mission has begun a month- 


. UN fact-finding group 
burs Micronesia 


_ long island-hopping tour of 
— Micronesia. The mission was 
— despatched by the UN Trus- 


+ 
| teeship Council, which late last 


— tive shortcomings. 
— Noting a Japanese proposal 
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month completed à session 
punctuated by expressions of 
concern about US administra- 


- to dispose of nuclear waste 
near Micronesia, the council 
warned against radiation 
hazards to the area, also known 


É. qs the Pacific Islands Trust Ter- 


ritories. The mission's mem- 
bers are Trusteeship Council 
president Paul Poudade of Fr- 
ance and past president Sheila 
Harden of Britain. 

— TED MORELLO 
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Hongkong's policy on Wiet- 
namese refugees hardened sig- 
nificantly on July 2 when the 
government decided that all 
new arrivals and the so-called 
troublemakers among existing 
refugees would be put into 
closed camps on outlying is- 
lands. This move, an official 
said, would bring Hongkong in 
line with the rest of the region 


10 


and reduce the attraction of the 
territorys hitherto open 
camps, which enabled refugees 
to hold jobs outside. 

Riots at one such open camp 
in May precipitated the policy 
change, which also envisages 
the repatriation of refugees to 
Vietnam when circumstances 
permit. — MARY LEE 


Marcos bans strikes in 
semiconductor sector 


Philippine President Fer- 
dinand Marcos invoked the 
newly amended labour law.on 
July 3 to ban strikes in the 
country's semiconductor in- 
dustry. The amendments, sign- 
ed into law on June 1. allow 
Marcos to ban strikes in non- 
traditional export-oriented in- 
dustries. While the amend- 


Marcos: new law. 





ments generally favour multi- 
national firms in the mostly 
labour-intensive electronic and 
textile sectors, labour leaders 
say these run counter to post- 
martial law pledges by the gov- 
ernment that strikes would be 
banned only on a case-by-case 
basis. — GUY SACERDOTI 
Malaysia says no to 
Chinese university 
The controversial proposal 
for the Chinese-language Mer- 
deka University has been re- 
jected by Malaysia's Federal 
Court. Merdeka University, 
proposed more than 10 years 
ago, has been the subject of po- 
litical battles and legal cases 
since. The rejection by the 
country's highest court leaves 
the university committee no 
option but to appeal to the 
Privy Council in London. But 
even that appeal may not 
materialise because the attor- 
ney-general is seeking a ruling 
to prevent such a move. 

— K. DAS 


BUSINESS 

Philippines gets 

US$1.2 billion pledge 
Donor countries and develop- 
ment agencies will offer the 
Philippines US$1.2 billion in 
Official development assistance 
(ODA) during 1983. The 
agreement, worked out at the 
Tokyo annual meeting of the 
12-nation consultative group 
for the Philippines from June 
28-30, supported an overall 
foreign borrowing programme 
of US$2.3 billion. Of the 
ODA, the World Bank tops 
donors with US$600 million 
while the Asian Development 
Bank committed US$270 mil- 
lion. Japan will lead nations of- 
fering bilateral assistance with 
a commitment of US$250 mil- 
lion. — GUY SACERDOTI 


A (lady's) hand at the 
helm, at last 
The Stock Exchange of Thai- 
land (SET) has at last decided 
to appoint a new manager. The 
post was left vacant since April 
1 when former manager Pai- 
boon  Wattanasiritham re- 
signed out of frustration over 
his inability to introduce 
changes to bolster the market. 
The first woman in the posi- 
tion, and the fourth manager 
since the Thai stockmarket was 
established in 1975, Sirilak 
Ratanakorn is expected to take 
over formally next month. Her 
selection was approved by the 
SET board last week following 
unsuccessful approaches to 
several other prospective can- 
didates, who reportedly turned 
down the job on grounds that it 
is extremely difficult to revive 
the market, depressed since its 
1979 crash. Mrs Sirilak, a 
senior officer at the Govern- 
ment Savings Bank, will be on 
secondment to the SET for a 
two-year term. 

— PAISAL SRICHARATCHANYA 


Burma gets loans 

from Japan 

Japan has agreed to extend to 
Burma а ¥26.5 billion 
(US$112 million) project loan 
and a ¥7.98 billion commodity 
loan in fiscal 1982-83. The pro- 
ject loan will help finance three 
projects: Burma’s first natural- 
gas liquefaction plant; electric 
rail traction facilities at a ce- 
ment factory at Kyangin, lower 
Burma, and expansion of the 
existing 169-mw. hydroelectric 





power plant in Kayah State, 
eastern Burma. The second 
loan will help Burma buy from 
Japan goods ranging from tex- 
tiles and equipment for making 
car windows to accessories for 
four current Japanese-assisted 
heavy industry projects and 
horses for anti-smallpox serum 
production. —M.C.TUN 


Malaysia's East-West 
Highway opens 


The first road link across the 
mountainous northern half of 
peninsular Malaysia opened to 
traffic on July 1, more than 10 
years after construction began. 
The 116-km., two-lane East- 
West Highway cuts the coast- 
to-coast journey by two-thirds 
but runs right through a curfew 
area. Travel is restricted to 6 
a.m.-7 p.m. and drivers are li- 
mited in the amount of food, 
clothing, medicine, electric 
torches and even stationery 
they can carry as all these items 
could be of use to communist 
units still operating in the re- 
gion. The 3,000 troops assign- 
ed to guard the M$400 million 
(US$169 million) highway will 
also act as breakdown 
mechanics — there are no ga- 
rages along the route, 
—JEFFREY SEGAL 
Tin group beefs up 
export controls 
With the Penang tin price 
firmly lodged at the M$29.15 
(US$12.30)-a-kg. floor level, 
the first council meeting of the 
sixth International Tin Agree- 
ment (ITA) on July 1 decided 
to strengthen the export con- 
trols first introduced nine 
weeks earlier. Over the third 
quarter the four producer 
countries in the slimmed-down 
tin pact — brought into force a 
year late by nations represent- 
ing only 52% of world con- 
sumption and 79% of output — 
are to export just 23,200 tonnes 
of the metal, 12,800 tonnes less 
than the council deemed nor- 
mal for the period. Malaysia's 
share will be 9,473 tonnes, In- 
donesia's 5,795, Thailand's 
5,044 and Australia’s 2,125. 
Nigeria and Zaire, not yet full 
members, will export 401 and 
362 tonnes respectively. 

The London meeting also set 
the initial maximum buffer 
stock at 39,666 tonnes, down 
from the original. intended 
50,000 tonnes because of the li- 
mited number of participants. 

— JEFFREY SEGAL 
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to see beyond profits 
to people 
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Sanwa Bank is one of Japan's 


~ leading banks, with more than 


6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks your language. 
Contact Sanwa Bank. 
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BRING YOUR OWN GLASS 
A major problem facing China's 
present building programme is an 
acute shortage of glass. Families 
assigned to multi-storey blocks in 
Peking have been forbidden to move 
in unless oa can supply their own 
lass. Some blocks have been half- 
inished for several years because 
the builders cannot find glass and 
other materials, or because the 
authorities financing them have run 
out of cash. Bribery of housing 
supervisors and builders has become 
commonplace. 


ARMOURED CHALLENGE 


China has produced a significantly 


improved version of its elderly T59 
main battle tank. Analysts say that, 
though the new model is not as 
advanced as the latest Soviet 
armour, it nevertheless poses a 
serious challenge. The Chinese 
machine, reportedly fitted with a 105 
mm smoothbore main gun, is 
equipped with a laser range-finder 
and infra-red devices for night 
fighting. But perhaps most 
significantly it has a gun stabiliser to 
enable accurate shooting on the 
move. While such stabilisers have 
long been standard in Western and 
Soviet tanks, they have been 
apparently lacking in the T59, the 
mainstay of Chinese armour and 
thought to have been in production 
since 1963. 


AFGHANISTAN 

Soviet troops have withdrawn from the 
Panjsher Valley leaving government troops to 
fight the guerillas, Western diplomatic 
sources in New Delhi said (July 6). 


BURMA 

United States Assistant Secretary of State 
for Asia and the Pacific John Holdridge as- 
sured officials in Rangoon that the US would 
continue to assist in fighting narcotics 
smugglers (July 1). 


CAMBODIA 

Son Sann, the prime minister of the Demo- 
cratic Kampuchea coalition government, sub- 
mitted his cabinet list, the Thai Nation 
Review said (July 5). 


CHINA 
Tibet's Peking-based leader, the Panchen 
Lama, arrived in Lhasa (July 3). 


PAPUA NEW GUINEA 

Tribal battles involving thousands of war- 
riors broke out in the Highlands province in 
the wake of the general election, police said. 
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DEFIANCE IN THE AIR 


Japanese officials are closely 
watching discussions in Western 
Europe about defving President 
Ronald Reagan's ban on the transfer 
of American-designed technology 
for use on the Siberian gas pipeline 
to Europe. The ban has also upset a 
major oil-development project 
between Japan and the Soviet Union 
in the Sakhalin area. This has so 
annoyed senior members of the 
influential Ministry of International 
Trade and Industry that they are 
talking of Japan joining Western 
Europe in defying the ban. The 
Ministry of Foreign Affairs, more 
concerned about preserving 
relations with Washington, takes a 
more cautious approach. 


SEOUL'S OLD HAND 


The appointment 
of Lee Bum Suk as 
South Korean 
foreign minister 
seems to have 
markedly 
improved the 
atmosphere in 
recent talks with 
Japan on economic 
cooperation. Lee is familiar to many 
Japanese Government officials and 
his efforts to inject a tone of sincerity 
into bilateral discussions has 
evidently impressed Japanese 
negotiators. 





The government accused Indonesian troops 
of intruding into its territory for the seventh 
time in as many weeks (July 2). 


PHILIPPINES 

Prince Norodom Sihanouk, president of 
the Democratic Kampuchea coalition govern- 
ment, arrived to cement support for the Cam- 
bodian coalition (July 1). About 100 students 
staged an anti-American demonstration out- 
side the United States Embassy. Imelda 
Marcos held talks with officials in Moscow 
(July 5). 


SINGAPORE 

Director of Education Chan Kai Yao was 
appointed secretary-general of Asean (July 
1). 


SOUTH KOREA 

The National Security Agency announced 
the arrest of three South Koreans on charges 
of being North Korean agents (July 1). Chung 
Soon Chul was jailed for five-and-a-half years 
for arson at the American Cultural Centre in 
Kwangju. A South Korean fishing boat was 
shot at by a North Korean patrol boat in inter- 


ASEAN'S SECRET TARGET 


Asean’s secret gameplan in helping 
to consolidate the Democratic 
Kampuchea coalition government is 
eventually to eliminate the Khmer 
Rouge as a major force in 
Cambodia, according to diplomatic 
sources. An indication of this was a. 
statement by Prince Norodom 
Sihanouk, leader of one of the two 
non-communist Cambodian 
factions, after talking to Singapore's 
Prime Minister Lee Kin Yew that 
he would be prepared to allow his 
Moulinaka forces to be absorbed by 
coalition partner Son Sann's 
stronger Khmer People's National 
Liberation Front. According to this 
theory, the Asean countries, well 
aware that the hated Khmer Rouge 
will probably try to return to power 
if the Vietnamese withdraw from 
Cambodia, would like to strengthen 
Sihanouk and Sann at the expense 
of the Khmer Rouge. 


FEVER ON THE FARM 


China is suffering from an upsurge 
of an often fatal virus disease — 
Korean haemorrhagic fever — as a 
side-effect of the new agricultural 
licies. The increase in single- 
amily farming has meant that more 
families are storing their own surplus 
grain without adequate protection 
against rodents. The disease is 


carried by rats and is easily 
д АЕ Ө human beings. 


A 


national waters, officials in Seoul said (July 


5). 


SRI LANKA 

Police arrested Sepala Ekanayake, who 
hijacked an Alitalia aircraft in Bangkok (July 
3). The cabinet approved legislation to imple- 
ment international conventions against un- 
lawful seizure of aircraft (July 6). 


THAILAND 

A Sri Lankan, Sepala Ekanayake, hijacked 
an Alitalia Boeing 747 aircraft with 261 
people on board to Bangkok and threatened 
to blow the aircraft up if his demands for 
US$300,000 and a reunion with his Italian 
wife and son were not met (June 30). The 
hijacker freed the hostages after his demands 
were met (July 1). Prince Norodom 
Sihanouk, president of the Democratic Kam- 
puchea coalition government, arrived, plan- 
ning eventually to cross the border to Cam- 
bodia (July 3). 


VIETNAM 
The conference of Indochinese foreign 
ministers opened (July 6). 








13 


icc Qe iri 


— 


— asi 













was one of ihe last acts of 
i as secretary of state. In 














serit the package to the president 


after he submitted his resigna- - 


ne 25. Tt recommended ‘that the 








ecessary ‘step for i improving оп 
h Peking. The recommendation, ;sub- 





imunique to be signed with Peking, 
mmed from Vice-President George 
trip to China early in May. But, ac- 
ding to one well-informed account, the 
age remained on Haig's desk for 
re than a month as. Haig focused his ef- 
on trying to resolve crises in the Falk- 
ds and Lebanon. A well-informed 
aid that Reagan read the policy 
kage two days after it. wás sent to him 















age reportedly contained — in 


two recommen- 
i issue of arms sales 
"The first of these renounced 
m' policy of selling arms to 
an and set a limit on future sales in 
| of the quantity and quality of 
ons currently available to Taiwan. 
rmulation, the option paper point- 
ut, simply téstated the implications of 
igan's January 11 decision that Taiwan 
need more advanced military air- 
The word “quality” can be seen as 
g to the technological level of 
onry pplied to Taiwan. 
n. went a little further 









e aiwan issue. А rimi to the 
5, Haig 
ds thát i 








ng. 
agan reportedly did not accept either 
sand just before July 4sent 
| ckage back tothe 
and National S Secu 





э the draft communique — an ° 












“in taking action against the hijacker. After | r 
-the cabinet meeting, the government an- 


“rule on its constitutionality so that it. could q 
| be hurried through ршен. 





looking for other phrasing more consis- 
tent with assurances that the administra- 
tion has given privately to the conserva- 
tive senators that there will be “no backing 
away from Taiwan" and “no time limit to. 
end arms sales." 

The efforts of the pro-Taiwan group 
gathered momentum surprisingly quickly 
in the last days before Haig's resignation. 
Haig hoped to get the Taiwan recommen- 
dations into the White House policy 
machinery and on Reagan's desk before 
pressures mounted for Shultz to review 
the policy. Further delay, it was feared, 
would only work against a presidential de- 
cision favourable to an agreement with 
Peking. 

Meanwhile, three conservative Repub- ° 
lican senators — Barry Goldwater, Strom 
Thurmond, and S. I. Hayakawa — began 
to orchestrate pressure on the White | 
House to demonstrate congressional con- 
cern for Taiwan and to discourage any de- 
cision which — in the senators’ eyes — 
would be prejudicial to Taiwan's defence. 


tors and three congressmen met with Na- 
tional Security, Adviser William Clark to 
urge the White House to stand by its com- 
mitments to Tarwan under the Taiwan Re- 
lations Act. 

On June 29, a letter signed by 40 Re- 
publican and Democratic senators was 
sent to Reagan urging him їо submit to 
congress as soon as possible recommenda- 
tions forthe additional sale of FSE fighters 
“to allow sufficient lead time on the trans- 
action in order to avoid a break in the pro- 
duction line when the current contract ex- 
pires in July.1983." (Under a 10-year co- 
production . scheme. with Northrop, 
Taiwan contracted to build 248 FSEs on 
the island by mid-1983. This aircraft is the 
backbone of the Taiwan air force.) 





n a press ‘interview Goldwater claimed 

Reagan expressed complete surprise 
when he was informed during a private 
meeting with Goldwater on June 18 that 
the State Department had been negotiat- 
ing a joint communique with Peking to set 
deadline for ending arms sales to 





Two days before Haig resigned, 13 sena- | a 





SRI LANKA 


One path to Rome - 


After briefly enjoying the ill-gotten. fruits of his hijacking, | 
a young Sri Lankan is destined for a one-way trip back to Italy 


By Manik de Silva 


Colombo: Smarting under a barrage of Т | Foreign Minister Shahul Hameed said 
world criticism, the Sri Lankan cabinet fi- | the question of. applying the law retro- 
nally approved legislation on July 6 which | actively could: arise;-He added that the 
will allow hijacker Sepala Ekanayake. to enactment of retr pe ve legislation to 
be extradited to Italy. At a special meet- | 
ing, the cabinet decided to implement pro~. 
visions of the international. conventi on 
against unlawful seizure of aircraft: 
will enable the 33-year-old Sri Lankan, 
who hijacked an Alitalia airliner on its 
way from Rome to Hongkong, to be sent 
to Italy to face trial. E 

The move came as Ekanayake Баке 
in celebrity treatment given him by: his 
countrymen, while the Colombo govern- 
ment began to feel the heat of intern: 
tional opinion that it was dragging its fe 


































ind free passage 
alian i and son, 






nounced that the legislation was being re-.|- 
ferred to the Supreme Court, which would | 
















Taiwan. The senator charged the State 
Department with "lies and deceit" to mis- 
lead the president on Taiwan, and charged 
that Haig and White House subordinates 
had kept Reagan in the dark. 

The most surprising thing about this 
congressional reaction was that it was so 
long coming. A similar protest from con- 
servative Republicans was expected in 
January after Reagan turned down the 
plan to sell Taiwan an advanced fighter 
and in May after Bush released Reagan's 
letters to the Chinese leadership underlin- 
ing his determination not to allow un- 
.official relations with Taiwan to stand in 
the way of the improvement of Sino-US 
relations (REVIEW, May 14). 

Statements to congressmen by Clark 
imply that Reagan is too deeply involved 
in China policy not to be aware of the joint 
communique under negotiation with Pe- 
king. And Reagan appears to have as- 
sured Goldwater only that he would not 
sign à document commiting the US to a 
time-curtain in ending arms sales to 
Taiwan, a demand reportedly long since 
dropped by the Chinese. 

Peking has reportedly been well briefed 
through diplomatic channels on what type 
of language is being considered in 
Washington and advised that the draft ap- 
proved by Reagan will in effect be the final 
American proposal. The White House ap- 
pears now to be actively interested in ob- 
taining an agreement with China more for 


especially if he had pulled off a massive 
hoax as was suspected, and that in fact 
there were no explosives strapped to his 
chest when he threatened to blow up the 
Boeing 747. 

The tug-of-love scenario Ekanayake 
painted to make the point that he did it all 
for the love of his three-year-old son, who 
looked appealing in pictures in the local 
press, generated a great deal of human in- 
terest. But he was also obviously enjoying 
spending the loot, and the media did not 
overlook this. 


Police escort hijacker and family: human interest 
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Reagan and Haig: in the dark? 








domestic political reasons than strategic 
considerations. 

White House sources stress the damage 
that would be caused to Reagan's image at 
home if China were to downgrade rela- 
tions before the mid-term congressional 
elections in November. Agreement on a 
communique could open up the prospect 
of either a Reagan visit to Peking or à 
high-level Chinese visit to the US. 
Reagan's letter to Chairman Hu Yaobang 


stating his hope "that we will have an op- | 


While the news columns were full of the 
hijacker and his past, which included 
drug-trafficking convictions in Austria, 
Pakistan and Yugoslavia, editorial writers 
made the point that “to glorify a hijacker 


is pathetically shortsighted.” and that “a | 


law-breaker is no hero.” The cartoonists 


had their fun — one showing Finance | 


Minister Ronnie de Mel on top of an air- 
liner labelled World Bank, bristling with 
explosives and saying: "A billion dollar 
loan or 11...” 

Behind the joking, the fact was that 
Colombo 
an original decision 
to arrest Ekanayake 
on arrival, on Ha- 
meed's recommen- 
dation. А! 
height of the crisis, 
the hijacker had 
been told by Sri 
Lanka's ambas- 
sador in Bangkok 
that he would not be 


arrested. Hameed 
explained that he 
had instructed the 


ambassador "to act 
in a manner to avoid 
a disaster in consul- 
tation with the Thai 
Government," and 
he was able to per- 


changed | 


the | 


portunity to meet each other soon" left 
such a possibility open. 

The conservative campaign on Taiwan's 
behalf, however, has underscored some of 
the political cost to Reagan's stánding 
within his own party if he is seen to. be 
abandoning so-called old friends in 
Taiwan. The carrying through of the 
China policy without Haig could put 
White House claims that Reagan is him- 
self directly in charge of foreign policy to 
their first major test. 





em me шшш шы шшш D сес ر‎ а 


suade the government not to 
Ekanayake on arrival here. 

But within two days of his arrival, many 
wheels were set in motion. The Italian am- 
bassador was officially asked to complain 
to the police that Ekanayake was retaining 
| extorted, stolen money. The state-owned 
Bank of Ceylon, which had earlier de- 
clined to accept а US$280,000 deposit 
from Ekanayake, decided later to take it 
into safe-keeping. The hijacker was made 
| to leave the Hotel Ceylon Inter-Continen- 
tal after other guests pointedly left the cof- 
fee shop as he entered. The police then 
took him into custody as he drove towards 
his home in Galle, southern Sri Lanka. 

Ekanayake was intensively grilled by 
| the police, produced before a magistrate 
and remanded in custody until July 16. His 
| bank account was frozen. His brother, 

who held half the remaining unbanked 

US$20,000, was also taken into custody 
| and remanded until the same day. So two 

nights after leaving his luxury hotel, 

Ekanayake wassleeping on a rush mat laid 

on the floor of Colombo's overcrowded 

Magazine Prison 

With the legislation ready, and the gov- 
ernment majority in parliament assuring 
its speedy passage, Ekanayake will surely 

| face an Italian court. The country that 
originally would not allow him to stay be- 
cause of his drugs record will now proba- 
bly have to host him. 


arrest 





| 
| 
| 
| 
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ohn McBeth 

gkok: Former Cambodian. fend of 
е Norodom Sihanouk was sche- 
fo. return to his beloved Cambodia 
eek along a path paved with historic 
d fraught with future. uncertain- 
ident of the newly formed 
amese coalition, the prince was 
he Thai border into north- 
imbodia for a moving reunion 
is people — an event that was to pre- 
cheduled meeting with partners 


analliance which carries far more 

than military significance. 
nouk last visited Thailand in 1953 
e pleaded in vain for the Bangkok 
tnment to raise the issue of Cambo- 
independence from French colonial 
he United Nations. Twenty-nine 
iter, developments have turned full 
The prince is back once again in the 
of liberating his country from 
gn occupation, this time with the ac- 
pport of Thailand and its four 
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ustria's foreign 
Hanoi and possibly 
. The reality, well- 






none, is ied Pahr will be con- 
mandated assignment as presi- 
' United Nations-sponsored In- 
Conference on Kampuchea 
i ecessary because, 

as cordial diplomatic rela- 
t refuses to recognise 
| Cambodian dispute 

















vill be able to persuade 
yeott. of the UN con- 












1 мерата ще 
e dmi ted to the 





h a зару coalition, UN special. envoy Pahr is 
about prospects of breaking the diplomatic impasse- 





ME an n éinütiohan retu to Bangkok after 29 years, 
hen heads for the border with his two coalition partners 


in Phnom Penh until a few days before 
Vietnamese invasion forces captured the 


"Cambodian capital in early January 1979. 


Even today, Sihanouk remains a voluble 
public. critic of the regime. whose 
bloodstained legacy will continue to haunt 
and hinder political efforts to force the 
Vietnamese out of Cambodia. But there is 
also an acute awareness that if the coali- 
tion founders, support for the Democratic 
Kampuchea’ seat in the UN — until now 


| held solely by the Khmer Rouge — is 


likely to be eroded at a much faster rate 

than if the tripartite alliance had never 

been formed. | 
Sihanouk arrived to a warm welcome in 


| Bangkok where among other engage- 


ments he was received in audience by King 
Bhumibol Adulyadej. Many Thais saw 
this meeting as a symbolic endorsement of 
the prince's mission, which is expected to 
centre more on a future role às a roving 
ambassador than as a resistance leader 
braving the hardships of life in a jungle 
base. 
Despite Thail land’s part in the painstak- 
:gotiations which opened the way for 

п, there is still lingering 

Thai officials over the 
on in 1961 which left 











resentment an 
World Court. 


push,” he said. Pahr said he reached that 
conclusion when he visited Peking in May 
during a two-week swing through East 
Asia. The Chinese gave no sign of backing 


down from their support. of Pol Pot's* 


Khmer Rouge faction, the Austrian minis- 
ter reported. 

Asked what he would be able to tell the 
Vietnamese about his talks with the East 
Asian leaders, Pahr replied that he could 
report that the majority of governments 
acknowledged that Hanoi must be given 
certain security guarantees as a quid pro 
quo for the withdrawal of its troops from 
Cambodia. However, Pahr admitted that 
the definition of Vietnam's legitimate in- 
terests and the precise nature and extent 
of the guarantees to safeguard them are 
matters that will have to be thrashed out in 


motely in prospect. 


that he has little confidence that the tripar- 





negotiations. Nothing of the kind is re- 


endear himself: to Bangkok making fre- 
quent sharp attacks on the Thai adminis- 
tration and its relationship with the Unit- 
ed States. 

But if that approach remained in many 
minds, it didnot show itself in any tangible 
form. Bubbly and bouncy as ever, 
Sihanouk overwhelmed his more reserved 
Thai hosts. with smiles, kisses and hand- 
shakes. “It’s wonderful to be in Thailand, 
friendly people, land of smiles," he told 
Foreign Minister Sitthi Sawetsila after 
kissing him on both cheeks during an air- 
port welcome. 


H: breakfasted the following morning 
with Prime Minister Prem Tinsulan- 
ond at his new official residence before 
plunging into a hectic round of talks with 
Sann and Samphan to finalise plans for the 
three to meet on Cambodian soil to ce- 
ment the coalition. Many of his move- 
ments were masked in secrecy and infor- 
mation on when he would be going to the 
border and who from among a small army 
of newsmen would be permitted to accom- ` 
pany him on to Cambodian soil was 
by word of mouth 

Officials said а 
the coalition talks in 
were indications that at teast some of them 
centred on the future role of Khmer 
Коше Foreign, Minister leng! Sai 



























have any significant imp 
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into any permanent 
the Cambodian рос. 












кча езек the: 
mandate calling for: 
gress to-seek а way out: f the тері 
muddle. : 

As for the annual credentials fight for 
Cambodia's UN séat, Pahr remarked: 
"Maybe the no-Kampuchea. solution 
would be the best." He was referring to 
the formula proposed by I dia during the 
1979 and 1980 general 
whereby Cambodia’s seat 

cant “forthe time being” in the expecta- 
tion that it would eventually be filled by 






















the Heng Samrin regime. At the time, the 
proposal failed to rally support, buti it now 
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Sources close to Pahr told the REVIEW | sol 


Hanoi Cambodian coalition АН Hes 






peared unthinkable given the size of the 
stakes 

Prem made it clear to Sihanouk that 
Thailand would not be giving arms to the 
new coalition government, à position also 
taken at least officially by the other Asean 
countries. But with the Thais placing con 
siderable emphasis on security arrange- 
ments for the prince's border visit, it is 
clear they are looking ahead with some 
foreboding to what future effect the coali- 
tion — which has pledged to drive Viet- 
namese forces out of the country — will 
have on the refugee situation 

"Sihanouk is not going to counsel reset- 
tlement or repatriation," said one dip 
lomat with an intimate knowledge of bor- 
der developments, referring to Cambo- 
dian refugees in Thai camps near the bor- 
der and also potential refugees inside 
Cambodia. “The effect of his words will be 
for everyone to stay put, but it wouldn't 
take much to get people back to the bor- 
der, which will create both relief and 





security problems. A measure of his suc- 
cess is how far he will be able to attract 
people both from inside and outside." The 
real question, however, is how far the 
Thais will allow this to happen, consider- 
ing the fact that in the past they have not 
been so much interested in actively sup- 
porting the resistance as in ensuring that 
they have some control over it 

Sann's Khmer People's National Liber- 
ation Front (KPNLF) and Sihanouk's 
Moulinaka faction must also be looking to 
their security. Over the past 18 months 


apart from an attack on the KPNLF's 
southern headquarters at Sok San in 
March the Vietnamese have limited 
their action against largely indefensible 


camps north of the Aranyaprathet district 
town to desultory artillerv fire 

But the disdain with which Hanoi has 
greeted the formation of the coalition be- 
lies the fact that the main KPNLF en 
campment at Ban Sa-Ngae. the Nong 
Sumet refugee camp further to the south 


Sometimes we басе ta 
lo nemain the Number 


ODL 


| and the Moulinaka contingent a short dis- 
away at Nong Chan, all in Cam- 
could now be considered open 


tance 
bodia, 
targets 

Obviously, before that happens the two 
non-communist groups must cast around 
for areas 
vers feel their only alternative will. be in 
the Dongrek mountain range which forms 
Cambodia's northern border with Thai- 
land where both factions already havea 
limited. presence, but the problem then 
becomes one of access 

Moves towards a merger of the KPNLE 
and Moulinaka still appear some way off, 
though it is clear the two will cooperate 
closely. Sihanoukist army commander 
Gen. In Tam, prime minister before the 
Khmer Rouge takeover in 1975, says it is 
not something which can be 
the near future, 


more secure base Most obser- 


achieved in 
possibly because of tech- 
nical difficulties over representation 
which. could arise within the existing 
tripartite framework of the coalition. W 
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Ay's йош iore than girls who leave 
home to get married. 

The 1980 marriage law stipulates mar- 
riageable age as 22 for men and 20 for 
women, which in practice has pulled down 
the average age at which people are mar- 
rying and having children. The system of 
awarding. “one child. certificates" | to 
couples who guarantee not to have more is 
effective mainly in the cities, where the 
state can control people's access to jobs, 
housing, education and health care and 
use them as lures or methods of punish- 
ment. 






















China’ s census receives a mixed reaction, but the fight to reduce 
the CEE s potentially disastrous birth rate goes on 








Peking: The 4 million census-takers who According to the People's Daily: “Some 
swooped on China's villages and cities оп | of the people hold that we have had two 
July 1 were carrying out something much | censuses in the past [in 1953 апа 1964], 
e important than a. mere head count. | and though there are more demographic 
pared. with United Nations aid and | features in this census, it is still not worth- 
modern: computer facilities, the census | while to spend so much energy." 
this усаг was based on a questionnaire Others have taken a blitzkrieg ap- 
jocumenting fully 19 demographic fac- | proach, hiring far more census-takers, 
tors, including jobs and professions, child- | coders and processors than necessary, 
‘bearing history and household registra- | thus wasting money and lowering the 
: quality of the work. And some officials 
- There is real concern here that the cen- evidently feel that trial censuses carried 
sus data, when assembled and analysed, | out in the city of Wuxi and other places 
may be distorted by people concealingone | were practice enough, and everything | strongly discouraged except in special cir- 
or more children in order to escape penal- | “would be all right on the day” without | cumstances. Having two children, this ar- 
ties for violating the “one child only" rule. | local dry runs. gument runs, would make people less hos- 
“id households which are not properly Meanwhile, despite all the rigour of tile to 0 the idea of birth control, and would 
stered with the мшез тау узае population-control measures, the growth | 
“| rate continues to rise — from 1.17% in . 
.1979to more than 1.2% in 1981. Although 
creditable forany developing country, this |g 
j raté spells potential disaster for China. 
The urge to have sons remains little | is being tested. 
abated by government propaganda stress- | possible. for women f 
абе, Yet. шрын. '| ing that daughters can carry on the family: js 
‘governments have shrugged | name equally well. : 
i Women are still discriminated against in 





















ome population experts have come up 
with the idea that the growth rate would 
actually decline if parents were permitted 
to have two children, which at present is 









































campaign | meets 
| who value their Offspring. 






and 50% of rural couples to keep to а 
¿single child. In 1980 even higher goals 
were discussed and Chen Muhua, then a. |. 
vice-premier responsible for family plan- |: 
ning, suggested that “95% of married 
sd but |.couples in cities and 90% in the coun- 
ild family; campaign -| tryside will have only one child in due 
in in simple demographic terms, a rigor- | course so that the total population of 
us strategy to prevent any recurrence of | China will be contained at about 1.2 bil- 
China’s disastrous baby booms of the late | lion by the end of the century.” The figure 
50s апа 19605, when birth-control pro- | of 1.2 billion is still ever-present in all 
grammes proved ineffective. China’s future planning needs. 
| The two-stage campaign first aims to re- There has been considerable opposition 
duce the natural growth rate to five per | at various levels throughout China to the 
1,000 by 1985. This is to be achieved by | concept of a nation having generation | expected at the start of the congress that 
ninz t third and subsequent | after generation of single-child families. | there would be whole-hearted endorse- 
persuading at least 60% of | Poor families, especially rural dwellers | ment of the policy and that the 
ve only one child and allow- | who still account for more than 80% ofthe | groundwork would be laid for the 
lics to have no more than | population, remain largely unconvinced. lishment of a national law with a clearly 
Urban dwellers, on the other hand, appa- | spelled out national, regional and local 
i rently are more amenable to the directives . Зун т of ince 
gh the тайшы extension of: | which are enforceable now by administra- |- Thus the di 
throughout China. tive regulations, economic sanctions and | a compromise. 
1 s cautiously | social censure. The: mittee published an 
its attendant | But many party officials, as well as | o { б and Youth League 
disincentives. | academics, are still not fully sure of théso- | m bos i t lead i in 0 vigor- 
targets were estab- | cial ramifications and political impli ously promoting the 
% ban couples | tions of the policy. Mostly they ap! 

















Ts rural delegates emphasised t that girls 
were still not the best guarantee for 
parents’ security in old age, especially if 
parents had to rely for support in their 
later years on a single child. It had been 










































ant reports of women paying unqualified 
practitioners to remove intra-uterine de- 
vices fitted under official pressure. This 
has led to injury, infection and even death. 

The blackest spot in failure to follow the 
single-child principle is Guizhou province, 
where there are many ethnic minorities 
largely exempted from birth-control mea- 
sures. Seven counties there have popula- 
tion growth rates of more than 2%. 

Demographers have worked out that 
with only two-child families, negative 
population growth could set in by the year 
2050. with slow progress thereafter to 
what many experts see as the optimum 

opulation for China — 6-800 million. 

ull implementation of the single-child 
system would bring population down to 
960 million in 2030, and 700 million be- 
tween 2050 and 2060. 

Other offenders in birth control negli- 
gence, surprisingly, are the rural areas in 
the suburbs of Peking. which are prosper- 
ous enough to afford more children, and 


ч 


Census poster: a link with birth control, 


and major, municipalities have .promul- 
gated systems. of rewards and punishments 
based on localised. conditions, it still has 
not been possible to formulate a national 
law on family size or on incentives and dis- 
incentives. 

In China, where children are ,consi- 
dered important. culturally — and, Have 
economic value in rural households — it 
would be impossible, to suggest childless 
marriages. The relentless pursuit of, the 
concept of a single-child family is. harsh 
enough for city dwellers, many of whom 
still try to, circumvent the restrictions. 
Many rural couples are barely content 
with being allowed officially to have;two 
children. In response to. the official.cam- 
paigns, as of last year, a.gradual reduction 
in the size of А does was notice- 
able. The reaction from. rural areas. was 
mixed, indicating resistance from pea- 
sants. в xn | 

After the reintfoduction of а stricter 
family-planning. programme in 1971 the 
„natural growth rate dropped from 2.34% 
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rural enough to evade compulsory sterili- 
sation. In Guangdong province the 
growth rate is steadily rising again, appa- 
rently because remittances from overseas 
relatives make people scornful of financial 
penalties for exceeding birth limits. 


» Stewart Fraser adds: The census will 
be conducted in three stages, with the first 
stage, involving the actual enumeration, 
lasting less than two weeks. The second 
stage — verification by supervisors, using 
spot checks — should be completed be- 
fore July 15 while the third stage consists 
of a post-enumeration, check to be com- 
pleted by the end of August involving 
selected samples of the population to be 
re-enumerated. 

The tabulated information from all the 
questionnaires will be forwarded through 
six administrative levels starting with the 
rural production brigades who should 
complete the basic tabulations by the end 
of July, and eventually arrive in the office 
of population census in Peking. Final 
tabulations should be submitted to the 
state council before the end of September. 
It will be the responsibility of the state 
council to publish the preliminary figures. 

It is expected that these will be available 
by the end of October, with at least a gen- 
eral breakdown of the total population by 
sex, national minorities, the size of the 
population in China's major cities, a dis- 
tribution of urban and rural dwellers, the 
number under the age of 15 and those over 
65. Detailed figures and analysis will, of 
course, take longer and it is believed that 


to 1.1776 in 1979, This decade-long de- 
cline, however, has shown signs of being 
reversed and the rate rose to 1.2% in 1980 
and to 1.35% in 1981-with a strong likeli- 
hood that it will be 1.5% by, the end of 
1982. There are probably three major 
reasons for this upsurge: a baby boom 20 
years ago, the application of a new mar- 
riage law in 1980 and the introduction of 
the so-called production responsibility 
system (PRS). 

The baby boom of the 1960s resulted in 
larger numbers of people eligible for mar- 


‚паре in the 1980s. The marriage law of 


1980 reduced the minimum marriageable 
age, putting further pressure on popula- 
tion growth. The injunction of the so-call- 
ed three great delays — delay marriage, 
delay childbearing and delay forever hav- 
ing a second child — has, evidently not 
been heeded sufficiently in many parts of 
rural China. 

But the third and perhaps more subtle 
reason is the PRS in rural areas, which, 
linked with the dismantling) of the com- 


mune system, has encouraged greater 


peasant initiative in farming and sideline 


production, allowing peasants to sell their 


produce on the free markets. While the 
PRS is said to have boosted certain areas 
of agricultural production, significantly 
during the past two years, it, also has pro- 
duced an unexpected negative impact on 
family planning. 

It is playing havoc with the application 
of birth planning quotas in some parts of 


' it will require at least two to three years to 


аа more complex analyses of the‏ ا 
much greater volume of information avail-‏ 
able through this census to demographers,‏ 
statisticians and government planners.‏ 

In the course of their inquiries census 
enumerators will check household regis- 
tration books and see whether registra- 
tions have been accurate and up-to-date. 
All Chinese are expected, as a routine 
matter, to register with local authorities. 
Tallies of household registrations by the 
end of 1981 have already suggested a total 
of more than 996 million people living in 
China. 

Already demographers around. the 
world, professionally fascinated with the 
Chinese exercise, are making their own 
scientifically based and educated guessti- 
mates as to the total count. The figure 
could be around 1.04 billion if the esti- 
mates based on the past three year's 
household registration figures are at all ac- 
curate, namely 970.9 million in 1979, 
982.6 million in 1980 and 996.2 million in 
1981. 

In this game of numbers even those 
under temporary detention or long-term 
incarceration — in prisons /теѓогт schools 
and labour camps — are to be counted by 
public security officials. It is not clear whe- 
ther those under detention will be re- 
corded and categorised to the full extent 
that researchers may find useful. The cen- 
sus results will be important to a variety of 
social scientists including demographers, 
penologists, sociologists and political 
scientists. a 


rural China. The peasants believe that in- 
creased production, especially on private 
plots, requires extra hands and these can 
be easily produced by ignoring the calls for 
a one-child family and proceeding well 
beyond the limit of two children now per- 
mitted for rural inhabitants. A current 
saying goes: "While the party has a five- 
year plan for anything and everything the 
peasant has only a seven-year plan for pro- 
ducing a child worker." At the village 
level, cadres are now becoming anxious 
because they believe the peasants are de- 
liberately sabotaging the population plans 
and ignoring birth quotas set by higher 
echelons. 

Sichuan, with its 100 million people the 
most populous of China's provinces, has 
long been a barometer for effective family 
planning programmes and in May it re- 
ported several recent problems. By late 
1981 there were unexplained reductions 
throughout the province in the rate of 
couples marrying late, having only one 
child and signing up for single-child incen- 
tive bonus certificates — so much so that 
the natural population growth rate which 
had declined significantly during the 
period 1975-80 started to move upward. A 
similar situation, reported in February, 
has occurred in Hunan which also has the 
PRS. Hunan officials reported that "the 
phenomenon of unplanned births. had 
started to emerge in some places." The 
birth rate, which had fallen, had started to 
rise again. ш 
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PAPUA NEW GUINEA 


Hail to the Chief 


Somare is assured of a return to the driving seat amid bickering 
and horse-trading — and increased tension with Indonesia 


By Rowan Callick 

Port Moresby: Amid numerous political 
excitements and distractions, one fact has 
clearly emerged. from Papua New 
Guinea's national election: Michael So- 
mare, "the Chief," is almost certainly 
back as prime minister. 

This week he listed 60 new members 
who would, he said, support him for prime 
minister when the crucial parliamentary 
vote takes place on August 3. And he 
claimed another 10 were likely to swell his 
ranks before then. 

“The people have given the Pangu Party 
a vote of confidence," said Somare, “anda 
mandate to govern the country. That's 
what we asked for and that's what you 
have given us." Pangu won 14 of the 20 re- 
gional seats and 47 of its officially en- 
dorsed candidates were elected. The rest 
of the 60 comprise those who ran as “pro- 
Pangu” or "pro-Somare" independents, 
plus some who have defected already from 
other parties. 

It is not at all unusual in Papua New 
Guinea's politics for a man to be elected 
on one ticket and join a rival party the day 
after. Politicians here like to “go with the 
Strength,” as Somare himself noted a 
week ago. And they also like to go where 
they are most likely to find financial help 
to pay their campaign bills, and where 
they feel they have the most chance of 
picking up a ministry or an overseas trip. 

Certainly no effort was spared by Pangu 
to ensure previously independent candi- 
dates attended its post-election caucus 
meeting, held at a Goroka hotel. Helicop- 
ters were used to fetch some from their 
home villages. The new National Party 
leader, former military commander Ted 
Diro, argued that Pangu's 60 supporters 
were virtually "imprisoned" in Goroka. 
He claimed the hotel venue was described 
by locals as the haus kalabus, or prison. 

However, he has himself suffered some 
backlash since accepting the leadership of 
the previously Highlands-based National 
Party, following the defeat of lambakey 
Okuk. Many of Diro's own Central Pro- 
vince constituents, Papuans, are tradition- 
ally suspicious of highlanders. 

Sir Julius Chan — still prime minister, 
at least until August 3 — stretched his cre- 
dibility a little in claiming a mandate “to 
continue to steer the ship of state through 
the present troubled waters." He and 
other members of the current governing 
coalition — Fr John Momis, Roy Evara, 
Diro and Galeva Kwarara — have held 
discussions to plan their challenge, but it 
remains unclear which of them will be 
nominated to stand against Somare on 
August 3. 

It is believed talks had been progressing 
between Pangu and the Melanesian Al- 


liance Party, led by Momis and Finance 
Minister John Kaputin, until former judge 
Bernard Narakobi, the Alliance candidate 
defeated by Somare in East Sepik, issued 
a press statement strongly attacking 
Pangu for alleged unscrupulousness. 
There are expected to be numerous 
challenges to the results at the Court of 
Disputed Returns following allegations of 
malpractice by electoral officers. After 
the last election, in 1977, there were nine 
such court challenges, which led to five by- 
elections. Dissatisfaction with the results 
has increased partly because of the in- 
crease in the number of candidates. More 
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Somare: ‘a vote of confidence.’ 





than 1,000 fought for the 108 seats (voting 
in the 109th, Sumkar, will take place later, 
owing to the death of a candidate). 

Papua New Guinea’s first-past-the-post 
system has meant that 62 of the 108 were 
elected with less than 30% of the votes 
cast in their constituencies. The new 
member for Kundiawa was elected with a 
mere 7.7% of the total vote there. United 
Party MP Martin Tovadek, echoing the 
earlier call by Somare for voting under the 
system of proportional representation, 
said: “This is simply unacceptable.” 


llegations have been made that ballot 
papers were burned, ballot boxes kept 
overnight in the homes of. candidates, 
locks tampered with and “whispered 
votes” (of illiterate voters) incorrectly re- 


corded. Although the rest of the country: 


was quiet, the Highlands region, always 
the most politically tense and competitive, 
was racked by troubles as news of the re- 
sults emerged. 

The former Mount Hagen district head- 
quarters and the defunct Chimbu Sports 


Club were burned down. The living quar- 
ters of electoral officers in Mount Hagen 
were ransacked. Staff of the National 
Broadcasting Commission in Kundiawa 
were threatened. A Goroka polling of- 
ficer was chased from his house by suppor- 
ters of an unsuccessful candidate. 

Meanwhile, Papua New Guinea’s 
foreign-affairs experts are growing in- 
creasingly frustrated by Indonesia’s re- 
fusal to admit a recent flurry of armed 
raids across the border from Irian Jaya. 
The Foreign.Affairs Department reported 
the seventh incursion in as many weeks 
when three soldiers and a policeman re- 
portedly took a four-wheel-drive vehicle 
through the border village of Sota, 5 kms 
into Papua New Guinea’s Western Pro- 
vince. 

After the sixth raid, when six Indone- 
sians with automatic weapons were al- 
leged to have come across the border on 
June 26, Foreign Minister Noel Levi an- 
nounced a further stern protest by the gov- 
ernment. He warned: “These repeated 
violations of Papua New Guinea's territo- 
rial sovereignty must cease if relations be- 
tween us and Indonesia are to improve. I 
am particularly concerned at the latest in- 
cursion because it appears that people 
were subjected to physical threat on our 
soil.” 

Levi said the Indonesians crossed the 
border only four days after receiving back 
from Papua New Guinea 18 Indonesian 
hostages held by Irian Jayan rebels since 
last October. The 18 had been released by 
the rebels to Port Moresby government 
officials. Levi noted then: “The whole 
episode [of Indonesian border-crossing] 
has been a messy business. But [ am 
pleased that it has concluded on amicable 
terms between our two countries.” 

The Indonesians deny, however, that 
any soldiers have crossed into Papua New 
Guinea at any time, though they admit 
some villagers might have crossed, seek- 
ing kidnapped relatives. During the June 
26 raid, it was alleged, the Indonesians es- 
corted back across the border at gunpoint 
19 Irian Jayans, part of a larger group of 
refugees who moved into traditional land 
on the Papua New Guinea side in 1977. 

The raid took placé on the day that 
counting of votes cast in Papua New 
Guinea's national election began. Levi 
said: “The fact that soldiers entered Papua 
New Guinea at a time when we were exer- 
cising our constitutional and democratic 
obligations is also cause for severe con- 
cern.” 

The next logical diplomatic step would 
be a withdrawal of Papua New Guinea’s 
ambassador from Jakarta. The Port 
Moresby government has already forced 
Indonesia to cut down the size of its dip- 
lomatic establishment in the capital. 

But the man likely to have to take the 
decision, Somare, has said he would not 
make major changes ій foreign policy. He 
said he would сопла his consistently 
stable relationship with: Indonesia, built 
during his eight year? ‘as prime minister 
until 1980, during which he hosted a state 
visit by President Suharto. But he did say 
he might like to discuss border issues. f 
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Reinhold Messner and his Rolex 
enjoying the fresh airat the summit of Everest. 


Ask any climber his nomi- 
nation for the greatest living 
mountaineer in the world, and 
almost inevitably he will 
answer "Reinhold Messner.” 

That is not simply because 
Messner is the only climber to 
conquer eight mountains of 
8,000m or more, but also 
because of his methods. 

Reinhold Messner climbs 
“by fair means": without oxy- 
gen equipment; without 
pitons; without porters. 

"Now technology has 
overtaken the climbing," says 
Messner. "I want to climb 
with my strength, with my 
fears, with my senses. So, 
climbing for me is a matter of 
self-exploration; to discover 
more about myself. I want to solve a mountaineer- 
ing problem in the mountains, not in the sporting 
goods store.” 

Andhis achievements have left the mountaineer- 
ing fraternity shaking their heads in disbelief. 

Messner was the first to climb Mount Everest 
(8,848m) without oxygen. Completely alone he 
conquered the 8,125m peak of Nanga Parbat. 

He climbed K2, at 8,611m, the second highest 
and most difficult mountain in the world. Accom- 
panied by Michael Dacher and a small expedition, 
this was achieved in record time. 
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These exploits аге record- 
ed in his books ‘The Seventh 
Grade; ‘Solo Nanga Parbat; 
‘Everest’ and ‘Big Walls; and 
have become best-sellers. 

In 1980 Reinhold Messner 
risked “madness” as some 
called it. 

The ascent of the north 
face of Everest from Tibet. 

Completely alone, during 
the adverse weather condi- 
tions of the monsoon season, 
Messner climbed for days at 
altitudes known to mountain- 
eers as the death zone. 

Without oxygen equip- 
ment; without a partner; with- 
out native porters. 

Without the possibility of 
rescue. 

But one piece of equipment Messner never 
climbs without is his Rolex Oysterquartz. 

“To be up there without a precise and absolutely 
reliable watch would be madness,” says Messner. 
“My Rolex is my life insurance. When to make 
camp; my rest period at the peak; the night-time 
decampment all have to be timed precisely. 

“For me there is no better watch.” 

And as demonstrated: at 8,848m; at 40 degrees 
below zero; and even without oxygen, Reinhold 
Messner and his Rolex both V 


function perfectly. 
ROLEX 


of Geneva 





The Rolex Oysterquartz Datejust Chronometer in stainless steel, with matching bracelet. 
Other Oysterquartz models available in 18ct. gold, and also in combination gold and stainless steel. 











The right structure 
brings bright ideas into 
focus. 


The capability of a universal bank can 
transform ideas into projects — and help 
you to realize them. It requires disciplined 
creativity, critical concern and an alert 
presence at the focal points of the inter- 
national finance market. That's why 
Deutsche Bank is represented through- 
out the world. Observing, analysing and 
acting. | 


Come to Deutsche Bank and let us 
focus on the best way to achieve your 
goals. Or call: 


Hong Kong 5-255 203 
Singapore 91 75 55 

Beijing 28 5980 

Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 


Deutsche Bank 


A century of universal banking 


Central Office: Frankfurt am Main/Düsseldort. Branches abroad: Antwerp. Asunción, 
Barcelona, Brussels, Buenos Aires, Hong Kong. Lon: York is 
S8o Paulo. Tokyo; Representative Offices: Beijing.- Bogotá. Cairo, Carac 1 
Johannesburg. Lagos, Mexico, Moscow, Nairobi, Os. 
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Minolta PPCs make perfect 


We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
„making perfect halftone copies is а 
lot like making toast: it's easy to make 
them too light or too dark. Most 
conventional copiers cannot copy 
halftones faithfully: their halftone 
copies are usually too white or too 
black 





A comparison of toner on a sleeve roller. On the 
right is conventional iron powder carrier: coarse in 
texture. On the left: Minolta Micro-Toning System % 
micro-carrier, soft and very fine in texture. The 
results: finer tine lines. Solider solids. Superb halt 
tones with incredible definition 





Our PPCs give the user out 
standing halftone reproduction 
halftone copies that are often cleaner 
and crisper than even the original 
And, naturally, line portions and solid 
portions that are made with great 
clarity and precision. too 

Minolta PPCs combine many 
advanced technologies to give them 
their superior halftone copy quality 
and consistency. One, the Minolta 
Micro-Toning System, accurately 
reproduces the tonal gradations of 
the original while applying a more 
uniform deposit of toner onto the 
copy paper. A "softer" image is thus 
derived, giving superb definition to 
halftone copies 


Our Automatic Image Density 
Control and Automatic Bias Adjust- 
ment systems help insure that each 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs, dials or levers. With no 

oops, too light...oops, too dark 
halftones and a wastebasket over 
flowing with expensive discards 

Consistently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly, line 
and solid portion copying is a snap 

And that, folks, is why Minolta 
EP-series copiers are known as “the 
toast of the town”! 


EP 710/EP530R/EP530/EP320/EP 310 


MINOLTA 





MINOLTA CAMERA CO. UD., Business Equit 


30 2-Chome. Azuchi-Moct 


See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors 


Taiwan: Aurora Corporation B! Floor No 148, Sung Chiang R 
1\ Pr e 563.00 
ves Ко Minolta ‘oi Kong Ltd. 6 / hatt 
Singapore: Minolta Singapore (Pte) Lid. Sth Floor Chiat Hong t 
Maloysio: City Marketing Sendirion Berhad ot 3 юп 223 

٤ l іс | wẹ f b; I8 
ти Technical Supp Co. 10, 1 


THAI DAIMA Rajaprasong, Ba kf e 252-9155 


bu sapit Floro Enterprises, үс. 0 ( ۴ 1 Street, Quiar 


18-28-90 


indonesio PT Perdona Nirwana Abadi Co. 6 /B Krekot Raya 
Jakarta Pusat Phone 372609 
мае Methodex Systems Pvt Ud, 60 





v Delt 0019 Phone 68247 


Pokiston Aled Equipment Ltd. First Floor 


Box 680. Karact Phone 214922 








Bangladesh Brothers Intemational Limited PO Box 76 


11] 120. Montiiheel CA 1 Phone 229 
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| 
Over 55 times a week 


Every week JAL offers a choice of over 55 convenient flights to destinations 
throughout Canada, the U.S.A., Mexico and South America. And on the Way, 
experience First Class — featuring JAL’s exclusive Sky Recliner seats and Sky 
Sleeper beds. Or JAL’s Executive Class — with special consideration for the 
businessman. JAL's TransPacific Schedule ... Convenience the way it was 
meant to be. Because ... serving you is our way. 
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THE Ways of bureaucracy аге 
Strange: Last week my wife, who teaches 
“the piano, hired a hall at the Hongkong 
Arts Centre so that her pupils could 
show off their paces to admiring parents 
and any friends who could be persuaded 

О asuccession of children, rang- 
from tiny tots to teenagers, playing 
по solos — and to' clap in the right 
S: 
"Booking the hall was a complicated 
exercise involving filling up two sets of 
orms in triplicate, one to get the Arts 
htre to set up the stage, the piano and 
the lighting, the other for the licensing 
ffice of Hongkong's laughable Televi- 
_ sion and Entertainment Licensing Au- 
thority. The chief function of this body 
appears to be to cut all scenes from films 
depicting affection between human be- 
| while’ indulging those who enjoy 
tnessing swordsmen beheading and 
disembowelling, superspies gouging and 
‘shooting and spacemen laser-frying and 
^de-atomising their various victims. 
Apart from that, the authority's boys 
smile benignly as cinema owners cut 


“| films (such as Chariots of Fire and The 


Deer Hunter) into incomprehensibil- 
ty so that they can maximise the number 
‚ of showings and as local TV stations do 
the opposite — stretching a 90-minute 
_ film to more than two hours by interrupt- 
ing it every 10 minutes” i 
advertisement 
guaranteed ta 
‘the product they а 
have insufficient ads. 
trailers for their own programmes. Any- 
sway, without the forms, intriplica 
Y is «уны unable to 


ut the violent demise of the 
Government. 
course the authority. re- 
| › ту wife's proposed piano 
| performances in the following terms: “I 
“wish to advise you that the above activity 
Il within the provisions of the 
Places of Public Entertainment Ordi- 
ter 172, Laws of Hong Kong 
Places of Public Entertain- 
| mit is required from me. How- 
| ever, you may wish to consult the Fire 
` Prevention Bureau and the Building Au- 
` thority on fire prevention measures and 
| safety requirements on temporary struc- 
ture if there is any. You may also wish to 
` seek the advice of the Commissioner of 
Police on crowd control problems." 
My wife pondered this for some time 
and concluded. as probably safe 
toto assume that the Arts tre was not 
| classified as a temporary structure and 
. that therefore there was probably no 


* need to consult either the fire experts or | 


the building people. In fact the occasion 
went off very su 
| failed to generate any 
iadness, so that sh 


пше gud she 
Iso decided › 


outing) or, if they 
with asinine 








-missioner of Police for his айусес оп соп- | 


trolling crowds. 

® THE Duchess of Windsor, news- 
papers reported last May, had sunk into 
a comatose state, having withdrawn 
from any interest in life since the death 
of her husband, the former King Edward 
VIII. Recounting the story of the former 
Mrs Simpson's romance with the British 
monarch, the Korea Times on May 18 
recalled: *The British Government pre- 
vented the king from marrying Mrs 


Simpson on the grounds that the Balti- | 


more socialite was twice divorced. So he 
abdicated in 1936 and married her in 
1937 in France, becoming a mere duck.” 

Richard Diggelmann, who spotted the 
report, comments that it will probably be 
dismissed as another press canard. 
© CHINA has its own, unique product 
— Healthy Balls. The directions make 
all clear: 

Directions 
Healthy Ball 


Healthy Ball is a traditional product of | 
“Baoding, famous throughout China and 
.the world. Being produced in the Ming 


Dynasty, the Ball has had a long histori- 
cal record. At that time. the Ball was 


. solid, which has been used to improve 
: the physique such as to limber up the 


joints. It has also been used by some as а 
tool for self-defence, The Ball remained 
solid till the Qing Dynasty, when it was 
fashioned out with an empty core with 


| two sound boards of different pitches. 


Healthy. Ball was first sold as a play- 
thing, which enjoyed wide popularity on 
thé home markets. Later on, through 
practice the Ball was universally 


acknowledged by the medical circle as à 
| kind of medical apparatus. The function 
of the Ball is to stimulate blood circula- 
"tions. to relax the muscles and the joints, 


It is also used for the prevention and cure 
of the numbness and tremling of the 
hands. arithritis of the fingers and wrists, 
and hypertension. Long exercises with 
the Ball can adjust the nerve centre, 
benefit the brain, improve the memory, 
help get over mental fatigue and prolong 
one’s life. 

Method: Hold two Balls. in the hand. 
Move them with the five finger clockwise 
or counter clockwise. After being able to 
play with skill you can as well have three 
or four Balls at à time. 

Maintenance: After using the Balla 
rub them with deerskin, soft cloth or 


wheat bran. Store in dry place. Keep, 


away from clamp and water 
Made in China 
Most important of all, keep them 
away from clamp! 
€ From the bottom of a neglected file 
emerged a letter written last year by 
Rod Nordland, who writes for the 


Philadelphia Inquirer, from Bangkok. 


Apologies for the delay, but liis observa- 
tions are timeless, He reports that 
carved in stone on the side of a temple at 
the: seven if holy Hindu baths of Galta near 


Jaipur, 





India, are. rule: 
гие 4, Sand 6 are: 
It does not suit for women to: ak 

bin among the male members. 

5. Spitting while swimming is quit 
bad habit. 

6. Do not spoil. others clothin 
splitting water while swimming.* 

In the last case, Nordland could 
figure out if the rule giver had 
ed spitting, or if he just meant 
In the case of Rule 4, since 
open to the public and ther 


 rently no club requiring me 


he was forced to think the rule was m 
literally. In any event, when hi 
there, all but one of the 
destroyed by flooding, an 

men were sharing the sami 
apparent incident. : 

e HE also spotted a si 

the Reference and Research 
(that is, the ^morgue") of. 
newspaper, dated September 1 
in Islamabad, Pakistan: | 


| Subject: Morning Staff 


No body is allowed tok 
during the office timings wit 
permission, otherwise he ill 
absent. 

` Editor, Reference 

Nordland couldn't make out th 
of the official who wanted to make 
no bodies leave the morgue without p 
mission. | 
e READER Н. Y. Cheah sends 
charming photograph he took on Gyps: 
Island, near Phuket in Thailand, of. 
notice near the doorway to the 
Education Centre. He comments that 
the Thais are a very polite people; t! 
wording is appropriate: ; 


€ AUSTRALIANS should be 
lerested in one American product ac- 
cording to Dr Michael Mates of Califor 
nia, who clipped this ad from a Un 
States. publication. He finds the ap 
paratus somewhat sinister, especially 
the makers invite those interested 
"call us collect for large quantity pric 
He fears that trans-Pacific telephone 
lines could be swamped by Aussies i 
terested in a product that promises 
deal with Englishmen either by crushing 
them or simply mailing them homer | 
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b In a fairly recent development, the 
L. 


Taiwan monitors contacts between China and Saudi Arabia, 


By Andrew Tanzer 

Taipei: At a time when unofficial contacts 
between China and Saudi Arabia appear 
to be on the upswing, relations between 
Taipei and Riyadh are flourishing as never 
before. 

In return for oil and political backing, 
Taiwan gives the Saudis a helping hand in 
agriculture, medicine and electrical- 
power generation through an array of 
technical agreements. In May, three de- 


D stroyers from Taiwan's navy called at Jed- 


dah, underscoring the friendship. Indeed, 
"Taiwan probably values its ties with Saudi 
Arabia more than those with any other 
country with which it maintains diploma- 
tic relations (South Africa and South 
Korea are the only close competitors). 

Observers see little reason to believe 
that the death of King Khaled will affect 
the close ties. His successor, King Fahd, 
may have put any fears to rest when he 
granted an audience to Taiwan's Foreign 
Minister Chu Fu-sung, who was in Saudi 
Arabia in June to attend Khaled's funeral. 
Fahd spoke glowingly of Taiwan-Saudi re- 
lations and called for increased economic 
and technical cooperation. The new king 
is a familiar face to Taiwan: as crown 
prince he hosted Taiwan Premier Sun 

un-suan's visit to the Kingdom in Sep- 
tember 1979. 

But Taipei will continue to monitor 
closely Saudi Arabia's movements vis-a- 
vis China. Recent developments such as 
visits by Saudi businessmen to the Canton 
trade fair, a US$500,000 donation from 
the Saudi-run Rabetat al' Alam al Islami 
(World Islamic Organisation) to the 
China Islamic Association and a world 
football cup qualifying match in Malaysia 
last year between Saudi Arabia and 
China, have raised some eyebrows in 


` Taipei (REVIEW, Jan. 15). Government 


officials winced when Fahd — then crown 
prince — shook hands with Chinese Pre- 
mier Zhao Ziyang at the Cancun North- 
South summit last October. According to 
one official, Taipei asked for a clarifica- 
tion of that incident, and Fahd gave one to 
Economics Minister Chao Yao-tung when 
the minister was in Riyadh in January for 
an economic conference. 

In à similar manner, Saudi Arabia is 
highly sensitive to Taiwan's links with Is- 
rael. Foreign Ministry officials in Taipei 
say they are not interested in purchasing 
Israeli-built Kfir fighter aircraft for fear of 
antagonising Saudi Arabia. Contacts with 
Israel — never extensive or highly publi- 
cised — have become covert, though 
Taiwan has bought Gabriel shipborne 
anti-ship missiles and there are reportedly 
still Israeli technical personnel in 
Kaohsiung training Taiwan's navy. 


_ the island’s top diplomatic partner and oil supplier 


Foreign Ministry has made a habit of issu- 
ing statements denouncing Israeli actions 
in the Middle East and toeing the Saudi 
line. Last year, for instance, it gave strong 
support to Fahd’s eight-point Middle East 
peace plan — (interestingly, Peking gave 
its stamp of approval to the proposal too). 
As one foreign analyst commented: “If 
they can do something to stroke the Saudi 
Arabians, they'll do it." 

The Foreign Ministry position does not 
necessarily represent the view of the 
Taiwan public. Although Taiwan is not 
deeply interested in the intricacies of the 
Arab-Israeli conflict, many people hold 
considerable sympathy and admiration for 


поп. if 
1 n cultural coope 
which governs exchanges of professors 
and students, and scholarships. 

About 1,100 doctors and nurses from 
Taiwan are currently in Saudi Arabia, 
staffing entire hospitals in Jeddah and 
Hofuf. Taiwan Power Co. (Taipower), 
the state-run electricity utility, has main- 
tained a mission in Saudi Arabia since 
1975 attached to the Ministry of Industry 
and Electricity. The mission’s first job was 
to supervise a rural electrification project. 

Since last year the mission — which now 
numbers 75 engineers — has acted as con- 
sultant on Saudi Arabia's 25-year, 
US$150-billion power development pro- 
ject, which began in 1978. According to 
Charles Li, chief of the Taipower mission, 
the team is responsible for updating, revis- 
ing, supervising and conducting test runs 
on the massive project. Li says Chinese 
are well received in the rural areas be- 
cause the people know that "anywhere 
there are Chinese, there is — or will soon 
be — electricity." 

For providing technical assistance in 


Sun; King Fahd: a familiar face. 


Israel, which they view as an underdog 
striking back. The Saudi Embassy is 
known to have complained to the govern- 
ment about the local media. 

Most observers say a visit by the late 
Saudi king Faisal to Taiwan in 197] paved 
the way for close ties. Taiwan-Saudi co- 
operation began before that. In 1964 
Taiwan dispatched five agricultural ex- 
perts to the kingdom to.cultivate special 
strains of rice. From rice cultivation, ag- 
ricultural assistance expanded to chicken- 
raising, fisheries, farming and irrigation. 
Taiwan now has 100 agricultural experts in 
Saudi Arabia. 


fficial visits to Saudi Arabia by then 

president C. K. Yenin 1977 and Sun two 
years later no doubt bolstered relations. 
But probably even more important was 
the establishment in 1975 of a permanent 
committee on economic and technical co- 
operation, which is the basis for coopera- 
tion in agriculture, industry, electricity, 
medicine, trade and communications. The 
two countries meet annually at ministerial 


fields such as medicine and electricity, 
Taiwan is compensated only in the form of 
the salaries paid to individual workers. 
The one exception was a US$153 million 
contract Saudi Arabia gave to Taipower in 
1977 for an electrification project at Al 
Baha. But the Saudis do provide Taiwan 
with low-interest loans from the Saudi 
Development Fund for infrastructural 
projects. To date, the Saudis have lent 
about US$200 million for telecommunica- 
tions, electricity and railway projects on 
the island. 

Apart from  government-to-govern- 
ment cooperative agreements, Taiwan en- 
terprises are sharing in the construction 
bonanza in the Gulf kingdom, winning 
contracts in open bids. The state-run 
Taiwan Fertilizer Co. entered a joint ven- 
ture with Saudi Arabia to build a giant 
US$375 million urea plant at Jubail. The 
300,000 tonnes-a-year plant is scheduled 
to be completed at the end of this year. 
Part of production will be shipped back to 
Taiwan. 

Although Taiwan's construction busi- 
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land's construction work. Since beginning 
` work there in 1972 Ret-ser has completed 
, contracts. worth US$1.2 billion and has 
: "USS$850 million of contracts on order. The 
“company’s first project was building a 
highway to Mecca. Retser president 
H.C. Yen recalls that construction of the last 
ms of the road tothe holy city had to 
be supervised by closed-circuit TV be- 
cause of the ban. оп non-Muslims ap- 
aching Mecca. Retser is finishing a 
$300 million expansion project for the 
audi Navy at Jeddah. About 4,000 of the 
J00 workers from Taiwan in Saudi 
Arabia are employed by the company. 















LE contrast to the large trade surplus in ser- 
. vices: Taiwan runs with Saudi Arabia, 
merchandise trade is. deeply in deficit. In 
"981 the gap was US$1.2 billion, with 
`; Taiwan’s imports from Saudi Arabia at 
"US$1.8 billion and exports at US$606 mil- 
‘lion. The gap has been cut somewhat so 
» far this year. Imports are almost entirely 
“oil. Taiwan depends on Saudi Arabia for 
40% of oil supplies, with a like amount im- 
“ported from Kuwait. Chinese Petroleum, 
the.state-run oil monopoly, is currently 
importing 140,000 barrels per day (b/d) 
from Saudi Arabia, 50,000 b/d by contract 
from thé Saudi Government and 90,000 

. bid from Aramco pa rtners. An increase in 
the oil contract from 20.000 b/d to 50,000 
b/d was one of the fruits of Suns’ 1979 trip. 

i гіз to Saudi Arabia are 
considerably. more. verse, consisting of 
building materials and consumer goods 
_ Such as garments, fabrics, footwear, lug- 
` gage and. electronics. Abdul Wahab Ali 










-. Al-Falaij, general manager of the Taiwan. 


branch, of ^ Carrbrow Investments, га 







c Kuwait- ‘Investment. апа trading 
` compan d the biggest barrier to in- 
- creasing exports to Saudi Arabia is the bad 


= reputation of Taiwan trading companies. 
The Saudis have repeatedly complained 
about trading companies which. bait 
buyers with samples of high-quality mer- 
chandise and switch to shoddy goods when 
they ship the products overseas. The situa- 
tion has become so bad that Taiwan’s 
Economics Ministry has instructed. the 
Ві of Commodity Inspection and 
~ Quarantine to inspect all exports to the 
“Middle East. 
“Trade disputes aside, relations between 
‘Taiwan and Saudi Arabia are flourishing. 
Despite some initial contacts between the 
“Saudis and, China, Taiwan observers do 
not foresee Riyadh switching allegiance 
{тот Taipei to Peking. They point out that 
- Taiwan-Saudi ties аге built on mutual in- 
terest and, more importantly, the fervent 








` anticommunist ideology the two sides- 


share binds the countries together. One 
indication that Saudi Arabia is not con- 
Y templating winding down its presence in 
E Taipei. is that the Saudis. аге currently 
negotiating a land deal in downtown 
.. Taipei to build what is expected to › be. a 

large and lavish new embassy 





“gineering ‘Agency has dominated the is- 


ае 








Changes li in the indonesian press law could result iii the 
government gaining more leverage : over the media. 


By Susumu Awanohara | 
Jakarta: Therc is concern in journalistic 
circles that a proposed amendment to the 
press; law will bring greater government 
control over the mass media. Like many 
Indonesian laws, both the effective press 
law and its amendment are abstract and 
the debate over them nebulous. It is clear; 
however, that the amendment will not re- 
sult in a drastic liberalisation which some 
would like to see. 

From the start, the 1966 press law, 
promulgated in the carly days of the New 
Order, had to be transitional. A minor 
amendment was made as early as 1967 but 
further reform was deemed necessary and 
discussion continued off and on until now 
Thus the amendment bill now in parlia- 
ment is not entirely the government's re- 

sponse to recent developments, notably 
the banning of. certain. publications for 
their coverage of the election campaign, 
as some suggest. One objective of the 
proposed amendment is to make the press 





law more up to date.. 


For one thing,- the heavily Sukarnoist 
rhetoric in the existing law will be trans- 
lated into New Order language. For exam- 
ple, the press as a “tool of revolution" be- 
comes a "tool of national Struggle," and 
instead of a ^ "Progressive" and "socialist 
Pancasila press, " the new ideal is for a 

"constructive" press which upholds the 
ideology | of Pancasila minus 
socialism. The amended press law will also 


cover advertising aspartof media activity. 


The key issue is the replacement of the 
current publishing permit, which news- 
papers and magazines must obtain, with a 
so-called publishing "business licence. 
What exactly this means has not been 
made quite clear but many in the media, 
comparing the current law and the amend- 
ment bill, assume that if there is to be a 
substantive change, it will tend towards 
less freedom and | greater responsibility for 
them. 

The existing law says that the govern- 
ment “with the press council" will decide 
on policy, whereas the amended version 
states that the government, "after hearing 
the press council's views,” will make po- 


_licy. While the press council has so far 


been made up of media representatives, it 
will in future include experts from other 
fields, including the government and so- 
ciety generally. The penalties for violating 
the press law have been made more speci- 
fic and slightly heavier in some cases. 
Another addition in the amendment is the 
obligation of the press to Struggle for and 
support the creation of ^a new interna- 
tional information order." 

On the other hand, the amendment 
guarantees the journalist’s right to protect 
his sources, except when it concerns na- 
tional security. Whil this right was al- 


‚ Law of 1981, its inclusion in the pr 


.try to control the pres 








.the amendment, 






































ready implicit in the Criminal: Р 


has-been welcomed by the media 
also guarantees the right of reply 
who are written about by a publi 
the pages of the same pub 
Information Ministe 


the change in. publicatio 
meant to "improve th 
press business." In p 

of the government-b 
argued that in abolisht 
cences, it was necessar 
the new. press law will 
libertarian, socialist - 
philosophies of the press. 
necessary to safeguard agains 
of the press by those who thre 
tional interest, he said Othe 
that foreign and adventurist. 





proxies. 


nother equally. Mamie e e 
the change of licensing i 
the current law has stressed the: ed 
aspect of publications, the new law : 
place тоге emphasis<on their bu 
ness side. Under the current system 
suspension of a. publishing permit o 
results in the closure of the specific : 
paper or magazine in question. The wi 
drawal of a publishing business licence 
may mean that all activities ofa compa 
one of whose publications is judged: 
have violated the press law, have to stop 
Although many observers, both. ins 
and outside the media business, have 
pressed great concern on this point, 
clear-cut explanation has yet to be made 
The debate оп (ће press law has give 
rise to another fundamental point. Som 
opposition party members, civil libert 
advocates and media figures, while à 
ing in principle that the press must. be. 
sponsible, challenge the notion that. thi 
government should be the judge of w 
ther or not a publication has failed in 
respect. These groups have suggested 
ically that an independent judi 
should make such a judgment before o 
cial sanction is exercised. 
Some observers feel that the pres: 
amendment illustrates the trend towa 
increasing authoritarianism of the govern 
ment, which started its rule with th 
port of virtually all social groups in 
mid-1960s and has inevitably. lost 
backing of some groups. Others see it à 
the government? s attempt to keep up w 
the times and to respond tothe pressure 
for greater democratisation. Which. 
these two views is closer to the truth is no: 
obvious from the text o£ the press law an 
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DEFENCE 


Reagan: Japanese F15: our country needs you. 


Uncle Sam wants Japan 


Tokyo decides to strengthen its air and naval capability, but 
experts say the Japanese could not fill a gap left by the 7th Fleet 


By Mike Tharp 

Tokyo: There has been scant public reac- 
tion to the disclosure in June by the ad- 
ministration of United States President 
Ronald Reagan of a five-year plan for 
American defence policy which focuses 
among other things on burden-sharing 
among US allies such as Japan. 

In one sense the comparative calm in 
Tokyo is surprising: high-level pro- 
nouncements from Washington about sec- 
urity matters, even if gleaned through 
press leaks rather than official channels, 
usually cause a stir. The 1976-77 decision 
of former president Jimmy Carter to with- 
draw gradually US ground combat troops 
from South Korea (which was later resci- 
nded) shocked the Japanese Government. 

In another sense, though, the lack of 
reaction to the Reagan administration's 
new defence guidance illustrates a con- 
gruency of views, at least among the de- 
fence establishments of Japan and the US, 
on mutual security issues. Opposition 
politicians and' some defence analysts in 
Japan criticise the Reagan administra- 
tion's tougher line towards Japan, and the 
Finance Ministry remains adamant about 
resisting big increases in spending. But 
military planners on both sides seem to 
have a lot in common. 

The guidance (REVIEW, June 18) sim- 
ply restated what senior officials from 
both governments have been discussing. 
and, in many cases, agreeing on for some 
time. Asone American diplomat in Tokyo 
put it: “There is no difference in the goal 
of defence — the basic difference is the 
speed with which it is accomplished." 


To emphasise the kinship of views, the 
Japanese Defence Agency (JDA) appears 
to be complying with US Government re- 
quests to strengthen its air and naval capa- 
bility. The Asahi Shimbun reported on 
June 28 that the JDA’s new five-year de- 
fence plan, beginning in the fiscal year 
from April 1, 1983, will have a budget of 
¥4.3-4.4 trillion (US$17 billion) to buy 
the main equipment for the plan. 

According to the newspaper, the JDA 
estimates that the Maritime Self-Defence 
Force, Japan's navy, will have about 75 
P3C Orion anti-submarine patrol aircraft, 
60 frigates and 15 submarines, and the Air 
Self-Defence Force around 150 F15 fight- 
ers, among other aircraft, at the end of the 
plan in March 1988. The JDA will order 
about 50 Orions, 15 frigates, 70 F15s and 
six submarines. Other equipment has al- 
ready been ordered under the plan, the 
newspaper said. 


Ithough JDA officials called the news- 

paper's report speculative and prema- 
ture, sources knowledgeable about the 
agency's actions indicated the substance 
of the report was close to the JDA’s likely 
proposal to other government ministries 
for upcoming budget negotiations. 

If true, several assumptions can be 
made: one is that Japanese defence spend- 
ing as a percentage of gross national pro- 
duct (GNP) will probably exceed the 1% 
level which has been the outer limit for de- 
fence outlays since 1967. The ratio to GNP 
was as much as 1.78% in 1955, when 
Japan’s total output of goods and services 





was relatively small. But, during the past 
decade, successive Japanese cabinets have 
been loath, because of public opinion, to 
surpass the psychologically important 
level of 1% of GNP. 

US Under-Secretary of Defence for Po- 
licy Fred Ikle recently told a congressional 
committee that Japan would have to 
spend at least 1.3% of its GNP over the 
next six years to cope with even small- 
scale conflicts. JDA officials declined to 
estimate what specific spending level will 
be needed to implement their so-called 
medium-term operations estimate, but 
they note that this fiscal year’s outlays are 
0.93% of GNP, so there is still some room 
for expansion beneath the 1% ceiling. 

One JDA official told the REview that 
since Japan's overall economic growth 
rate is expected to decline next fiscal year, 
"it will be very difficult to maintain the 1% 
level." Masayuki Fujio, chairman of the 
ruling Liberal Democratic Party's security 
subcommittee, declared in an interview 
with a Japanese newspaper in June that it 
would be impossible to attain the goals of 
the medium-term operations estimate 
while holding spending below 1%. 

Another assumption that can be made is 
that there will be more American pressure 
on Japan, with its new military hardware, 
to fill the gap that would be left if US forces 
were moved from the Far East to the Gulf 
or the Indian Ocean to meet any 
emergency. The Reagan administration’s 
defence guidance specifically calls on 
Japan to do that. This is the most sensitive 
part of the administration's guidance. 

Although Prime Minister Zenko Suzuki 
pledged last year in Washington that 
Japan would do more to protect the sea 
lanes up to 1,000 miles from Japan, there 
is little or no consensus in Japan on what 
filling the gap left by US forces would 
mean for Japan. “Even 1.3% [of GNP] de- 
fence spending may not be enough to fill 
the gap if the US 7th Fleet moves to the In- 
dian Ocean," said Masataka Kosaka, a 
professor at Kyoto University who spe- 
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cialises in security issues. Osamu Kaihara, 
a well-known defence commentator, 
adds: "The gap is so large it could not 
ever be filled by Japan." 

For many Japanese, defence represents 
the most important and touchy issue pend- 
ing with the US, despite the serious strain 
on bilateral ties from trade disputes. Re- 
sponsible officials are nervous about whe- 
ther Japan will be able to satisfy American 
expectations to bolster its defence capabil- 
ity. The basic US position, as outlined by 
former secretary. of defence Harold 
Brown and incumbent Casper Wein- 
berger, is that in the event of an outbreak 
of hostilities in the Gulf or Indian Ocean, 
elements of the US 6th and 7th fleets 
would have to be diverted there. 


hat is the rationale for wanting Japan to 

do more for its own defence — not be- 
cause the US would do less, but because it 
would have to shoulder more respon- 
sibilities crucial to Japan's own security, 
such as protecting oil shipments. Japanese 
policymakers understand this thinking, 
but many do not understand vague 
generalities, such as filling the gap, or the 
constant American harping on meaning- 
less percentages of GNP as a barometer of 
how well Japan is upgrading its military 
capability. 

"[tisclear Japan has not done enough in 
its effort for security, so it is natural for the 
US. to. want more from Japan," said 
Kosaka, “but instead of dealing in vague 
symbols, we should deal in more concrete 
realities.” 

In some conservative congress circles in 
Washington it has been suggested that 
a logical development of the defence 
guidance would be for Washington to ex- 
pect Japan to send troops to the Gulf of 
Thailand or South Korea if gaps de- 
veloped there during an emergency. 

No responsible political or administra- 
tive leader in Japan would seriously enter- 
tain the idea that Japanese troops should 
be dispatched elsewhere in the region. 
Such a suggestion would not only outrage 
the Japanese leadership and public, but it 
would also undo the careful coordination 
on defence the US Government has 
formed with Japan over the past several 
years. 

It is safe to say that if any credence were 
given to that idea bv officials in Tokyo, 
the government would fall quickly. and a 
coalition, now a near inipossibility, would 
become much more likely. The conserva- 
tive aides’ proposal would also antagonise 
all of Southeast Asia and South Korea. “It 
is not feasible or realistic thinking." said 
one Foreign Ministry official. 

On June 30, however, Foreign Minister 
Yoshio Sakurauchi departed substantially 
from the government's present policy 
when he told a Diet committee he would 
study whether the self-defence forces 
could be sent overseas for peacekeeping 
missions. He noted, however, that Japan 
could not send troops abroad for a United 
Nations mission if it involved military 
combat. Sakurauchi's comments are cer- 
tain to spark criticism from opposition 
parties. 
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VIETNAM 


The purge 
goes on 


More changes in Vietnam's 
political leadership reflect a 
thoroughgoing bid for reform 


By Ton Long 

Washington: The process of re-shaping 
Vietnam's political leadership, set in mo- 
tion by the communist party's fifth con- 
gress in March, continued at the seventh 
National Assembly, which ended its third 
session in Hanoi late in June by announc- 
ing important changes in the composition 
of the State Council. Most notable among 
them was the dropping of that body's sec- 
retary-general and vice-chairman, Xuan 
Thuy. 

Thuy, the former head of the Vietnam- 
ese delegation to the Paris peace talks, has 
now lost his important positions in both 
the party and the government, having 
been dropped from the central committee 
at the party congress. The only office of 
some importance he still apparently holds 
is the vice-chairmanship of the National 
Assembly. He is also head of the Soviet- 
Vietnamese friendship association. Both 
posts are largely ceremonial. 

Le Thanh Nghi, formerly a top 
economic planner and a vice-chairman of 
the State Council since June 1981 — which 
is also when Thuy was appointed to his 
State Council positions — takes over as 


| secretary-general. Some Western obser- 


vers speculate that Nghi was given this 
post by Truong Chinh, the second-ranking 
politburo member and State Council 
chairman, as part of Chinh's bid to con- 
solidate his power in the government. 
Chinh and Nghi are known to be hard- 
liners in economic policy. 

However, the secretary-general posi- 
tion carries only nominal additional re- 
sponsibilities, and can hardly be regarded 
as a promotion for Nghi, who left the 
politburo in March though still retaining 
his seat on the central committee. 

The National Assembly also removed 
Nguyen Thanh Le from membership of 
the State Council and the chairmanship of 
the National Assembly's foreign relations 
committee, Le was dropped from the cen- 
tral committee allegedly because of his 
disagreement with the foreign-policy line 
adopted by the party leadership. 

Vu Quang, one of the lesser-known 
central committee members, took over 
both of Le's positions. Quang was for- 
merly the head of the assembly's commit- 
tee on youth, teenagers and children. His 
background is reportedly mainly to be 
working with the Ho Chi Minh Com- 
munist Youth Union. 

Former premier of the now defunct Pro- 
visional Revolutionary. Government of 
South Vietnam Huynh Tan Phat be- 
comes vice-chairman of the State Council, 
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55е] public heálth and 
welfare committee, replacing 
. Thi. Dinh, president. of. the 
nion. Duong Quoc Chinh lost 
ibership of the central committee 


) ry for Mrs Gandhi 
he turns down a ple 


contest on J uly 12 is beyond doubt. 
' Minister. Indira Gandhi's ruling 
ress party has a formidable majority 
lectoral college — parliament and 

| ipii — which will ensure 














e H.R: ‘Khanna, a former Sapiens 
udge, has little hope of securing 
dissident Congress votes. 
n recent months the opposition has 
Jed for an all-party consensus over 
choice of a presidential candidate. But 
Gandhi brushed aside opposition 
s and chose a blatantly partisan 
yalist, adding to the opposition's fears 
at she is bent on devaluing the office of 
e. president. The opposition also sus- 
ets that by having a pliable president 
Gandhi is making it easier for her ap- 
arent plan to amend the Constitution to 
ring in a French-style presidential gov- 





1950, based largely on the хранио, 
оде! of democracy, every president has 
been a „а nominee. of зе prime minister. 








; presidential éholce i is assured 
for a consensus candidate 








LE Mare 1977 general elections and the 


P 
bly during its June session. Phuong" s de- 
puty, Le Duc. Thinh, replaces him as 
minister of home trade. 
Vo Chi Cong and Nguyen Lam gave up 
their vice-premierships in the government 
to devote themselves fulltime to party af- 
fairs, Cong is a: politburo member and 
Lam is the secretary to the party's sec- 
retaríat. The fact that Cong and Lam have 
left the government. emphasises the 
party's policy of separating. the respon- 
sibilities of state and party, as politburo 
member Le Duc Tho stressed in his report 
to the party congress in March. Cong and 
Lam are also. known. supporters of 
economic liberalisation. 
Two other new vice-premiers are Gen. 

Dong Si Nguyen. alternate member of the 

and. Sr Dinh Lieu, a central 


gs, the deficit, considering the pro- 
blems with tax collection and. revenues 
that have been reported recently in the of- 
ficial media. It is known that the increase 
in salaries of civil servants and cadres and 
the policy of purchasing food grain from 
farmers at higher prices have imposed a 
drain on state finances. 




















he assembly also formally approved 
several appointments to and dismissals 
from the Council of Ministers. The re- 
shuffling of the cabinet, announced in 
April, promoted two proponents of liberal 
economic reform, Vo Van Kiet and Tran 
Phuong, to vice-premiers...Kiet, former 
secretary of the Ho Chi Minh City party 
committee, became a politburo member 
in March. He also assumed the chairman- 
ship of the State Planning Commission. 
Kiet's appointment, analysts agree, 
lends support to the new economic policy 
on the product-based contract system to 
stimulate production both in agriculture 
and industry. 
Phuong, an economist, became a vice- 
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Reddy, who wanted | venge his 1969 de- 
feat. Janata sought the opposition's sup- 
port for its candidate and as the Congress 
did not put.up.its own candidate: Reddy 
was elected unopposed...» 
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considerations. The next two heads of 
state — philosopher S. Radhakrishnan 
and Islamic scholar Zakir Hussain — were 
far removed from the nitty-gritty of poli- 
tics and were acceptable to most parties. 

The introduction of politics into the 
presidency began in 1969 after the death 
of Hussain, when the Congress party wit- 
nessed a fierce conflict over its presiden- 
tial nominee. Rightwing leaders who con- 
trolled the Congress party apparatus 
nominated Neelam Sanjiva Reddy, a like- 
minded party stalwart who could act as a 
counter to Mrs Gandhi, who had 
downgraded the party’s voice in running 
the affairs of state. The conflict eventually 
split the party and in the process Mrs Gan- 
dhi stage-managed the defeat of the Con- 
gress nominee by independent candidate 

. V. Giri. 

In 1974 Mrs Gandhi handpicked Fak- 
hruddin Ahmed to succeed Giri. In mid- 
1975, when she faced efforts to oust her, 
Ahmed rubber-stamped the declaration 
of the state of emergency. The death of 
Ahmed in February 1977 resulted in 
another presidential election later that 
year. By then Mrs Gandhi and her Con- 
gress party had been defeated in the 
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iri the past 30 
m was ending, the 
ested. that the next presi- 
by consensus and cited the 
1977 precedent. But she rejected this, 
contending that, except in 1977, the presi- 
dent had always been chosen through a 
contest and her party had not opposed 
Reddy in: 1977 because the Janata Party 
had a clear majority. Now her party had 
the majority and the opposition would do 
well to accept her candidate because there 
had to be a rapport between the head of 
state and the head of the government. 
Е after rej ting the opposition's 
plea, she could. have chosen someone - 
acceptable to the. opposition which had 
suggested Vice-President M. Hidayatul- 
ustice, as thé consen- 
ut she flouted the opposi- 
tion by choosing Zail Tat her lack- 
























































hibited loyalty eG 
scribed by the media as a small-time politi- 
; Punjab’s chief minis- 
gency. If Mrs Gandhi 
ikh а$.а sop tO the. IE 



















rt power. Janata, which. 







Communications and Tránsport Ministry, 
headed by Thien, was blamed for faulty 
food distribution and a slow-down in the 
transport of essential goods. 

Charges of incompetence in manage- 
ment were reported to have been the main 
reason for the changes at the ministries of 
supply, light industry and finance and the 
office of the government inspectorate. 

As a prelude to their dismissal from the 
government, these ministers were drop- 
ped from the central committee during the 
party congress. In a parallel move, five 
newly appointed ministers were elected to 
the central committee, also at the con- 
gress, paving the way for their assumption 
of power in the government. 

Whereas the changes in the State Coun- 
cil will have only a nominal effect on the 
day-to-day affairs of the government, the 
appointments and dismissals in the Coun- 
cil of Ministers reflect the party's priorities 
of strengthening the management of the 
economy and solving the problem of food 
production. The choices of the new top of- 
ficials, many of whom appear to have a 
technocratic background, confirm that the 
top leaders' foremost intention is to put 
their economic house in order. 


minister Swaran Singh and former 
speaker of parliament G. S. Dhillon who 
could have become India's first Sikh presi- 
dent. 

Analysts therefore conclude that Mrs 
Gandhi chose Zail Singh because she 
wanted a president who could be her poli- 
tical instrument. The powers of the presi- 
dent have been debated inconclusively by 
constitutional experts since 1950. The 
elected president, while being the head of 
the executive, exercises his authority on 
the advice of the council of ministers 
headed by the prime minister. 

B. R. Ambedkar, a former law minis- 
ter and the architect of the Constitution, 
described the president as a "ceremonial 
device on a seal by which the nation's deci- 
sions are made known." Mrs Gandhi 
seems to interpret this literally, making 
the president a figurehead. 

With a government firmly in the saddle, 
an impartial president can at best be an ir- 
ritant to the prime minister. But if no 
party has a clear majority in parliament or 
there is a crisis in government, the presi- 
dent can appoint a prime minister of his 
choice who in turn can wield the power of 
government patronage to secure the 
majority. Such instances have occurred at 
the state level where the governor's posi- 
tion is similar to the president's. Recent 
by-elections have shown a waning of sup- 
port for the Congress and if after the next 
parliamentary election Mrs Gandhi does 
not obtain an absolute majority, a loyalist 
president could be useful. 

Some analysts, including opposition 

ı leaders, maintain that an impartial presi- 
dent would also be able to thwart Mrs 
Gandhi's plans for amending the Con- 
stitution. Reddy was known to oppose 
such plans. 
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о a sixth successive roof has been 

found in Hongkong for the distin- 
guished Foreign Correspondents’ Club 
(FCC) since it escaped from “liberated” 
Shanghai in 1949 and found its first 
sanctuary at a Kotewall Road home — 
half-way up the Peak. 

Since then it has flourished in princely 
quarters on Conduit Road (1951-61), a 
penthouse in Central District (1961-63), 
the top floor of the Hilton Hotel (1963- 
68), and the 14th and 15th floors of 
Sutherland House. 

The new address is the old Dairy Farm 
building at the corner of Wyndham and 
Ice House streets, which, happily, keeps 
the pressmen’s headquarters still in Cen- 
tral. 

The shift was directed by the FCC's 
astute president at the end of his second 
year of office, Donald Wise, FOCUS 
Editor of the REVIEW. 
He had been the FCC's 
27th president, and the 
fifth to have served for 
two terms. (For the re- 
cord, the others were: 
Greg MacGregor, New 
York Times; lan Stewart, 
New York Times; Forrest 
[*Woody"] Edwards, As- 
sociated Press, and Tony 
Paul, Reader's Digest.) 

Retired governor Sir 
Murray (recently named 
Baron) MacLehose, let 
it also be recalled, 
helped greatly in the dis- 
covery of the new pre- 
mises and the essential 
escape from the month- 
ly rent rise from 
HK$40,000 (US$6,800) 
to more than HK$100,000 
їп Sutherland House. 
However, there will 
need to be expenditure 
of around HK$500,000 on renovation 
for the damp 60-year-old building, which 
the Dairy Farm has used only for storing 


milk-bottles and parking the company's 


vehicles and ice-cream tricycles in recent 
years. 

Senile members in residence in Hong- 
kong — or in retirement around the 
world — still cherish memories of the 
former FCC premises. The regal Con- 
duit Road mansion — which was next 
door to my own humble apartment when 
I first arrived in Hongkong from Tokyo 
in 1956 — was the best we ever had, 
with high-ceilinged bedrooms, a shrine 
and an open balcony overlooking a 
huge lawn and a full view of the har- 
bour. It was there that I first met and 
danced with Han Suyin, after part of her 
A Many-Splendoured Thing had been 
filmed in the grounds. The Hilton 
Hotel's 25th floor was our convenient 


MacLehose: a friend in need. 





base during the 1967 riots and, alas, the 
scene of a mysterious dive to death from 
one of the windows by someone who had 
never given any warning of suicide. But, 
of course, old press clubs around the 
world all have these mixed memories. 

The celebrated FCC Japan, now on 
the top floors of a Tokyo skyscraper near 
Gen. Douglas MacArthur's one-time 
Occupation headquarters, was originally 
housed in a five-storey, brownstone 
building at No. 1 Shimbun (newspaper) 
Alley, with a stone Shinto shrine on the 
roof. 

In 1947-48, when I had had a row with 
my then Sydney boss, I got the job of al- 
legedly managing the club — for US$80 
a week, plus free board and half-price 
drinks. My window in Room 7 on the 
fourth floor surveyed the large windows 
of showers and two bedrooms in a Soviet 
Embassy women's billet 
next door. The Russky 
girls seldom drew the 
blinds and I always had 
correspondent 
join me for breakfast at 
the window. (We noted 
that there were more bru- 
nettes than blondes in the 
Soviet mission and few 
were really statuesque.) 

But what a job it was 


tion, front-page stories, 
breaking glass, knuckle 
play and folk-singing in 
the packed bar; an occa- 
sional crackle of random 
small-arms fire on the 
top floor, where some of 
the prickliest gun-happy 
Pacific-war veterans 
were holed up; the 
tumult of the Japanese 
band playing its theme 
song, Sioux City Sue, in 
the dining-room; the smell of burnt ham- 
burgers, spaghetti and meat-balls rising 
greasily from the army kitchen in the 
basement and frequent panic near the 
reception desk when the terrified occup- 
ant of one of the ancient retiring-rooms 
burst out, screaming and en deshabille, 
after a pulled chain had inexplicably re- 
leased boiling water and hissing steam 
into the receptacle. 

However — as in Hongkong — those 
were the old days. The FCC Japan has 
made three moves to its present hand- 
some premises, and from the top library 
windows on a fine day you can see Mt 
Fuji. The Japanese staff — like the 
Chinese staff in Hongkong — always 
recognise and greet transient visitors, 
who always find their oldest foreign- 
devil mates at the bar. Without press 
clubs, it would be a dull and impossible 
world for travelling pressmen. 
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By John McBeth and Paisal Sricharatchanya 


Bangkok: Thailand is approaching yet 
another political intersection on its way to 
the general election scheduled for early 
1983. What direction it takes depends 
largely on whether the kingdom's power- 
holders are as willing as some Bangkok 

licemen to experiment with the traffic 
fights or merely allow matters to take their 
usual unpredictable course. 

At the centre is Prime Minister Prem 
Tinsulanond, the retired army comman- 
der who — given his background and per- 
sonality — could normally be expected to 
recoil at the prospect of negotiating a poli- 
tical path strewn with civilian oppor- 
tunists. Indecisive, aloof, a stickler for po- 
liteness and etiquette, he symbolises what 
academics have come to call *the reluctant 
army ruler syndrome." Yet clearly he likes 
the premiership and at this stage there are 
no real doubts that he will remain in the 
driver's seat after the next elections simply 
because there are no alternatives in sight 
and certainly none with the same mantle 
of monarchistic approval he enjoys. 

The real question, however, is whether 
Prem and those around and above him are 
looking to gamble on a new route in a 
country where the important institutions 
are traditionally uncomfortable about 
major diversions for fear that they will 
lose their grip on the wheel 

Opinions are greatly mixed, but what 
has emerged in recent weeks has been a 
scenario under which Prem — and possi- 
bly other, currently non-clected cabinet 
figures of stature — will join former pre- 
mier Kukrit Pramoj's Social Action Party 
(SAP) and, in effect, turnit into an irresis- 
tible force, legitimised and underpinned 
by the monarchy, the military and the 
bureaucracy. The way this thinking goes, 
Prem would stand for election in Nakhon 
Ratchasima, the Central Plains city where 
he was based as 2nd Army commander 
and which he used as the springboard to 
put down the April coup last year. 

Such a move is seen as enhancing the 
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possibility of a single party achieving what 
up to now has been out of reach: the secur- 
ing of a majority in the expanded 321-seat 
lower house, the House of Representa- 
tives. It would also serve to resolve Kuk- 
rit’s dilemma of finding an heir-apparent. 
There is opposition within the ranks to 
former economic overlord Boonchu 
Rojanasathien and there is the strong 
likelihood that without Kukrit's personal 
prestige the SAP would fall apart at the 
seams. 

From what can be learned, the idea has 
been floated by the SAP itself and some 
politicians portray it as Kukrit's last initia- 
tive before he steps down from active poli- 
tical life. But there are signs also that the 
party may merely be launching a trial bal- 
loon that was inflated elsewhere. 

Speculation over Prem's intention to 
run in the election and the party banner 
under which he will campaign has been 
fuelled by a series of meetings he has had 
with Kukrit, including a well-publicised 
session in the northern hill city of Chiang 
Mai, where the premier paid a special call 
on the aging SAP leader at his holiday 
home. The REVIEW has learned that dur- 
ing one conversation Prem made it known 
he was committed to continuing as pre- 
mier and said he agreed with Kukrit that in 
doing so he should run for election. 


tis understood that Kukrit stopped short 

of actually inviting Prem to join the 
SAP, but the train of the conversation was 
taken in some quarters as an agreement in 
principle. Well-placed sources say a for- 
mal invitation will be extended in the near 
future. If an announcement is made, insid- 
ers believe it will not be until after the 1983 
budget bill is passed at an extraordinary 
session of parliament next month so as not 
to hamper Prem's political neutrality. Par- 
liament then goes into recess until after 
the elections, leaving the premier with a 
freer hand to make his expected move. 

Adding considerable depth to the 
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scenario is Foreign Minister Sitthi Sawet- 
sila’s decision last week to seek SAP mem- 
bership “so I can play politics openly to 
serve the country," something his aides 
had been hinting at for some time. What 
makes this all the more significant is that 
several weeks ago certain senior Asean of- 
ficials were told privately that Prem as 
well as Sitthi would be joining Kukrit's 
party. 

One source explained the situation by 
saying: "Kukrit now sees the benefit of 
having Prem, and Prem is seeing the bene- 
fits of joining SAP." Senior sources in the 
225-man senate, which lends significant 
support to the government in joint ses- 
sions of parliament, have also picked up 
indications that Prem may throw in his lot 
with the SAP, though they make it clear 
that they have reservations about the wis- 
dom of the move. As one put it: “Power 
corrupts and those who have power must 
have a strong director to steer them 
through." 

Many politicians are still not convinced 
Prem is ready to make a firm decision on 
what course he will take. A former cabinet 
minister more familiar than most with the 
premier's style of doing things feels Prem 
probably needs an arrangement with the 
SAP if he is destined to serve another 
term, but Says this does not necessarily 
mean he will join the party. “Prem starts 
from the position that if possible he'd 
rather not have anything to do with them 
[political parties]," he said. 

Opposition Prachakorn Thai (Thai Citi- 
zen) Party leader Samak Sundaravej tends 
to agree. “I think Prem would prefer to 
play it the safest way," he said. “I think he 
would prefer not to run." So, too, does 
Democrat Party leader Pichai Rattakul, 
who commented: "It would be ideal if 
Prem ran in the elections, but there would 
be certain risks involved. As things stand 
now, he can simply remain non-commit- 
ted." 

But can he? After the elections, proba- 
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bly.about March next year or even sooner, 
the automatic suspension of transitory 
clauses in the four-year-old Constitution 
will rob the senate of its ability to act as 
what has been called "the government's 
largest party." With the appointed upper 
chamber unable to vote on no-confidence 
motions, the budget bill or other impor- 
tant legislation, the government in power 
will be left once again to keep itself afloat. 


here is a fear in many quarters that the 


military will simply clean the slate, 


contending that the four-year transition 
period has been insufficient to lay the 
groundwork for stable government. 
Looking back on a history of 14 coups and 
attempted coups since the end of the abso- 
lute monarchy in June 1932, no one can 
rule that out. Equally depressing is the 
prospect of another multi-party coalition 
beset by internal squabbling and incapa- 
ble of pulling together; analysts can point 
to any number of major projects which 
have failed to get off the ground because 
of conflicts of party interest. 

The third course is a gamble, but recent 
developments suggest it is the most likely 
if efforts are under way to develop a new 
form of government. The trend towards 
one-party systems in some parts of Asia, 
lined up against a loyalist or token opposi- 
tion, is marked and cannot have been lost 
on Prem's military advisers. The premier 
may feel that any party supported by the 
monarchy, the bureaucracy and the mili- 
tary, with himself and other prominent 
ministers in its ranks, would be a difficult 
one to beat at the polls. 

If this is what has been prescribed, the 
prime minister is committed to make a 
choice, knowing that nothing is less cer- 
tain than the impossible dream of a par- 
liamentary majority. “No matter what in- 
novation, I just don't think the next elec- 
tions will deliver a majority party," said 
one senator, summing up what appears to 
be the consensus of opinion in political cir- 
cles. 

“Prem has to be sure he can control the 
lower house," commented another au- 
thoritative source who feels the sights may 
have been set somewhat lower. *He has to 
choose a party with the most potential to 
win the election, not a majority perhaps 
but with enough seats to ensure he only 
needs one coalition partner." 

But he can also hold off. The failure last 
week of a government-sponsored but non- 

` partisan Constitution Amendments Bill 
now means that if early elections are held 
MPs can stand as independents and do not 
have to join a political party until April 22, 
the date the transitory clauses are dropped 
and provisions stipulating party member- 
ship in the main body of the charter be- 
come effective. This would allow Prem to 
enter the election uncommitted and then 
join the SAP later, provided the party 
does as well as expected. Logically, how- 
ever, such a decision would take the sting 
out of SAP's potential impact on voters 
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and lessen the prospect of a decisive re- 
sult, given the aura of legitimacy the pre- 
mier has at his command. 

Even a two-party coalition may be a dif- 
ficult proposition, but there are other con- 
siderations. If Prem is considered indeci- 
sive, it is not because of a lack of political 
experience. Forgotten by most is the fact 
that the premier, his predecessor Gen. 
Kriangsak Chomanan, current supreme 
commander Gen. Saiyud Kerdphol and 
former influential figures such as Gen. 
Yos Thephasdin na Ayutthaya — all then 
at the rank of colonel — served on a 50- 
man constituent assembly during the 
1960s when Thailand was without a par- 
liamentary system. 


n many ways, the assembly became a 

breeding ground for the second layer of 
Thai military leaders who emerged after 
the overthrow of field marshals Thanom 
Kittikachorn and Prapas Charusathiara in 
October 1973, a watershed in modern 
Thai politics that brought the age of the 
military strongman to an end and opened 
up the pot-holed path towards political 
evolution. 

“When you look at the leadership pat- 
tern, you look at two strains — one politi- 
cal and the other military,” notes Chai- 
Anan Samudavanija, a prominent politi- 
cal scientist and author of a recently pub- 
lished book on Thailand's Young Turk 
coup-makers. “This, is contrary to the 
often-stated comment that Prem has no 
political experience. The fact is he has had 
a lot of political experience.” 

What the premier is not equipped for, 
however, is dealing with civilian politi- 
cians, who are generally looked on by the 
military as troublesome and far too preoc- 
cupied with furthering their own interests 
rather than those of their constituents or 
the country as a whole. 

Although there were clearly other more 
compelling reasons for the coup Thanom 
sprang on his own government in 
November 1971, a statement justifying 








that action reflected his attitude towards 
politicians. He said: "Never in my long po- 
litical career have MPs caused such trou- 
ble." 

There may have been some equally 
pungent remarks after the recent no-con- 
fidence debate against 24 ministers in 
Prem's cabinet (REVIEW, June 18). Al- 
though the opposition was outmanoeu- 
vred during the debate, the surprise came 
in the voting where it was obvious coali- 
tion partners SAP, the Democrats and the 
Chart Thai Party of Deputy Premier 
Pramarn Adireksarn either abstained or 
cast ballots against each other. A senior 
SAP source hàs acknowledged that if 
Prem was looking to Kukrit to guarantee 
control over the party if he joins, the out- 
come of the debate may have given him 
cause for reflection. 

Prem is not alone in his distaste for civi- 
lian politics. Apart from strongman Field 
Marshal Sarit Thanarat, who held power 
from 1958 until his death in 1963 and is still 
regarded with considerable respect by the 
older generation, military men have tradi- 
tionally been more interested in keeping 
power than assuming full responsibility 
for political leadership. It is for this reason 
they have continued to seek coalitions 
with civilian politicians and why any civi- 
lian aspirant for the premiership has had 
to have close links with the military. In 
other words, when civilian government 
emerged, it was not as an independent 
body but as an alliance with the military. 

It is a strongly held view among many 
influential figures that if Prem does run for 
election he must take on a far more active 
and direct political role. *I don't care if the 
military has power, as long as they know 
how to use it," one former minister told 
the REVIEW. "Are they prepared or ready 
to take that sort of responsibility? The way 
things stand, they are still shy to talk about 
politics. If they came right out and got in- 
volved, then there would be fewer and 
fewer problems." 

While most are realistic enough to re- 
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academics alike complain they have no 
coherent understanding of what the mili- 
tary is thinking. One civilian senator esti- 
mates that odiy about five of his roughly 


+ 180 military colleagues have any real ideas 


on Thailand's political future and another 
rails against the way the senate blindly 
supports the government without offering 
anything constructive in the way of sug- 
gestions or guidance. 

Another one-time cabinet member de- 
scribes the military as speaking in a “bab- 
ble of voices" and is critical of its top lead- 
ers for expounding “half-baked ideas,” 
ideas which he claims are drawn in a 
haphazard fashion from different sources 
together. Prem 
himelf, he says, favours government by 
committee, but while he delegates author- 
ity, he is never prepared publicly to sup- 


- port the person to whom he delegates it. 


If Thai politics has become a vicious cir- 
cle, it has bred circles within circles. There 
is little chance of Thailand developing a 
mature political system when the military 
continues to intervene, even at the cost of 
widespread chaos: during the period since 
the 1932 revolution, army prime ministers 
have held power for more than 37 years, 
their civilian counterparts for only 11 
years. Then there is the contention that to 
be successful in the long term, a govern- 
ment must stay afloat even if problems are 
not solved or seen to be solved in the in- 
terim; to exacerbate matters, Thai admin- 
istrations have a puzzling tendency to set 



































Bangkok: Attempts to tinker with Thai- 
land's four-year-old Constitution are en- 
countering stern opposition from the mili- 
tary-dominated 225-man senate, which 
appears to be growing increasingly ner- 
vous over the prospect of losing much of its 
power when transitory clauses attached to 
the charter are automatically revoked on 
April 22, 1983. 

Indeed there has been considerable 

conjecture in recent weeks about moves 

afoot to extend the clauses and allow the 
upper house to continue to sit in joint ses- 
sion with the 301-man House of Represen- 
tatives on important legislation and also 
during no-confidence debates. As one 
diplomatic observer said: “The senate is 
now waking up to the implication of what 
it all means and it doesn't like it.” 

Once the temporary provisions are 
dropped, the government will have to 
stand on its own feet in lower house vot- 
ing, something which is obviously causing 
nervous flutters among civilian politicians 
as well, given Thailand's history of mili- 
tary intervention during times of par- 
liamentary instability. “It is hard to pre- 
dict if the political system is mature 

enough yet to absorb a situation where the 
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short-term popularity. 
Thailand is therefore something like a 
shipwrecked sailor swimming from one 
desert isle to the next, hoping cach time 
the shoreline will be more hospitable but 
not plotting any coherent or deliberate 
course. Can this marathon go on? There is 
probably no reason why it cannot, at least 
in the immediate future. But asthe growth 
rate slows and economic problems be- 
come increasingly complex, so the need 
for effective political institutions and 
leadership becomes more acute. 


t is a recognised fact that Thais are more 

preoccupied with finding an accept- 
able leader than seeking ways to 
strengthen a system which will guarantee 
greater popular participation and a 
bureaucracy more responsive to the needs 
of the rural population. The root causes lie 
in the kingdom's past history of pater- 
nalism, first under the absolute monarchy 
and then under the bureaucratic elite that 
succeeded it, reinforced by a traditional 
pattern of behaviour in which deference to 
position and power is paramount. 

Thailand's power-holders have never 
been prepared to tolerate the sort of'con- 
frontation and debate which are the essen- 
tial ingredients of participant politics, re- 
garding them as a threat to national sec- 
urity — the catch-phrase used to justify 
the majority of past power-plays. 

But it is also true that political parties, 
most of them with vaguely worded policies 
and only a few with any real cohesion, 





The politicians' problem: 
soldiers over their shoulders 


senate does not have a say," said one party 
leader. “I feel the senate should still have 
a say in the sense of being allowed to vote 
on a no-confidence motion." 

What remains to be seen is whether the 
senate is prepared to gamble on the 
emergence after the coming elections of a 
stable government equipped with a com- 
fortable majority, or whether it will push 
for a continuation of its current power- 
balancing role. 

The recent defeat of a government- 
sponsored bill seeking revisions to sec- 
tions of the Constitution affecting general 
elections was an ample demonstration of 
the senate's influence, though observers 
found it difficult to equate the failure of 
this legislation with the self-professed de- 
termination of the upper house to 
strengthen the party system. 

Lost in the furore over whether the gov- 
ernment should resign on what was essen- 
tially a non-partisan issue were the impli- 
cations of the bill's rejection, in particular 
that politicians do not have to belong to 
parties until the main body of the Con- 
stitution becomes effective on April 22. 

If elections are held before that date, as 
is widely predicted, the elections now 
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litics is universally scen 
as a dirty business. Responsible politicians 
acknowledge the basic weaknesses. As 
one put it: “In the last four years, no one 
has worked towards a viable political sys- 
tem. Everyone thinks they should get into 
politics to grab state power. In other 
words to become ministers. Nothing has 
been achieved." 

Kanin Boonsuwan, an MP from the 
eastern seaboard province of Chon Buri, 
feels the parliamentary mechanism as it 
stands now does not work in the sense of 
any interaction with the bureaucracy. “In 
the time of military rule, the people had to 
depend solely on the bureaucracy and 
what happened was the underprivileged 
could not get any help,” he explained. 
“Now the underprivileged go to their 
МР, but the fact is that instead of working 
through parliament, the MP must deal 
with the bureaucracy directly, using his 
own influence and personal contacts." 

Starting from the position that real 
power in Thailand is held by the military 
and the bureaucracy, a fact of life that de- 
mands accommodation, Kanin adds: 
"What we can do is to build up 


country where po 





Thai troops: a political role. 


offer the promise of the same profusion of 
candidates as has dems A past na- 
tional polls. “The senate has been saying it 
wants to strengthen the party system, but 
from what Ї can see it is in reverse 
gear," one analyst told the REVIEW. 
"Frankly, I don't think this [the negative 
vote] was what it was all about." 

Few people do, short of seeing the re- 
jection as muscle-flexing. But there is un- 
likely to be a repeat performance for other 
proposed amendments. Prepared by a 
special committee of the lower house, a 
package of 33 changes to 29 clauses in the 
charter was going through its first reading 
in early July, but both government and 
opposition MPs have been convinced for 
some time that the legislation will either 
be delayed until parliament goes into re- 
cess or simply watered down to a point 
where there is little to get excited about. 

The amendments propose among other 
things an elected MP as prime minister, a 
trimmed-down 29-man cabinet — half of 
which must be made up of lower-house 
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| bureaucracy тоге responsive to the aspi- 
rations and wishes of the population. 
Inherent in that game plan, however, is 
“the development of more mature political 
: - parties, whose ideologies are formed from 
Пе needs of their constituents. "Attitudes 
‘havê to change," Kanin said. "The ulti- 
mate goal of any party should be to deve- 
. lep its own, structure, not just to become 
c part of a government. Too many look out- 
ward instead of inward.” 
Ав many see it, Thailand must shape its 
wn form of democracy in a way which 
I decentralise authority and raise the in- 
comes of the rural populace. “The crux of 
“the problem is agricultural productivity 
. and how to increase the income of the 
. people, because if we can solve this then 
. allother problems would fade away,” one 
3 senator told the REVIEW. 
The paradox in all this, of course, is that 
ithas been the bureaucracy which has kept 
"Thailand stable while 44 different cabinets 
^ have come and gone over the past 50 
‚ years. Any attempt to disturb this and in- 
troduce serious reforms, as former deputy 
«premier Boonchu among others strongly 
г advocates, could prove extremely harmful 
unless there is a viable political system 
which guarantees the same continuity. 
Yet if reforms are not introduced in line 
with moves for a greater measure of popu- 
lar participation and social equality, Thai- 
Лапа? future looks even n dim er. Шш 


















representatives, а vote of con idence for 
гапу incoming government and a senate 
pared to only 150 members. The prime 
minister's status is clearly the important 





ge, but most signs indicate it does not 
k P 


.. On. paper, the ancients: should 
- pass, add dal with 272 members of the 
301-man lower house signing their support 
‘for the legislation. If all vote according to 
this pattern then the simple majority laid 
down for constitutional changes would 
make them easy victors in any parliamen- 
tary: show-down with the 225-man senate. 
But that ignores basic realities. What 
concerns the appointed senate and there- 
fore politicians sensitive to a loudly per- 
: suasive military voice is the prospect of a 
h ard and fast rule which would leave no 
тоот for manoeuvre if the going gets 
` tough. The way things stand now, a prime 
` minister does not have to be an MP. If that 
is turned around, a suitable. candidate 
would be hard to. ‘find, given that Thai- 
Лапа social and political. make-up re- 
quires that a leader be acceptable to all 
circles and not just within the House of 
"Representatives. : s 
` = “It seems to me the senate [and there- 
fore the military] will wan 1 
бов than that,” one leading. academic told 
` the REVIEW. “Тһе option of electing a 
prime minister is too dange 




























through, at least in its present form. As 





Minister Prem Tinsulanond will become 
the longest-serving premier since 1973 
when the military regime of Thanom Kit- 
tikachorn and Prapas Charusathiara was 
toppled. by a student uprising. Setting a 
record for political longevity is a consider- 
able accomplishment. But Prem’s long run 
has its sombre side — critics both within 
and beyond government circles view Thai- 
land's economic achievements during the 
past 28 months under Prem's leadership as 
far from satisfactory, 

There have been no dynamic efforts to 
boost the ailing economy. One of the 
reasons for this could be the way that Prem 
has found himself hamstrung by the con- 
flicting interests of the partners in the 
three coalition governments which he has 
Jed since.1980.. Another reason could be 
Prem's reputation for indecision. 

Important investment projects have suf- 
fered from long delays while distribution 
of wealth to farming families — a 
longstanding and oft-restated objective of 
the present as well as. previous administra- 
tions — has not been seriously tackled. 
Ambjtious economic targets such as the 
development of heavy industries along the 
eastern seaboard and the restructuring of 
the entire economy. have been formu- 





cause the sitüation may arise where we 
don't have a good candidate. If the mili- 
tary doesn't want this passed, it may 
warn there will be instübility and another 
coup." | | 

нь obviously for this reason that there 
is a lack of real will among members of the 
lower house to see the amendment go 


Democrat Party leader and former | 
foreign minister Pichai Rattakul told the | 
REVIEW: “In principle we fully support | 
the amendment that the prime minister | 
should be elected, as we had in the 1974 : 
Constitution. But at the same time we also | 
have to see the reality of Thai politics; the : 
military has to play an important role." | 
To do otherwise, he added cryptically, | 
would result in the chessboard being over- : 
turned. Prachakorn Thai (Thai Citizen) | 
Party. leader Samak Sundaravej echoes : 
these sentiments. “Half a glass of water is | 
better than no water at all," he said. “It’s 
not real democracy, we know. But we | 
don't want to push too hard." і 
Most politicians indicate they are pre- | 
pared to settle for an arrangement under | 
which a prime minister comes from either : 
the lower house or the senate. “In another | 
four years we could study this again and | 
see if it is appropriate to amend the Con- : 
stitution further,” said Pichai. “But we | 
would like to say the prime minister is a | 
member of parliament, not just any Tom, | 
Dick or Harry." ce —JOHN McBETH | 
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Bangkok: At the end of July, Prime | lated, but they have yet to be achi 


| the Social Action Party (SAP) 


© governments since 1973. Different 
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Conflicting views, particularly 


Chart Thai Party, have bogged dow 
major projects since . Prem 
coalition, These interparty bick 
call those which. have: plagued: с 


faced strongly over the .long-stai 
proposal to build a new internation 
port at Nong Ngu Hao. (which n 


Bangkok. The facility would invo 
Baht 30 billion (US$1.3 billie n) nko: -pi 
түен um | 


of the project: ‘Bu 
Boonchu VP lead 


Rose backe 
but ће was wi 
further expandin: 
geoning external. 


forts by Deputy 
Chumphol Silapa-A 
Thai member — a 

mains over.the N 
Baht 60 million budget appr 
govertiment is still far short o 
needed to conduct. the feasibi | 


shortage in late 1980 -— importing re 
ed sugar in exchange for Thai raw sugar: 
barter deal with London-based Tat 
Lyle — met with strong criticism from 
Chart Thai (in proposing the. sche 
Boonchu also.unknowingly alienated 
self from-an influential SAP faction le 
the party’s financial backer Pong Sarasi 
He operated a huge soft-drink com 
which stockpiled.expensive local. re 
sugar before the cheaper imported 
arrived in. the local market), The: 
Chart Thai conflict reached. boiling: 
in early 1981 when, after.a bitter wri 
over a Saudi Arabian oil deal (RE! 
Маг. 6, '81), the SAP called it.qui 
ing its year-old ties with Prem's firs < 
поп. 

Without Boonchu, Prem' s second. 
tion lacked an economic overlord 
sion and authority, The situation 
improved since the SAP joined the 
coalition government in December. The 
went back without Boonchu, who s 
sequently resigned all party executis 
posts, apparently frustrated because th 
party was not given the authority itneede 
to govern economic matters effectively 
Although the secretary-general of the 









ment Board, Snoh Unakul. an efficien 
technocrat who shares Boonchu's views on 
_ important economic issues, has been play- 
` ing an increasingly important role in for- 
— mulating development strategy, he lacks 
_ the authority to intervene directly and re- 

` mains a high-level coordinator. 

Prem currently chairs regular meetings 
— Of ministers concerned with economic af- 
fairs. But he does so reluctantly, being 
more at home with military matters. Politi- 
— eal observers note, however, that if Prem 
Li join the SAP and runs in the next elec- 
* tions, as recent reports indicate, then a 


М ѕсепагіо with Prem continuing as prime 


— minister and Boonchu serving as, his 
- economic overlord in a more effective gov- 
ernment (with a smaller number of 
coalition partners added to a major SAP 
component) cannot be ruled out. 
| Prem and Boonchu are known to be on 
` good terms, but the prime minister will 
- probably have to allay some distrust 
_ among his military backers about Boon- 
—— chu’s big-business image. The main reason 
- why military men are said to distrust 
— Boonchu is because they do not know him 
` well. 
—— The REVIEW also detected some suspi- 
- cions about Boonchu's links with Eastern 
Europe, particularly the Soviet Union. 
_ However. such links appeared to be re- 
- sstricted to business, with no political impli- 
- cations. When he was deputy premier 
—— Boonchu initiated contacts with socialist 
| countries, primarily to broaden export 
© markets for Thai farm commodities. 
— — Prem's apparent indecision or reluc- 
tance to intervene in crucial policy deci- 
- sions — allied perhaps with his superficial 
- knowledge of economics — has left several 
- important projects dangling. Topping the 
t in both size and possibly priority is a 
kt d scheme to export liquefied natu- 
ral gas (LNG), involving an investment of 
_ up to US$3.7 billion and which could an- 
- nually produce US$1 billion in export 
- earnings (REVIEW, Sept. 4, '81). 
~  Jndustry Minister Chatichai Choonha- 
| van publicly voiced strong support for the 
` project from early 1981. It was first in- 
| itiated as a joint venture between the local 
— subsidiary of Dallas-based Texas Pacific 
— which has discovered huge natural gas 
deposits in its offshore concession areas — 
- and the PSA group of companies headed 
| by Thai entrepreneur Paul Sitthi-Amnuai. 
—— A number of Japanese and South Korean 
е ups have also expressed keen interest 
` in undertaking the project. 


ongchat Hongladarom, governor of 

| the state-run oil company, the Petro- 

— leum Authority of Thailand, indicated 

_ that he endorsed the scheme in a recent TV 

` interview. He said that gas reserves in the 

_ Gulf of Thailand exceed domestic require- 

. ments. However, in other official quarters 

there is a view that the gas should be kept 

| for local use rather than exploited quickly 
to earn foreign exchange. 

For several months, the project was ap- 

` parently tossed from one committee to 

another. Several summary reports were 

submitted to Prem in his capacity as chair- 
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project off the ground, another high-level 
committee headed by Prem himself and 
devoted solely to tackling the LNG export 
question reportedly decided in principle 
on June 30 to allow exports. 

This committee called for the establish- 
ment of a special body to determine the 
highest possible returns for the country as 
well as export volume and reserves for 
domestic use, and its views are expected to 
be submitted to the cabinet for final ap- 
proval. This latest development came 
after repeated warnings by the project's 
original promoters that the government 
must continue with it. They held that Thai- 
land should decide quickly. If it did not, 
demand available now in Japan and South 
Korea — the only two potential outlets for 
Thai LNG — could be met by new ог,ех- 
panded production facilities in Indonesia 
and Malaysia, The project would repre- 


sent the largest single industrial venture 
yet in Thailand. — 

An assortment of heavy industries plan- 
ned for the eastern seaboard over the next 
five to 10 years appear to have far-reach- 
ing implications for long-term economic 
development. But already, plans for a 
US$590 million fertiliser complex have hit 
a snag after negotiations between the gov- 
ernment and the prospective contractor — 
a Scandinavian consortium — were stalled 
for several months over the price of natu- 
ral gas feedstock.. The government: has 
stood firm on its offered price, which is 
36% higher than what the consortium is 
prepared to pay, and appears inclined to 
call for new tenders unless agreement is 
reached soon. Any new bidding would 
mean further delay: 

The fertiliser complex, planned for 
Rayong where natural gas comes onshore, 
will largely determine the location of 
another long-pending project, Thailand’s 
Asean-backed industrial venture to pro- 
duce soda ash. This requires ammonia 
from the fertiliser plant as well as rock salt 
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ү muted. In move which is likely to get the si 


alas- N 
to narrow the prospective sites — 
for the plant to Rayong and a proposed 
deep-sea port at nearby Sattahip. 


S Asean endorsed the project six 
years ago several steps have been taken 
to move it on — including the official 
signing of a joint-venture agreement here . 
in late June creating the Asean Soda Ash 
Co. Notwithstanding the definite location, 
Thai investors have yet to be persuaded to 
take up the lion's share of the company 
(REVIEW, July 31, 81). 

The delay in siting the soda ash project 
represents another classic case of conflict- 
ing partisan interests. Chart Thai had orig- 
inally earmarked Laem Chabang on the 
coast of Chon Buri province, but this was 
objected to by the SAP as well as environ- 
mental conservation. groups on the 
grounds that any pollution from the plant 
could damage the nearby Pattaya beach 
resort. Perhaps more importantly, the 
SAP was concerned that environmental 
problems would undermine the party's 
popularity among voters in the province, a. 
traditional SAP stronghold. Following a 
bitter row between two rival groups of 
local residents, Prem's first coalition gov- 
ernment decided to shelve the Laem 
Chabang site. 

What appear to be moving closer to 
schedule are.a gas separation plant (esti- 
mated project cost, US$320 million) and a 
petrochemical project which is supported. 
by the World Bank's investment arm, the 
International Finance Corporation (IFC). 
Pending an IFC feasibility study — due to 
be completed shortly — and a specific gov- 
ernment announcement on the project, 
several local and foreign business groups 
have expressed keen interest. 

Major industrial projects aside, official 
attempts to improve the investment cli- 
mate during the past two years seem to 
have fallen short of expectations. There is 
no denying that Prem strongly advocates 
foreign investment; this can be seen from 
his visit to the United States last October 
and subsequent missions to Japan and 
Europe earlier this year. All served to at- 
tract foreign investors and promote Thai 
exports. However, in some business cir- 
cles it is held that the government could 
have done better with a more vigorous 
campaign to sell Thailand overseas and 
streamline bureaucratic red tape at home. 

Redistribution of wealth to the farmers 
— who comprise more than 75% of the 
population — has remained largely in the 
hands of the bureaucratic machinery. The 
rural jobs creation programme, a scheme 
originally initiated during 1975-76 by the 
then Kukrit Pramoj government and 
adopted by Prem since 1980, under which 
about Baht 3.5 billion is channelled to all 
rural villages for local development pro- 
jects annually, is lauded in government 
quarters, but has been the object of grow- 
ing resentment from opposition politicians 
and some civilian senators who argue that 
the money could be better used in selected 
poor villages. 

—PAISALSRICHARATCHANYA _ 








“I phone the States 
and get the ball 
rolling...fast? 


Fast action is what it takes when it 
comes to getting American sports 
equipment. Because my customers 
want itas fast as | can get it. That's 
why | do business by telephone. It's 
the fastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
in the U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...get the ball rolling by 
phone, and you won't strike out with 
your customers. 

[ U.S. MAINLAND TIME ZONES: 


| 
Difference From stern | Central | Mountain | Pacific 


Australiz 
(Sydney)** l 
China 1 
Hong Kong 1 
Japan i 1 
Korea, Rep. of l 
Philippines l 
| Singapore 1 
Taiwan 1 











tma: = s | МЕРА SF | 
Time differences are based on Standard Time 
observed in most of the U.S. from the last Sunday 
in October until the last Sunday in April 
Multiple time zone country. 

















TAKING OFF NEXT YEAR 
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During the decade of the 1970's, Construcciones Aero- Indonesia to produce the premier airliner/freighter/ 
nauticas, S.A. of Spain, better known as CASA, designed combination for operation into the 21st Century and 
and produced a truly remarkable twin turboprop STOL air beyond. 
transport. With an amazing flexibility, and practically the Designated CN-235, the new air transport will retain the 
lowest operating costs in the world. The airplane — known best characteristics of the C-212, including FAR Part 25 
as the CASA C-212 — became an instant success. compliance, but will be a totally new aircraft. 

Drawing on the spectacular success of the C-212, CASA Use of space age composite materials will reduce weight 
has now launched a joint venture with P.T. Nurtanio of and allow for increased operating efficiencies with greater 
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payloads and increased profits. The fuselage is designed 
for a structural fatigue life of 50,000 hours; nearly twice as 
long as existing airframes. 

The CN-235 will offer seating for 34 or 38 passengers, 
depending on seat pitch, at a per-seat price well below that 


of any comparable aircraft: about $100,000 in 1982 dollars. 


Passenger comfort is a primary concern for CN-235 
designers and engineers. As a result, its 8 ft. 10 in. wide by 
6 ft. 2 in. high cabin cross section provides for comfortable 
two-plus-two seating, more than enough stand up head- 
room, and ample space for overhead bins. 

Like the C-212, the CN-235 will be equipped with our 
exclusive hydraulically operated rear-loading cargo/bag- 
gage ramp door. The aircraft is designed to operate as a 
passenger-carrying airliner; as a cargo-carrying freight liner; 
or a combination of the two. 

The CN-235 will also be a STOL aircraft capable of 
getting in and out of strips that hardly qualify as airports. 

In addition, the airplane's retractable gear and pressurized 








cabin contribute to a 250 knot cruise speed at 15,000 feet. 

The General Electric CT7-7 turboprop engine was 
selected to power the CN-235 because it offers a higher 
power-to-weight ratio and better fuel economy than com- 
petitive engines. Modular design and simplified mainte 
nance procedures was another important consideration 
Early engine maturity is assured by virtue of the engine 
family background in both civil and military operation prior 
to the 1985 service entry date of the CN-235 

For more information, contact: Construcciones 
Aeronauticas, S.A.; Rey Francisco,4; Madrid 8, Spain. 
Telephone: 247 25 00. Telex: 27418. Or contact: Р.Т. 
Nurtanio; Menara Patra Bldg., 8th floor; JL.M.H., Thamrin 8; 
Jakarta, Indonesia. Telex: 44331 ATP JKT. 
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Asia 15 now completely open to 
business with the West. But the assist- 
ance of a banking partner with the know- 
ledge and experience needed to recog- 
nize budding opportunities is vital to 
any firm that wants to penetrate an Asian 
market. 








a partner, with a well- establishe d is 
national structure extending from Japan 
to Pakistan, and including South Korea, 
Hong Kong, the Philippines, In ек 
Singapore, Malaysia, Thailand, Bang 
desh, Sri Lanka and India. 








sence places local representatives of 
Banque Indosuez in an ideal position to 
help you cultivate the right contacts in 
the region. | 

Thanks to its experience in the 
Far East and access to world markets 


Going back many years, this pre- 









provided by a flexible and efficient inter- 
national structure covering more than _ 
50 countries throughout the world, Ban- 
que Indosuez is in an ideal position to - 
help you take advantage of budding _ 
opportunities, whether in business, indus- . 
try and foreign exchange. ee 


BANQUE 





INDOSUEZ 


The opportunity minded bank. 
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WWF Kojo Tanaka; BCI 


The 
Giant Panda 
needs your help 
to survive 


in 

Province, burst into flowe 

that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal 
It is also the symbol of W s worldwide 
conservation efforts to save life on earth 

But WWF needs money - your money 

Please send contributions to the WW'F 
National Organisation in your country or direct to. 
WWF International, 1196 Gland, 

Switzerland. 
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How to spread an investment 


A Guide to World Money and Capital 
Markets by L. J. Kemp. McGraw Hill 
(UK). US$72. 


MOST investors — except the very large 
— stay at home. They know their own 
markets from general discussion and what 
they read in the press, so they tend to stick 
to the familiar names and procedures. 
Those who do venture abroad often find 
themselves facing unexpected hazards — 
ranging from withholding taxes and ex- 
change controls to unusual scrip-delivery 
procedures and unfamiliar local jargon. 
Professional investors are often as ignor- 
ant as the amateurs of snags and oppor- 
tunities of markets with which they do not 
habitually deal. One problem is that most 
books on investment are either massively 
detailed compilations of knowledge and 
analysis of specific markets or get-rich (or 
as likely poor)-quick form guides. 

So it is a pleasure to find this generally 
clearly and soberly written but unfussily 
produced guide to the salient features of 
capital and money markets around the 
world. It covers 24 national markets, plus 
a section on international currency and 
Eurocurrency and gold markets. Every 
book has its bias and this one's is towards 
Europe. Britain gets the largest coverage, 
slightly more than the United States, de- 
spite the latter's more diverse market, es- 
pecially in financial instruments. Thus Ire- 





land and Norway get in — but, surprising- 
ly, not Spain. However, Japan, Hong- 
kong, Singapore and Malaysia are in- 
cluded. Australia is there too. 

Basically, the criteria for inclusion are 


el en Cm E an ws 4 
ce E 





New York Stock Exchange: hazards outlined. 


markets which are open to foreign money 
and investment with a minimum of has- 
sles. For that reason it is easy to see why 
the substantial and active — but hitherto 
closed — South Korean and Taiwan 


ECONOMICS 


Towards a socialist America? 


Economic Democracy: the Challenge 

_of the 1980s by Martin Carnoy & Derek 

Shearer. M. E. Sharpe Inc., New York. 
US$15. 


THE reader's initial reaction may be one 
of disbelief. The United States, the 
world’s greatest democracy, is lacking in 
economic liberty. The reputation, tosome 
extent, is responsible for the doubt. There 
is also the mystique. claim the authors, of 
an intimate relationship between Ameri- 
can capitalism and freedom. Politicians 
preach it, economists teach it, 

The authors, however, are persuasive. 
They illustrate that corporations and 
banks in the US govern the process of cap- 
ital accumulation and thus determine em- 
ployment, technology, income distribu- 
tion, work organisation and consumption 
pattern. People affected by these matters 
have little influence over their destiny. 
Hence the contradiction of American de- 
mocracy. 

The Marxist trace is unmistakable. 
American capitalism, argue the authors, 
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does not seek to maximise output but to 
extract the utmost from workers at the 
least possible wages. Trade unions, long 
the symbol of industrial democracy, help 
to preserve the exploitative system by 
keeping workers' discipline. There is also 
the implication that the current economic 
malaise afflicting the US reflects the poor 
state of economic democracy in the coun- 
try. Corporations, for example, can virtu- 
ally impose their will on prices and em- 
ployment. A programme of reforms to 
transfer economic decisions from the few 
to the many, the book's main focus, is 
thus the panacea for the nation's eco- 
nomic ills. s 

Such inevitable issues as the establish- 
ment of public enterprises, workers’ 
banks and cooperatives and participation 
in corporate decisions, appropriate tech- 
nology and political activism are discussed 
in detail. Although the authors profess to 
be liberals, much of the discussion smacks 
of socialism and amounts to a radical 
transformation of the existing American 
production structure. They believe much 


markets arc not included. However, it 
seems a pity that a little space could not | 
have been given to the Thai, Philippine | 
and New Zealand markets, which, though — 
small. list a few companies which have an 
international investment following. | 
One should not quibble too much about. 
a book which packs such a lot of financial — 
information from so many countries into — 
so few pages. But the language is not al- _ 
ways as precise as it + 
might be. The Hong- 
kong chapter, for - 
example. seems _ 
rather vague on the | 
distinction between | 
deposit- taking com- | 
panies, which on a ] 


well-defined id 
gory, and fi inance 4 
companies, which are _ 
not. It also su И 
that profits from 14 
trading are subject to | 
tax, but not those D 
from | securities. In 


fact, capital gains - 
free of tax, but pro: 
from regular d 4 
in any commodity or 
instrument are taxa- - 
ble. Its description of | 
the Hongkong Gov- E 
ernment's exchange - 
iini is. also fuzzy, at best. 

But, all in all, this is a very useful refer- - 
ence work. It-is not cheap, but Should. 
show a quick return on investment in sav- 
ings of time and telex calls. 





cially Switzerland, is instructive to Ameri- 
cans. 

Although not explicitly expressed, un: 
derlying the reform programme is the idea 
of breaking the monopoly power of corpo- 
rations, the antithesis оѓ economic free- - 
dom. Ultimately, however, the authors 
recognise that the issue has to be decided 
in the larger political arena. They are: 
hopeful. The democratic creed is still a 
powerful force in the US as manifested in | 
the radical movements of the 1960s and 
early 1970s.-Thése diverse movements will 1 
eventually converge to form a coherent 
force advocating economic democracy, - 
the authors argue. s 

With the prevailing conservative mood 
in America and political activism r b 
in prominence, the eventuality is unlikely - 
to materialise soon, The authors also un- | 
derestimate the symbiotic relationship be- — 
tween the government and corporations, - 4 
one that often transcends public interests, - 
Still, with economic insecurity growing | 
each day, Americans may come to realise 
how little control they have on their eco- 


bs 

of socialist experience in Europe, espe- 3 
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‘nomic lives. By then, the reform pro- - 


appealing. — CHUANG PECK MING 


gramme proposed by the authors may be _ 1 
it 
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South Korea reflates to rescue its business sector- 


Chun against the tide 


By Shim Jae Hoon 

Seoul: In August 1972 the late president 
Park Chung Hee froze all kerb-market 
private loans through a drastic govern- 
ment decree. His purpose was to free 
major companies from the stranglehold of 
usurious interest rates charged by under- 
ground money lenders who controlled up 
to 40% of the nation's cash circulation at 
the time. As a result of that crackdown, 
thousands of kerb-market lenders went 
bankrupt. Instead of high yields promised 
on their money, they received payment 
certificates from banks guaranteeing 
much lower legally set rates. Park’s critics 
called the measure an “economic coup 
d'etat.” 

In the midst of a fresh financial crisis 
here generated by a further collapse of the 
Kerb market — this time caused not by the 
government but by a wealthy couple ac- 
tive in Seoul's street banking circles — the 
government of President Chun Doo Hwan 
is taking no less dramatic steps to rescue 
debt-ridden big business from recession. 

Deputy Premier and Economic Plan- 
ning Minister Kim Joon Sung announced 
on June 28 that the government would im- 
mediately slash bank interest rates by four 
percentage points and would reduce cor- 
porate taxes by as much as 18 percentage 
points beginning in 1983. Then on July 3 
the government announced a further mea- 

-süre to attack the kerb market: from 
January 1983 all new depositors with more 
than Won 30 million (US$40,800) in their 
passbooks will have to identify themselves 
by passport. 

The policy upheavals of the past week 
have left South Korea in a turbulent state. 


Machinery industry: domestic credit to expand. 


Along with the massive injection of 
benefits to big business (most burdened by 
heavy bank debts), the deputy premier 
also announced a credit supply line (re- 
portedly as much as Won 1 trillion, or one- 
ninth of the government's budget) for the 
country's fund-starved small-industry sec- 
tor. For the first time in memory, these 
credits will be offered on the merit of indi- 
vidual projects, not just on the strength of 
available collateral. 

The anti-recession package is the third 
in the past six months and the fact that the 
central bank had to slash deposit and lend- 
ing rates to 8% and 10% respectively, the 
lowest in the country's history, was evi- 
dence of the failure of the previous two 
packages, which each cut rates by one per- 
centage point. 

This time the government has gone a 
step further, replacing the existing in- 
terest-rate structure — a multi-category 
"quilted" system imposing different rates 
on different types of loan and deposit — 
with a nearly uniform structure. The 8% 
and 10% rates will apply to all deposits 
and loans with the exception of a 7.6% 
rate on one-year instalment deposits and 
18% (down from 22%) on overdrafts. The 
new rates represent the steepest drop 
since November 1980 when deposit rates 
were slashed by 2.4 points to 19.5% and 
lending rates were cut by two points to 
20%. 

The drastic steps, which must lead to 
explosive demand for credit, are certain to 
mean abandonment of the stabilisation 
policy of the past two years and a return to 
the old path of rapid growth within an in- 








flationary environment. For example, the 
government said it would not now limit 
broad (M2) money supply growth to the 
25% annual increase set earlier this year. 

Officials believe more money will have 
to be released in future to accommodate 
increasing credit demand. Before the anti- 
recession package was announced, some 
of the money already released to ease 
major firms’ cash-flow positions had re- 
turned to the banks in the form of princi- 
pal repayment and interest on outstanding 
loans. 

With recession continuing for the third 
straight year in South Korea, businessmen 
have had little incentive to invest. The tax 
breaks just announced may help. The re- 
duction to 20% from 33% for listed com- 
panies and from 38% for unlisted firms is 
expected to considerably strengthen their 
financial structure. Tax concessions on 
purchases of cars and colour TV sets 
(above 20-in. screen size) will help the 
fledgling vehicle and electronics indus- 
tries. 


A" this will help firms fight recession with 
renewed vigour — but the inflation 
threat looms large. Widespread fear of 
new price increases, ingrained in public 
minds by years of double-digit inflation, is 
making it hard for officials to sell their pol- 
icy package. While big business has wel- 
comed it, the man in the street is sceptical. 

In the view of officials of the Economic 
Planning Ministry and the Finance Minis- 
try, the reflation measures are being intro- 
duced at just the right time — a timé of fall- 
ing price increments. Consumer price in- 
creases, by mid-June, hovered at 4.4%, 
the lowest in decades, providing confi- 
dence that inflation would be kept to 6% 
this year as promised by Chun. By keeping 
credit tight and prices down, often 
through strict government monitoring, he 
has largely controlled inflation in the past 
two years: consumer price increases drop- 
ped from 38% in 1980 to 12.5% last year. 

That may now have to change. AI- 
though the deputy premier has pledged to 
watch the price front closely, many remain 
unconvinced and even frightened about 
the inflation outlook. If prices go up 


'again, so will interest rates, Kim said. 


Since the new rates are tied to providing 
"real" returns to depositors the govern- 
ment will have to hold inflation at around 
6% or the 8% rate wall no longer provide a 
positive yield. 

Meanwhile, a slow drain in deposits 
seems already to be taking place in tan- 
dem with a weakening won and rising gold 
prices locally. The black-market US dollar 
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rate jumped from Won 800 to Won 840 
within two days of the announcement. 
Dollars are fast disappearing from the 
black market as well as from banks as 
wealthy speculators trade won for yen or 
greenbacks. South Koreans travelling 
overseas are increasingly being asked to 
take cheques instead of cash. 

The psychological impact of the new 
policy package thus appears strong. 
Money is moving rapidly from the banks 
to the stockmarket (the composite share 
price index rose by 9.4 points on July 1, 
though it is now stabilising). 

But the widening won-dollar gap, 
caused by the six-point prime-rate differ- 
ential and a 12% devaluation so far this 
year, is causing concern. The government 
is apparently not worried by the prospect 
of overseas capital flight, but some foreign 
bankers are. “We've had customers al- 
ready inquiring into possible prepayment 
[of foreign loans],” said a prominent 
foreign banker here. To forestall this pos- 
sibility, the government is expanding 
domestic credit to finance domestically 
produced equipment and machinery. 
Foreign equipment will be purchased 
through foreign-trade credits so that lower 
domestic bank rates will not be "ex- 
ported." 

On the overall balance-of-payments 
situation, officials are much more optimis- 
tic. The current-account deficit at the end 
of May stood at a mere US$500 million, a 
steep fall from US$2.5 billion a year ear- 
lier, largely because domestic demand for 
capital goods has been slack owing to re- 
cession. 

South Korea's escape from chronic cur- 
rent-account deficits was clearly a major 
factor behind the latest reflation. The de- 
ficit soared to US$4.2 billion in 1979 under 
the impact of the second round of oil-price 
increases and rose to US$5.3 billion the 
following year. But if the present down- 
ward trend of imports continues, the gap 
could drop this year to half the 1981 deficit 
of US$4.7 billion. 

The main objective of reflation, then, is 
to take big business out of the prolonged 
recession. The average debt-equity ratio 
of South Korean firms, at 5:1, became al- 
most untenable under previous interest 
rates, especially because 26% of South 
Korean firms are dependent on kerb-mar- 
ket loans at 30% annual interest charges. 
Former finance minister Rah Woong Bae 
was hardly exaggerating when he told the 
National Assembly recently that unless 
something drastic was done, they would 
collapse like a house of cards. The bank- 
rate cuts will save business up to Won 500 
billion a year. With corporate tax cuts esti- 
mated to save another Won 500 billion, 
savings from these two sources match the 
Won 1 trillion annual loan volume from 
the underground money market. 

Exports are expected to pick up slightly 
under the won's slow devaluation. June's 
merchandise exports of US$1.86 billion 
were down 3.6% over the previous June 
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Car factory: help via tax concessions. 


but the January-June figure — US$10.35 
billion — was up 3.8%. Exporting man- 
ufacturers have embraced the govern- 
ment's package with gusto. Sohn Sang 
Mo, president of Seoul’s Kukje Corp., 
one of South Korea's largest manufactur- 
ers and exporters of footwear, said: "This 
stimulation package is a turning point for 
business revitalisation." Footwear, tex- 
tiles, steel plates and overseas construc- 
tion claim 70% of the annual US$2 billion 
turnover of the Kukje group (Sohn's cor- 
poration is its trading arm). Struggling 
under the weight of debts five times its 
capital of US$12.5 million, he expects his 
firm to save Won 2.6 billion from 1983, 
with the latest interest-rate cuts. The 
group as a whole will save up to Won 10 
billion, he said. 


poca more significant than the 
package's effects on business are the 
financial market reforms announced with 
the revitalisation programme. The 
scheme consists of bold attacks on two 
fronts — the banking sector and the kerb 
market. Apart from the sale of govern- 
ment shares in commercial banks, decon- 
trol of the banking sector is expected to in- 
volve the government removing the banks 
from responsibility for policy-oriented 
credits. Officials of the Economic Plan- 
ning Ministry said all credits to projects 
designated by the government will hence- 
forth be channelled through state-owned 
special institutions such as the Korea 
Development Bank, Export-Import Bank 
and the Medium Industry Bank. 

Within each commercial bank a policy 
committee is to be set up, controlling its 
own management affairs such as budget- 
ing. personnel and independent business 
policy. For the moment, however, a major 
issue is how to tackle bad debts incurred 
by some commercial banks while under 
bureaucratic control. Officials only say: 
"We will come up with special measures to 
permit them to write off [bad] loans." 

Complete interest liberalisation is still a 





distant goal for South Korea, but princi- 
ples guiding initial banking decontrol 
clearly indicate the direction towards 
more efficiency and enhanced competi- 
tion to better reflect market demand and 
supply. Finance Ministry officials. em- 
phasise that decontrol is just the first of 
several steps being considered by Chun. 

The latest comprehensive attack on the 
kerb market as revealed by newly ap- 
pointed Finance Minister Kang Kyong 
Shik, however, is much more far-reaching 
in its immediate impact. On July 3, Kang 
announced that the government will seek 
revision of tax and banking laws and spe- 
cial legislation to seek out and tax kerb- 
market loans secretly advanced to com- 
panies or anonymously deposited “in 
banks. If his plan is approved by the Na- 
tional Assembly — and few suspect it will 
be resisted in view of Chun's control of the 
parliamentary majority —anyone over 20 
years old opening a new deposit of more 
than Won 30 million will from January 
1983 be. required to identify themselves 
with a passport. Those who already have 
such deposits will be required to do so by 
next June 30 or face a special levy of 5% of 
the value of their deposit. Those who have 
failed to identify themselves by July 1986 
will be forced under the new law to surren- 
der half their interest income for three 
straight years. 

What this amounts to is a stick-and-car- 
rot policy. Those identifying themselves 
will not be asked where their money came 
from after June 1983, as long as passbook 
accounts are limited to Won 30 million for 
adults and Won 7 million for minors 
under 20. Nor will the government ask 
about sources of funds if people who iden- 
tify themselves use their kerb-market 
money to invest in their own companies, 
local stocks or long-term housing bonds, 
or fund new or existing short-term financ- 
ing or mutual savings companies, 

Chun is apparently determined to axe 
the kerb market and in terms of its impact 
the July 3 announcement rivals Park's 


"August 3 freeze." According to Kang: 
"The August 3 measures failed because 
though they exposed the kerb market [by 
having every creditor register with the 
government], they did not make it impos- 
sible for kerb lenders to hide behind 
anonymous bank deposits." Under cur- 
rent banking laws, technically anyone can 
deposit an unlimited amount of money 
just by giving any name and a matching 
seal (or chop) for bank registration and 
withdrawals. Kerb operators have taken 
advantage of this protection of anony- 
mity, using banks as conduits for secret 
lendings. 

Where will the kerb men go now? Some 
will undoubtedly dash for gold or foreign- 
currency black markets. Others may just 
stash their money in safes. Because of the 
high capital-gains tax on property transac- 
tions and strict supervision of money-mar- 
ket movements (started by the Finance 
Ministry the day of Kang's announce- 





ment), most observers agree their chances 
of speculating in property or even simply 
exporting their wealth are poor. The cur- 
rent kerb-market attack is part of broad fi- 
nancial-sector reform. “We want to ex- 
pose this [kerb] market as soon as possible 
so as to bring about an early financial 
liberalisation," Kang said. 

After two years as president, during 
which Chun spent most of his time con- 
solidating politically and making his image 
abroad, the president has at last come to 
grips with the challenges brought on by 
decades of South Korea's rapid but un- 
even economic development. And like 
Park before him, Chun has chosen a radi- 
cal rather than a gradual approach to at- 
tacking the country's financial-market 
anomalies. Since he has also chosen to 
launch the reform without awaiting a na- 
tional consensus on how to attack the 
issue, he is gambling his political fortune 
on its results. 
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Centra bank: expanding the market. 


Call for reform 


South Korea tackles the problem that lay behind its recent 
money-market scandal — the financial system's structure 


By Shim Jae Hoon 

Seoul: The government is adopting a 
three-pronged approach to reform of 
South Korea's financial system in the 
wake of the recent kerb-market scandal 
(REVIEW, May 21). It is taking steps to en- 
large the "call" or short-term money mar- 
ket among banks and financial institu- 
tions, revising tax laws to penalise depo- 
sits on the kerb and pressing ahead with a 
ат of denationalising апа 
iberalising the commercial banking sys- 
tem. 

The kerb market, which handles trans- 
actions equivalent to one quarter of the 
narrowly defined money supply, has per- 
petuated itself up to now through a vicious 
circle. Because the kerb offered much 
more attractive deposit rates, the banks 
were unable to attract deposits and were 
thus unable to meet the demands of corpo- 
rate borrowers, who were in turn forced to 
look to the kerb. This situation was 
exacerbated by state ownership of the 
commercial banks, which were used as 


means of channelling non-budget funds to 
target industries. 

By creating a more active call market, 
where banks and other financial institu- 
tions can obtain short-term liquidity to fi- 
nance their lending to the corporate sec- 
tor, the government apparently hopes to 
break one section of this vicious circle. 
And by discouraging deposits on the kerb 
the authorities hope to starve the market 
of funds which will then be diverted back 
to the banking system proper. The mea- 
sures have not met with universal acclaim, 
however, and are regarded by some as 
misconceived. 

One step taken by the Finance Ministry 
and the central bank (Bank of Korea) was 
to expand the inter-bank call market in 
which only South Korean and foreign 
banks and large investment trusts and fi- 
nance companies were previously al- 
lowed. From June 23, smaller secondary 
banking institutions such as securities and 
mutual savings companies. insurance 





firms and short-term financing groups 
have been able to participate in the call 
market by opening accounts at the central 
bank. 

Interest rates and maturities in the mar- 
ket have been rendered more free. 
Whereas the call (“offer” or lending) rate 
before June 23 was fixed at 16% a year, it 


'now fluctuates daily under a ceiling — es- 


tablished by the Korean Investment and 
Finance Association — based on weighted 
average yields on commercial paper 
(short-term corporate debt instruments) 
traded two days before a call transaction. 


he call rate has thus shot up. Starting 

at 18% on the first day, it jumped to 
19.3% on June 24. Deposits, too, may 
range in maturity from overnight call to 
meet the central bank's reserve require- 
ment to three-, five-, seven-, and 15-day 
maturity. Participants must be physically 
present on the market twice a day (in the 
morning and afternoon) to be able to 
"place" or "take" a call. 

Reaction to the new system has been 
mixed. While local bankers said it rep- 
resented a move in the right direction, 
foreign financiers in Seoul were unim- 
pressed. Citing the daily rate ceiling, one 
foreign banker said the government was 
misconceived in its liberalisation. The 
commercial paper rate to which the call 
ceiling is pegged is determined on the 
basis of 90- to: 120-day maturities while a 
call deposit matures in up to 15 days. 
"There's the problem of yield curve," said 
one banker. There is equal puzzlement 
over why commercial-paper rates for 
highly creditworthy companies should be 
the same as those for unknown firms. 
"This system lacks the element of free- 
market operation, of demand and supply 
principle," the banker added. 

Thus on the second day of the new call 
market's operation, only three out of 
some 30 foreign bank branches here 
(Chase Manhattan, Lloyds and Morgan 
Guaranty Trust) participated, all on the 
"placing" side, apparently to take advan- 
tage of the 19.3% rate which compared 
with the 14% prime rate. Even so, this was 
nowhere near as demanding as the kerb 
rate of 30% a year which reflects the sup- 
ply and demand principle under which the 
underground money market has tradition- 
ally operated. 

There are other disadvantages hamper- 
ing full participation by non-banking in- 
stitutions in the call market. For example, 
they require 110% collateral certificates 
when “taking” a bid from the call market 
and they cannot borrow more than 5% of 
their liabilities at one time. The new call 
regulations therefore hardly represent 
liberalisation as perceived by outsiders. 
At least for the moment, with most non- 
banking institutions standing on the 
sidelines, the new market is very much in 
the experimental stage. 

Those reflecting official views here said 
the government will eventually introduce 
a free float and unrestricted spot transac- 
tions when the current step proves suc- 
cessful in smoothing the flow of money be- 
tween traditional and secondary banking 
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structure reform. said: "It tak e to 
fully liberalise; what we're taking is а 
gradual approach." 

Transactions under the new call ar- 
rangement have at least become much 
simpler. In the past they were divided into 
several rate-matching sectors: foreign 
banks with South Korean, foreign with 
foreign. banking with non-banking 
groups and so on. Now all participants 
can theoretically “place” and "take" calls 
freely. At the same time, however, with so 
many smaller non-banking institutions 
joining the fray, the expanded club in- 
volves greater credit risks requiring more 
careful asset management on the part of 
South Korean financiers. 

What the new system is unlikely to 
achieve is squeezing money out of the 
underground kerb market. The artificial 
fixing of interest rates is still the biggest 
impediment. Nor is the government's 
latest attempt to revise tax laws likely to 
help expose kerb lenders who provide 
business up to a quarter of total cash circu- 
lation (of Won 4 trillion [US$S.4 billion]) 
in this country. The governments prop- 
osal for tax reform, expected to be submit- 
ted to the National Assembly this sum- 
mer, seeks to levy 28.5% on interest in- 
come of anonymous bank depositors, 
whose money is usually lent to 
businessmen offering the highest market 
rates, against 16.7% for those who iden- 
tify themselves. 

Under the proposed revision, de- 
positors who produce internal passports 
for identification will pay the lower tax 
rate. Those who wish to remain anonym- 
ous will pay the higher rate. This way, the 
government hopes to track down the face- 
less depositors who deposit (often black) 
money in banks with instructions that it be 
on-lent to the kerb market. 

"The government fails to address itself 
to the fundamental question of why a kerb 
market exists in this country," said an 
exasperated foreign banker who listed 
kerb lenders’ three characteristics as pur- 
suit of high profits, anonymity and tax 
evasion. Since no one on the kerb market 
wishes to come to the surface (many can- 
not account for how their wealth was ac- 
cumulated), the new tax reform may very 
well push them deeper underground. 

The tax reform bill is expected to be- 
come controversial during debates within 
the assembly because of its penalising as- 
pect. "This legislation wilt complicate 
rather than solve the fundamental issue of 
the kerb market.” a foreign banker said. 

In the long run, However, the major 
brunt of the governments financial re- 
form will be borne by denationalisation of 
the remaining four government-control- 
led commercial banks. The Hanil Bank, 
one of the original five, was turned over to 
the private sector last year. Deputy Pre- 
mier Kim Joon Sung announced on June 
28 that two more — the Bank of Seoul and 
Trust Co. and the First Bank of Korea — 
will be denationalised this year. A fourth, 
the Choheung Bank, will be turned over 
to the private sector in 1983, he said. - -m 
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South Korea holds a seminar to tell Asians why its industry — _ 
policies work — and hopes some of the ideas are saleable 


By Shim Jae Hoon 

Seoul: South Korea’s experience with 
two decades of relentless industrialisation 
has at last joined its list of export items. 
A recent forum here on industrial plan- 
ning and trade policies, sponsored by the 
Korean Development Institute (KDI) for 
officials of Asean and other Asian na- 
tions, was designed to send out the gospel 
of Seoul's economic development model 
to developing countries. 

The 11-day conference was divided be- 
tween round table discussions and a five- 
day field trip covering major industrial 
sites. It was attended by 30 trade and plan- 
ning officials from Asean, Pakistan, Ban- 
gladesh. Brunei, Papua New Guinea and 
Sri Lanka. Officials from India, Burma 
and Nepal also invited at KDI's expense 
failed to turn up. 

The KDI forum was the largest such 
seminar of government economists ever 
held by South Korea, which in recent 
years has been endeavouring to expand its 
economic profile in southern Asia. It fol- 
lows President Chun Doo Hwan's visit to 
Asean in May 1981, when he promised the 
region's leaders that South Korea, in ex- 
change for a bigger share of the market for 


“TEESE үт т CESS ө ы OR 


(212) 410-2200 Telex 237867 

A development of 

The Charles H. Shaw Company and 
The DeMatteis Organizations, 
Developers of Museum Tower 





e An Prime Manhattan Real Estate 
UN prámatic Views of Central Park 
6 Ga 


C... 


Douglas Elliman-Gibbons & Ives, Inc. 1 
Selling and Managing Agent ж Sales Office on premises 
By appointment — daily & weekends = Brokers recognized 


The complete offering terms are in an offering plan available from sponsor No. CD-82-063 






E 





& 







export goods, would transfer technolog 
and other development resources. ~ 
The meeting will also provide a bac 
for the South Korean Government's 
to hold annual meetings of heads of state 
of the Pacific Basin countries, a congrega- 
tion which Chun apparently seeks in o der 
to cut through Seoul's diplomatic isolation 
in the Pacific in recent years. The forum | 
was designed, officials said, to enab 
Seoul to gain a more prominent econom $ 
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sition in Asia — overshadowed as it 
y Japan's domination. f 
South Korean university professors 
government economists at the forum 
fered a blend of highly centralised gove 
ment planning (during the industrial 
off period) and a gradual restoratioi 
private-sector initiatives and autono 
afterwards. Almost all South Ko 
speakers underlined Seoul's current t 
ition from government-led develop 
to liberalisation in the banking secto 
foreign-investment regulations and otl 
moves to relax central control of econo: 
management. P 
Such a transition, however, does not ap- 
pear to have weakened the export 
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egy consistently pushed by th 
government. Sakong 11, KDT's vice-presi- 


dent and a major figure in the centralised 
planning of the 1970s under the former ad- 
ministration of the late president Park 
Chung Hee, said it was the only course 
available for a country like South Korea 
Which has neither resources nor (then) 
technology. 


Tx strategy has undoubtedly worked. 
Since 1961, with exports serving as the 
growth engine, South Korea's gross na- 
tional product (GNP) rose 8.3% a year in 
real terms, lifting the country’s per capita 
GNP by 3.3 times to more than USS1.500. 
Having risen 5.5 times in the past two de- 
cades, South Korea's GNP is now more 
than US$60 billion at current prices. 
Chun's objective in the next five years is to 
increase that to US$100 billion with per 
capita GNP rising to US$2.000. 

Mistakes and policy failures were 
frankly admitted by South Korean speak- 
ers. Seoul National University Prof. Hong 
Won Tack recommended that Seoul con- 
centrate on upgrading the quality of its 
light industrial sector. Further develop- 
ment of industry, he said, should em- 
phasise (in view of South Korea's, un- 
employment problem) labour-intensive 
fields such as electronics, electric and non- 
electric machinery and parts and transport 
equipment. 

Hong and Sakong said the govern- 
ment's intensive promotion of heavy in- 
dustry and petrochemicals during the 
early 1970s — at the expense of light in- 
dustry, on which South Korean growth 
has traditionally depended — caused 
"structural imbalances.” 

Former vice-minister of finance Kang 
Kyong Shik (now finance minister) stress- 
ed the role of private enterprise in South 
Korea with its entrepreneurship and sophis- 
ticated management. The South Korean 
Government, he said, was turning more 
and more public enterprises over to the 
private sector for the sake of efficiency 
and international competitiveness. 

Explaining positive aspects of the South 
Korean development model, Kang and 
Whang In Joung, a KDI specialist, attri- 
buted the country's growth to leadership 
commitment, organisational reforms (in- 
terchange of personnel between govern- 
ment and academia, between military re- 
formers and administrators and between 
different government departments), and 
the need for central planners to constantly 
monitor plan performances and make 
timely adjustments. 

"The South Korean approach," said 
Kang, “was a process of trial and ertor, 
and this approach could be effective only 
when the bureaucracy was under the con- 
trol of highly motivated administrators." 

The forum organised field trips for par- 
ticipants, to Hyundai's shipyard and 
motor-car assembly plant at Ulsan, the 
Changwon machinery complex and 
Pohang Iron and Steel Co. Gerardo Sicat, 
chairman of Philippine National Bank, 
commented: “The marvel I observe in 
South Korea is the way in which oppor- 
tunities for expansion of light industries 
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Sicat: open admiration. 


have been put to use in stimulating the 
capital-goods industry sector and in ex- 
panding [Seouls] | command over 
technological expertise." One aim of the 
visits was KDI’s hope that Asean and 
other officials would consider South 
Korea an alternative source for capital 
goods for their own industrialisation. 
"This is a seminar given by a developing 
nation to other developing countries," 
said Kim Ki Hwan, the new KDI presi- 
dent, underscoring his theme of *horizon- 


RESOURCES 





EOL np tm 
tal, not vertical, relationships" 
Seoul and regional centres. One of the - 
forum's objectives, he said, was to give - 
participants confidence that since South | 
Korea has done it, they can repeat the | 
feat. Some forum participants, however, | 
reacted sceptically to the idea of the South. 
Korean formula working in their coun- 
tries. A Thai official, representing the Of- _ 
fice of the Prime Minister, lamented that 
planning in Bangkok is subject to con- - 
flicting demands from political and other 
interest groups which make adoption of | 
a consistent, centralised strategy impos- - 
sible. ў 
“There are lessons to be drawn from the _ 
South Korean model," said one Asean | 
planner, leaving the KDI convinced that ~ 
more such forums should be held. | 
At a cost of US$2 million, KDI has bro- 
ken ground for construction of a three- - 
storey building to accommodate its new - 
Centre for International Development ex- ~ 
change programme, which will help the — 
government's efforts to spread South \ 
Korea's development model. To be com- ‘ 
pleted in March 1983, the building willbe | 
used by KDI to hold seminars and work- | 
shops for up to 200 officials a year from de- ' 
veloping countries. Chun visited KDI on — 
June 11 to demonstrate the government's — 
support for the latest moves. n н 
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Struggle for power i 


India will try to meet its massive electricity needs with thermal { | 


capacity for now; hydroelectric projects will follow E 


By Salamat Ali 

New Delhi: Faced with a chronic power 
shortage. the need to quadruple its cur- 
rent total power output of around 25.000 
mws by the turn of the century and the cur- 
rent credit squeeze hobbling power-gen- 
eration equipment manufacturers, India 
has worked out à short-term strategy to 
ensure its economy does not slowly grind 
to a halt. 

First. in view of the World Bank's latest 
tough loan conditions for thermal power 
generation, the country has decided to 
seek the bank's support only for hydro- 
electric power projects. Secondly, it has 
begun accepting on a selective basis 
foreign manufacturers' credit offers tied 
to supply of thermal power equipment. 

The World Bank, especially through its 
soft-loan window, the International Deve- 
lopment Association (IDA), has been one 
of the principal sources of finance for 
India's coal-based power projects. In re- 
cent years, this was an important factor in 
the steady shift towards thermal genera- 
tion. One of the principal beneficiaries of 
the bank was the giant Bharat Heavy Elec- 
tricals Ltd (Bhel) which several times suc- 
cessfully bid for the bulk of loan-backed 
tenders for thermal power equipment. 
But Bhel, with the capacity to manufac- 
ture generating sets up to 1,000 mws, now 
has most of its equipment lying idle. It says 


electric project in Orissa, probably wi 
four units of 150 mws each. Second on the 


in Andhra 
power potential but estimated to cost- 
around US$600 million at current prices 
compared to Indravati's cost of U 2 
million (at 1978 prices). Other proposals — 
cover small- and medium-sized hydroelec- 

tric projects. 


this is because of the countrywide credit 
squeeze. The World Bank declined to fis 
nance thermal projects under an agree- 
ment it put forward in May, saying India. Н 
had а severe imbalance between the E 
and hydroelectric generating capacity. it A 
pointed out that though hydroelectric gen- i 


eration accounted for about a third of cur- _ 


rent total output, the country had not used. 


2 


even 10% of available hydroelectric po- 


tential. The bank suggested India rep 


a long-term plan to help it choose suitable | 
projects for financing: 


N 
* 3i 
oncluding that the bank's interest in. 
hydroelectric projects could help it se- j 
cure fast-diminishing interest-free, long- 
term IDA loans, India lost no time preparing - 


a project portfolio, which is due to be pre- 
sented to the bank shortly. Topping ће 


list is the 600-mw. Upper Indravati hydro- 


vh 
LÀ 










list is the Naghajatri hydroelectric project’ 
Pradesh with unidentified | 


Although the emphasis in the next five- 
53 
















































| io о meet the immediate crisis. At present 
ot India is able to meet the seasonal demand 
- of its farms by cutting power supplies to its 
- industrial, commercial and domestic sec- 
mos 


p the past five ub. in Bihar alone; 
hree cement factories lost 100.000 tons of 
iheir normal production because of power 
ts. None of the factories in the state was 
ning expansion, primarily for this 
on, said the industrialist. 

nsequently, the Indian Government 
worked out ways to obtain additional 
wer from existing power stationis by up- 
ng technology or supplementing exist- 
P units with additional equipment — 
lich will cost less, and take less time, 


M. K. Tikku 
ew Delhi: India has made a quick start in 
complex and expensive business of ex- 
ing minerals from the seabed. Among 
loping countries, it is the only one to 
qualified for the status of “pioneer 
estor" as defined by the United Na- 
ns Law of the Sea Conference recently 
IEW, May 21). Now the government 
anning to spond an estimated Rs 12 
Шоп (US$1.3 billion) on building 
cilities to support commercially viable 
ining of polymetallic nodules from the 
an Ocean seabed, which should start 
1995. 

India qualified for pioneer status after 
imping close to US$30 million into 
loring the seabed. It thus gained entry 
an exclusive 11-member club to be al- 
ed sites for seabed mining in the mid- 
90s. The cut-off date for the qualifying 
$$30 million investment in seabed ex- 
oration is January 1, 1983. But it has been 
ed that one more developing country 
be admitted by 1985. China and 
azil are racing to win the entitlement. 
Apart from India, those en- 
led to pioneer status are 
nee, Japan, the Soviet 
- Union and four transnational 
consortiums representing Bel- 
ium, West Germany, Italy, 
pan, the Netherlands, 
nada, Britain and the Unit- 
States. The US holds nearly 
| 50% of the four consortiums’ 
- equity. while Japan is repre- 
sented through the consor- 
Чит» as well as on its own. 
| Although the existence of 
0 olymetallic nodules on the 
ocean bottom has been known 
for more than a century, it was 
nly in recent years that world 
ntion began to turn to them 


n 5 
tify un mosfin need o rient improve- 


ment and means of doing this, The gov- 
ernment has promised to provide all 
necessary inputs, including finance, on à 
priority basis. 

Luckily for India, the world power-gen- 
eration equipment industry is hit by reces- 
sion and badly in need of takers of its idle 
capacity — hence the offer of credit to meet 
the growing equipment demand. The 
Soviet Union recently offered tied credit 
for the Vidhyachal thermal project in 
Madhya Pradesh; Japan offered to supply. 
on credit, powerful generating sets for the 
second phase of the Anpara project in 
Uttar Pradesh; during Prime Minister In- 
dira Gandhi's visit to Britain towards the 
end of March, credit was offered for the 


third phase of the Chandrapura thermal 


Poor but resourceful 


dia moves fast to acquire the complex skills and 
c ا‎ needed to extract minerals from the seabed 


as a future source of manganese, nickel, 
cobalt and copper. The main reason that 
India could make a quick start was the 
availability of technical and research ex- 
pertise in this field. The National Institute 
of Oceanography. founded in 1964, and 
four other technical institutes and univer- 
sities had been engaged in seabed research 
for several years before the present prog- 
ramme was launched in 1978. The first 
batch of nodules was picked up from the 
seabed in January 1981. Two more ex- 
plorations were completed in April this 
year. 


П three experimental forays were 

made with an indigenously designed 
and built research vessel, the Gaveshani. 
Moves are now afoot to purchase three re- 
search vessels with more modern equip- 
ment — one each from West Germany, 
France and Denmark. “More ships may 
be chartered, if found necessary," a senior 
official at the newly constituted Depart- 
ment of Ocean Development told the 


The Gaveshani: more vessels on the way. 





уум, 
Indias National Power Corp. recently 
signed. an agreement with Northern En- 
gincering Industries of Britain for the sup- 
ply of thermal power equipment. (It is not 
known Where this equipment is to be in- 
stalled.) 

These offers have an additional attrac- 
tion for India. The country, being rich in 
coal reserves, has plenty of thermal fuel. 
But most of its coal ts said to have a high 
ash content and needs the latest techno- 
logy to overcome this drawback. New im- 
ports would help the country update its 
technology. This would be crucial be- 
cause, as is admitted by officials, a reliable 
power supply in the immediate future 
will depend largely on the performance 
of existing thermal stations. 


Review. The department itself was 
created last July under the aegis of the 
Cabinet Secretariat. In recognition of its 
growing ‘activities, however, the depart- 
ment was granted independent status in 
February this year. 

As part of its expansion programme, 
the department has started large-scale re- 
cruitment of technical personnel, includ- 
ing оо and marine engineers. Ac- 
cording to official sources, the technical 
staff may increase to 3,000 in the next few 
years. The first batch of 20 scientists was 
sent to West Germany recently for ad- 
vanced training in oceanography. 

A major part of the estimated Rs 12 bil- 
lion set aside for infrastructure is to be 
spent on a decade-long programme of 
building facilities — offshore and on — for 
handling 10,000 tonnes of nodules a day. 
This is the level at which the nodule min- 
ing programme becomes economically vi- 
able. On the basis of surveys so far, India 
has identified two nodule fields just south 
of the equator in the central Indian Ocean 
seabed, and it may ask to be allotted one 
of these when the yet-to-be-constituted 
International Seabed Authority gets down 
to the job of assigning sites to the pioneer 
investors. Two sites are to be retained by 
the authority for mining by its own 
agency, the Enterprise, which will be the 
common property of all countries. Each 
seabed plot, it has been stipu- 
lated, will have an area of not 
more than 150,000 sq. kms. 

The Department of Ocean 


Development is currently 
working on its investment 
programme for the re- 


maining part of India's sixth 
five-year plan (1980-85) and 
its seventh. For the current 
financial year, the Planning 
Commission has tentatively 
agreed to provide about Rs 180 
million. The commission is giv- 
ing priority to the ocean deve- 
lopment programme, which is 
seen as being very much in the 
national interest for both 
. economic and political reasons. 
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Prequalification notice to prospective TBHerers 
-for the construction of "s 
Road Al, Kenya; hn Road Link, P Каана Section, 
| ‘Contract No. RD 0167 б 


Financed by the Saudi Fund for Development, 
BADEA (Arab Bank for Development in Africa ) 
: ` and the Government of Kenya 


| The Government of K énya will shortly be inviting 
` tenderers for the construction of the above project 
located in the Turkana | 
UE. Province. . d PD 
f The works o be execu 
“sist of olke 


-way and 0.5 m. “shoulders on both ‘sides: and 
pavement comprising: | 
100 to 175 mm. natural йена) subbase, - 
125 mm. graded crushed stone base, 


km: link road to 
us gravel seal coat 


; 1,300,000 cubic m. 


HAM cubic m. 
== 20,000 cubic m. 
..120, 000 геты т, 


Earthworks: approximate 


) Naturalsubbase . 
Natural base <<... 
raded crushed base - 


| $ Scope of thé pio: а 


by the interested 
onsulta a 


rict of the Rift Valley. 


Telephone Nos.. 337796, 2558 
telex No. 22627 E 

The project is to be financed by 

Development, BADEA апа the Go 

Kenya. Subsidiaries, affiliated. firm or ag : 


“boycotted by t 


work satisfactorily, 

alia: experience апа peforman e on. simil 
tracts and technical çapabilites and finan 
sition. 


The Government of Kenya reserves thé ig it to 
ject any or all contractors who submit their nar 
for prequalification. 


Completed prequalification documents chili 
sent to: | 
Chief Engineer (Roads and Aerodromes) 
Ministry of Transport and Commu 
tions 
P.O. Box 52692 
NAIROBI 


50 as to reach him not later than 12 noon оп 30t 
July, 1982. 


toad and Aerodromes) 
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PROMEX is the trade mark of Romanian 
hydraulic excavators offered 
by the company 


It grants you success in the field of construction 

jobs 

e tyre or crawler hydraulic excavators of 0.5-7 
cu.m. capacities 

e ESE 800! electric excavator of 8-10 cu.m. 
bucket capacity 

e crawler hydraulic excavators, dragline-type, of 
0.8-2.5 cu.m. 


For the above-mentioned products our enterprise 
supplies a faultless service during guarantee 

` period and afterwards, as well as the necessary 
spare parts. 


For details apply to: 


MECANOEKPORTIMPORT 
Foreign Trade Company 

79522 BUCHAREST 

ROMANIA 

10, M. Eminescu Str. 

Telephone: 12 46 00 

Telex: 10269 

POB: 22-107 
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an early start, 
o Hitachi Ltd 
s т designer Jun Naruse was clearly 
en on his work. One chilly morning last 
ovember, well before dawn, Naruse-san 
his hotel in Hartford, Connecticut, ac- 


Glenmar Associates, à California a 
cialising in: industrial “research,” 
ay an unscheduled. visit to-the local fac- 


€ not, however, so much 
шее in engines as the brand new 
_ IBM. computer,’ still on the secret list, 
; Which Pratt and Whitn just leased. 
; collected doc- 





which per 
duty to admit them 
developmen ы nor- 
mally barred to outsiders. Hiding in a 
darkened room while a guard opened a 
,'" combination lock, Naruse and Garretson 
. entered an inner sanctum where an IBM 
3380 was searchin gi its memory Over a pro- 
blem in turbi ( 
As he raised | Naruse was 
warned by Garretson not to include any of 
the Pratt and Whitney background in his 
photographs; which might reveal where 
. they had been taken. The inquisitive pair 
then left, and three days later Garretson 
produced maintenance manuals for the 
computer, for which Naruse paid him 
US$7,000 in cash, departing for Japan 
soon afterwards: with his, ‘snapshots and 
purchases, 
“Only.aweek 
from Naruse's b 
design enginee 
factory. near 
sultation service contract. ^ Hitachi, asen- 
thusiastic users of Japanese products will 
know, is the biggest electronics firm in 
Japan and according to the: Japan Com- 
pany Handbook is “closely following IBM 
іп the heavy-duty computer area." Just 
how closely emerged in Hayashi's letter: 
what particularly. interested. Hitachi, he 
explained; was the "architecture" of IBM 
Model 3081 the maker's very latest super- 
























з r Garretson. had a i letter 


`. secret machine. There followed a series of 


telephone “calls: and” meetings in^ Las 
Vegas, Hawaii and other romantic PN 





"research" 
анау 


'alifornia (in Sili- 
ar shopping trip. 


panied by one Allem Garretson of. 





rs and the eclectic ninja 


Here the Mitsubishi тапете the same 
ever-helpful Garretson and explained that 
he was also interested in the IBM 3380, al- 


ready (unknown, o 


f course, to Mitsubishi) 


the subject of Hitachi's early morning 
photography session. More meetings fol- 
lowed, in which thé “Mitsubishi side re- 


portedly offered a 


"large sum of money” 


and Garretson said the.required informa- 


tion. could be pro 


cured through "shady 


channels" for US$75,000. The Mitsübishi 


men offered to set 


up a dummy company 


to conceal the payments, and US$6,375 
was in fact paid and another US$19,500 


promised. 


How, readers may be wondering, do we 
come to glimpse such fascinating vignettes 
of 20th century business life, sharp and 
clear as if they had been caught on a Ja- 


panese video tape- 


-recorder? The answer 


is, it seems, they were: The man named as 


Allen Garretson is 


an agent of the United 


States Federal Bureau. of Investigation 
(FBI) and Glenmar Associates is the San 


j Francisco headquarters of the FBI — the 
local 'cop-shop; in fact, for Silicon Valley. ; 


And. according to FBI agent Kenneth 
Thompson, in charge of the case, the meet- 


ings, letters and payments involved were . 
bugged. microfilmed- and video-taped_ 
both for posterity and for the grand jury - 
begin ек San- 


which was due to 
Francisco on July 1. 


I: was the cash payments by both Japan- | h 

ese companies the previous week that” 
seem to-have convinced the FB: they had | 
enough evidencé to proe 
Of the suspects so far taken in, one; a com- 

; puter. designer -from Hitachi: Tomizo 


Kimura, was arrested by FBI agents 
aboard а Tokyo-bound flight waiting to 


take off from San Francisco airport with, 
according to the FBI, à suitcase “crammed 


with IBM data" cradled on his knees. All 


have been charged 


with the same offence: 


conspiracy to transport stolen property to 
Japan. Another giant Japanese-American 
scandal, in short, is upon us. 

The FBI's conduct of the investigation 


has а familiar ring. 


The decoy is as old as 


Delilah, but, along with such tried police 
techniques as the third degree, the rubber 
hosepipe and the frame-up, the use of the 


agent provocateur 


has often lead to un- 


easiness: while the old-fashioned finger- 
print, informer and courtroom confession 


leave little room for doubt, entrapment | 


cases often: wind. up in arguments about 
exactly what was said, and in what tone of 
voice, who seduced whoni and whether 
the accused had genuine guilty intentions 
or just thought he was following local cus- 
tom. The VTR. in which Japan has a 


near monopoly ( 
100,000 VTRs: 
volutionised the 
jurors to vie 


Hitachi alone makes 
a month) has re- 
strategy by. enabling 


ишу тап, а$ it WER. 





on the job and to judge 
whether he thought he was doing’ 
lt was the courtroom appear 
American congressmen on the s 
taped in the act of accepting brib 
fake Arab sheikhs, enabled 
to secure" convic ne 
brated "Abscam" trials of 198E, 
bureau would seem, то ‘be relyi 







































tronic wizardry in wh: 
Japan) are calling “ 
bly, perhaps, the first 
have been to deny all guil 
the Japanese. nent 






















IBM to discredit Тарі бево отре! 
. Tokyo police, refusing extr. 

those wanted in Japan even befor 
mand has arrive n 










































mmi cC! Jab es 
an the stuff property be desc 


| : apane 
their pasen prosperity to sys 
ing of other people's ideas wi 
surface again, with the 20 mi 
rently unemployed in Europe and 
all too ready to listen. - 
Japanese business ethics have cert: 
enjoyed an appalling reputation o 
centuries. History’ shows few 
of one society rifling the ideas of. 
as striking as the way in wh 
ese took over Chinese writing, t 
science and technology. The only 
comes readily to mind is the way 
the Teutonic peoples of Europe 
by the English-speakers, ripped 
achievements of their more civilised 
neighbours. In this mass pillage we: 
however, notice some small Japa 
ventions and improvements; mod: 
practical: the paper lantern to shield a c 
dle from the rain. for instance, or Japa 
| ese soya sauce, which even the Chin 
(who ought to.know) prefer to their ó 
When the American gunboat: trai 
Commodore Matthew Perry arrive 
Japan in 1854 with samples of We 
technology such as the steam tr 
lectric telegraph (neither of then; 


















































































can inventions, by the way) it was not-sur- 
prismg that Japanese inferiority feelings 
towards China quickly turned towards the 
achievements of the new, long-nosed 
foreign devils. 

But where, on the thorny problem of Ja- 
panese originality, does the truth lie? 
From idea to marketplace is a long bumpy 
road, and to trace it to its beginning means 
going back many centuries. For sheer be- 
ginning-from-basics inventiveness, toiling 
in dingy back rooms while, wives and child- 
ren whimper for bread, the’ British held 
the record for many years and probably 
hold it still. For the ideal combination of 
ingenuity, openness to new ideas, the abi- 
lity to marshal huge resources and unflag- 
ging pursuit of profitable exploitation, the 
Americans have been the champions most 
of this century, as witness the careers of 
Thomas Edison and Henry Ford and, in 
our own time, the miracles worked by the 
incantation “think” on the lips of Thomas 
Watson, the semi-divine founder of IBM. 

However, when it comes to pure pro- 
ductivity, the Japanese have in recent 
years passed all their rivals. This victory 


has not come from any great theoretical 
breakthroughs, which have indeed seldom 
illuminated Japanese brains, but rather 
from necessity and a kind of human en- 
gineering rooted in Japanese history. Told 
how to do something, Japanese can almost 
always find a way of doing it better, faster 
or cheaper, often all three; this kind of 
achievement is worth study, even at 5 a.m. 
In the years after 1945, the international 
economic going suited Japan to perfec- 
tion, with a limitless flood of farmers 
pouring in from the rice paddies and all 
the technology generated or stimulated by 
World War П — electronics, TV, automa- 
tic machinery, mass production and the 
rest — flooding into Japan. often free. or 
sold for what turned out to be pittances. 
Japanese have always had open minds 
about new ideas, irrespective of their 
source, or to be more precise they have re- 
garded foreign ideas as a gift from the out- 
side world, to be paid for in full by the 
humble Japanese tribute of imitation. 
The notion that a foreigner might think 
he has property rights on an idea, just be- 





cause he had laid out money on it (IBM 
has spent US$7.6 billion on research and 
development in the past six years) still 


seems odd to the Japanese. Until quite re-. 


cently, the idea that there were limits to 
American resources seemed strange to 
Americans, too. This light-hearted or 
light-fingered view of the value of ideas 
does not, of course, extend to those the Ja- 
panese have developed at their own ex- 
pense. Nikon will not allow people from 
rival camera concerns to visit its works, 
and 1 have personally been dissuaded, 
very politely. by Honda executives from 
peeping into a part of their factory where a 
new model was taking shape. But this was 
in Japan, not the US or Europe. 


оаэ too, аге keen visitors of for- 
eign factories, usually during business 
hours, and eager buyers of foreign pro- 
ducts which they dismantle in search of 
not-too-heavily patented ideas. This is 
known in the trade as "reverse engineer- 
ing" and*every manufacturing concern in 
the world, except the unsuccessful ones, 
does it. But the international climate has 





changed: the ideas of World War II, in 
their original form, have all been used up 
and now that atomic energy has run into 
the sands, the electronic data-processing 
business, both in its civil and military 
forms, appears to be the tidal wave of the 
future. The special conditions of the com- 
puter trade explain, if they do not justify, 
the curious goings-on behind Japscam. 
Japanese can make a computer (the 
hardware) as well as anyone in the world, 
probably better. In fact. Hitachi does 
some subcontracting of components for 
the Japanese branch of IBM. Increas- 
ingly. however, the skill lies in devising 
the programmes which direct the com- 
puters at their eerie labours (the software) 
and here the Japanese are, by universal 
agreement, weak in comparison with their 
American competitors. Part of the trouble 
lies in the fact that the software, at some 
stage, has to be written in the English lan- 
guage; part in the sheer PhD-power which 
IBM, with 70% of the world market in 
mainframe computers and every univer- 
sity in the US to graze over, can muster. 


The Japanese computer industry has at- 
tacked IBM’s near-monopoly in various 
ways. One concern, Fujitsu, is hardly 
known outside the country, because 
three-quarters of its output is sold under 
the brands of Siemen, Amdahl, TRW, 
ICL and other famous European, British 
and American makes, and only an indus- 
trial mountaineer with a powerful torch is 
likely to find the modest “made in Japan" 
somewhere on the machine. Fujitsu's bu- 
siness, in short, is making computers for 
ІВМ competitors. 

Mitsubishi, a huge combine in other 
ways, has not had much luck in marketing 
its own make of computer under its Three 
Diamonds trademark, well-known even 
before it adorned the best-selling Zero 
fighter. Japanese stinginess seems to have 
led them into the Japscam trap. Natur- 
ally. Mitsubishi likes to keep an eye on 
what the competition is doing, but buying 
one of the latest IBM computers for “re- 
verse engineering" now costs US$40 mil- 
lion. At those prices, US$20,000 for a set 
of manuals and operating instructions, as 
offered by Garretson, looked like a bar- 
gain and before they knew it the frugal 
Mitsubishi men were on camera. 

Hitachi, even in Japan a cheeky out- 
sider in the computer business, adopted 
another approach. If diligent and 
painstaking Japanese are so good at mak- 
ing computers, and imaginative Ameri- 
cans, heavily subsidised by procurement 
orders from Nasa and the Pentagon, excel 
at thinking about them, why not combine 
cheap and reliable Japanese hardware 
with polished, penetrating American 
software? This transistorised version of 
the Madame Butterfly story is exactly 
what Hitachi was offering, with the pro- 
mise that its products would be "compati- 
ble," practically old married folks, with 
IBM's. To defeat this manoeuvre, IBM's 
newest machine, the 3081, has part of the 
software wired into the mainframe, as 
computer people say in their gritty jargon. 
So. in order to make a machine which 
would work with the 308I's as-yet unwrit- 
ten software, Hitachi had to know the pri- 
vate parts, as it were, of the prototype 
3081, to get an idea of its “architecture,” 
to — we might as well be blunt here — 
copy it before IBM could collar the whole 
world market. 

Garretson had the data to sell. He came 
recommended by a long-time consultant 
of Hitachi, one Maxwell Paley, who turns 
out to be a former IBM employee with a 
Japanese-style sense of loyalty to that 
most Japanese of American companies. 
The equally loyal and patriotic Hitachi 
men were tempted; they fell. and before 
they knew it they were taking a screen test 
for the FBI. 

So. whatever happens, some of the dark- 
est suspicions about the Japanese have ap- 
parently been confirmed. Just one indica- 
tion of how rough the big computer game 
is becoming now that the world economy 
is slowing down under the, curbs of the 
horseman from Hollywood is the fact that 
Hitachi was bound to have been rumbled 
anyway. as soon as it produced its first 
machine compatible with the 3081. 
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 Kamaluddin | 

angladesh..Findnce Minister 
Auhith, a firm critic of past gov- 
ures to take hard political de- 
r the economy, has presented a 
dget for fiscal 1983, which began 
Development spending has 
ed and taxes raised, reflecting 
hith believes is a fiscal policy re- 
or the “transformation of the na- 
conomy." Outlining the back- 
fo the budget on June 30 the fi- 
inister said: "When the growth 
Own to zero, the production pro- 
mpered,. employment. oppor- 
imited, investment in decline, the 
f payments in disequilibrium and 
assistance decreasing, steps to- 
Overy have to be bold and firm." 
ew. budget is very different from 
recent years, The annual develop- 
gramme (ADP) for Taka 33 bil- 
$2.2 billion). which was approved 
ational Economic Council (the 
making body headed: Бу chief 
; administrator Lieut-Gen. Н. 
had) has been slashed to Taka. 27 
rationalisation committee ар-: 
ed by Ershad himself. The commit- 
e-examined priorities. and dropped 
a third of total proposed projects. 
uently. the budget did not include 
ofthe ADP, which the finance 
promised to make public “in the 
lays 



































ding :to- preliminary. estimates, 
domestic product (GDP) at con- 
ctor 1972-73 costs is estimated to. 
rown by. just 0.1% during fiscal 
compared to a.6.1?5 growth the 
fore: The cost of living increased 
verage.19% during the 12 months 
n March this year, according to the 
"ic Survey. of Bangladesh. pub- 
(ith the annual budget. . 
agricultural sector, which repre- 
early 55% of GDP, grew only 2.296 
cal 1982 compared with 7.1% the 
re, due mainly to bad weather 
st attacks. Manufacturing output 
y Only 5%, power and gas by 
construction by 3.9% and other 
е5 by 4.5%. Per capita income dur- 
Ie year declined by 2.2% after rising 
the year-before. ` 
tigladesh’s average export prices dur- 
he year were estimated to have de- 
1 by 17% while import prices rose 
The World Bank estimates that соп- 
us adverse terms of trade in the past. 
ears have eroded Bangladesh's pur-. 
ower by about Taka 20 billion.) 
ber-December 19 he average 
; „aton of jute goods was: 
, having declined from 059829. 














break with the past, Bangladesh comes to terms with harsh | 
lities by cutting subsidies and development spending 








-would be given this year to agricultural. 


ing 






sources actually available. In retrospect, 
fiscal 1980 was unusually successful — the 
ADP. was revised upwards to Taka 23.3 
billion from. Така 20.7 - billion: But 
worldwide: recession. followed in. fiscal 
1981..The country's terms of trade drop- 
реа Бу 22%. and. the government was 
forced to cut its ADP from Taka 27 billion 
to Taka 23.7 billion. The adverse trend 
carried.over into 1982. 






In his budget speech, Muhith said the 
nation must now “make.a bold effort to- 
wards an increase in domestic savings and 
resources, involving.a great deal of sac- 
tifice and hardship." The revenue side of 
the budget has been estimated at Taka 
26.4 billion, up Taka 840 million from last 
year's revenue collection under the re- 
vised budget but down about Taka 2.2 bil- 
lion from the original budget estimate. 
After meeting revenue expenditures. of 
Taka 20.38 billion, there will be a surplus 
of about Taka 6 billion to help finance the 
ADP. Although details of the ADP will 
not be announced until mid-July, its size 
will remain at Taka 27 billion. е 

Foreign aid is expected to contribute 
Taka 21 billion to the ADP in the 1983 fis- 
cal year, financing 7876 of it. This is hardly 
an improvement.over 1982, when in- 
adequacies forced the government to slash 
the ADP from its original Taka 30.2 bil- 
lion to Taka 27.2 billion, of which for- 
eign aid was behind Taka 20.8 billion, or 
7795. ; 

Мићић did not hold ош much hope for 
an upturn: "The severity of our external 
problems may lessen somewhat, but there 
is no chance of any substantial improve- 
































T: World. Bank and other major aid 
donors have been calling for a smaller, 
more manageable’ ADP. Diplomatic 
sources discussing the size of the ADP for 
1983 told the REVIEW in April a realistic 
ADP should be Taka 25 billion (REVIEW, 
Apr. 23). ; 

Muhith’s budget included major cuts in | 
energy and food subsidies; Consequently, 
consumers face. price rises of 41% for 
petroleum: products, 40% for electricity 
and 14% for chemicalfertilisers. The sub- 
sidy -on.. foodgrains.- supplied. through 
Bangladesh's modified rationing system is 
reduced almost to nil. The rises will bene- 
fit the. Power Board, which lost Taka 550 
million irt 1982, the Petroleum Corp., 
whose. cumulative losses from subsidies 
have reached Taka:3.3 billion, and other 


Exporters соте first — 
Officials pull out alt the stops in a determined effort... . 
to boost Bangladesh's sales abroad Be 










































products exists all over.the world, espe- 
cially in the Middle East, he claimed. 
The government is concerned over the 
continuous. deterioration in.the country's 
terms of trade which has aggravated the 
balance-of-payments | situation. . Bangla- 
desh,. Azam said; "*has:-not. developed an 
export. mentality." He added: “People 
һауе {0 be export-minded;. We must have 
national will — a commitment. A national 
consensus.has to be developed." © . 
The government has pledged to provide 
all possible facilities to raise the level of ex- 
ports, Exports. of ready-made garments 
are. felt.to have tremendous potential as 
Bangladesh “has exempted from 
quotas .by.th economic Com- 
here exports far 


Dacca: New export and import policies in- 
troduced for fiscal. 1983, which. began on 
July 1, reflect the government's desire that 
the private sector play a bigger role in the 
export trade. Commerce and Industries 
Minister Shafiul Azam said the govern- 
ment was ready to provide incentives-to 
help increase exports and to ensure im- 
ports of raw materials and spares needed 
for industrial production., 

Bangladesh has targeted its exports for 
1983 at. Taka 15.5 billion (US$1.02 billion) 
compared to the target of Taka 15 billion 
(and actual exports of Taka 12.5 billion) 
last fiscal yeag. Last year's target in US 
dollar terms was about US$800 million (at 
then prevailing exchange rates) while ac- 
tual exports. in dollar terms were only 
about US$600 million as the taka fell. 

, Jute and jute goods, the mainstay of the 
country's export earnings, are expected to 
account. for around 62% of the export 
target despite recent falls in their export 
volume and value. Azam said a new push 





















y-made gar- 
les, hand- 








production and exports. Demand for these. 












government agencies which have been 
providing products and services at less 
than cost. Official policy now is aimed at a 
gradual withdrawal of subsidies for food 
and fertiliser. Some prices (that of vehicle 
fuel, for instance) have been raised to ar- 
tificially high levels, apparently to make 
up for past losses. 

The axe has also been applied to indi- 
rect subsidies. In the past, increased pro- 
duction costs for certain goods and ser- 


tional fairs to promote its non-traditional 
goods. 

An export credit finance department 
will be opened by the central bank to fi- 
nance exports of non-traditional items at 
concessional interest rates. The govern- 
ment will set a time limit for the commer- 
cial banks to process exporters' applica- 
tions for export credits. The Export Credit 
Guarantee Scheme which, for all practical 
purposes, has been dormant, will be re- 
vived. 


eanwhile, the National Council for 
Exports, established with the chief 
martial law administrator Lieut-Gen. H. 
M. Ershad as its chairman to look after ex- 
porters' needs, reflects the administra- 
tion's commitment to the export drive. 
To ensure the smooth import of indus- 
trial raw materials and spares, the official 
licensing system has been liberalised. 
Azam said: “Any item which is not banned 
can be imported by anybody. It is a simpler 
licensing procedure." A Taka 29.1 billion 
import fund makes available foreign ex- 
change for production-oriented capital 
goods while the share of commercial im- 
ports has fallen correspondingly. Export- 
ers can either import goods they need or 
sell their import entitlement on the open 
market. This ‘is expected to create more 
demand for foreign currency being remit- 
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vices were not passed on to consumers for 
lack of political courage. Now commercial 
prices will be charged. 

The budget mapped out a 12-point 
programme for action. Among other 
things, it aims at: 

» mobilising savings and resources 
from the less than 20% of the population 
above the poverty line; 

» cutting waste and matching invest- 
ment to available resources; 


ted by Bangladeshis -working abroad 
under the special wage earners' scheme. 
Funds remitted by Bangladeshis from 
abroad are auctioned by the banks openly 
to buyers, usually fetching slightly more 
than the official rate of exchange. Export 
Performance Licence holders will be per- 
mitted to import goods with funds pur- 
chased under the wage earners' scheme. 

The import bill is to be financed with 
Taka 12.6 billion from the government's 
own cash resources; Taka 6.6 billion from 
commodity assistance; Taka 2.5 billion 
through barter agreements with socialist 
bloc countries, and Taka 7.5 billion 
through the wage earners' scheme. For 
the current fiscal year, an additional Taka 
5 billion has been earmarked for the im- 
port needs of the industrial sector. The 
sector's share of the total import bill is set 
at 86% while commercial imports will ac- 
count for only 14%. 

The share of public sector imports has 
been reduced to 60%, leaving 40% to the 
private sector. The oil import bill will cost 
the nation about Taka 11.1 billion this year 
compared to actual imports of Taka 10 bil- 
lion in fiscal 1982. Although this year's im- 
port figure is Taka 1,55 billion more than 
last year, in dollar terms it only adds up to 
US$1.32 billion compared with more than 
US$1.5 billion last year. 
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ensuring quality and efficiency in the 
production process; 
Far’ improving the position of public sec- 
Хог bodies by “rationalising” subsidies; 
_ > increasing exports by providing in- 
tives; 
З encouraging private-sector enter- 
= > controlling inflation through re- 
raint in money supply, bank credit and 
get deficits. 
fore than 36% of the ADP's funding 
been earmarked for agriculture, water 
jurces and rural development. Rural 
'ojects could be transferred for planning 
implementation to local levels of ad- 
nistration. Food production has been 
at 15.5 million tons, about 10% more 
an production last year. Total foodgrain 
ion stood at nearly 14.8 million 
in 1981 compared with 14.1 million 
in 1982. 
he budget aimed at achieving an over- 
'rowth rate of 6% during the year. The 
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d: Pakistan began its fiscal year 
(on July 1) with a "status quo" 
‚ founded on the state of the econ- 
+ which did reasonably well in fiscal 
Leading economic indicators dis- 
| with the budget showed that gross 
ic product again grew by about 6% 
year while production of major indus- 
rose by 12.1% thanks mainly to in- 
d output of sugar, fertilisers and ce- 
t. Farm output was up 4%, which en- 
d Pakistan to achieve self-sufficiency 
food. On the debit side, imported 
cost US$1.66 billion — equivalent 
6% of the country’s merchandise ex- 
arnings — and continued to strain 
economy. Despite claims of a larger 
tic output, dependence on im- 
energy is not declining. 
ces continued to be an area of major 
sern to the government,” according to 
official document, despite an officially 
n improvement in inflation. 
ist the 10.5% increase in wholesale 
es in 1981, the increase in 1982 was 
396; consumer prices rose 8.3%, com- 
i d with 13.9% in 1981, noted Minister 
of Finance Ghulam Ishaq Khan in his bud- 
speech. Independent economists dis- 
these statistics, however, and put the 
inflation rate at around 20% , arguing 
government figures are based on a 
owly defined consumption basket and 
these official weightings are not 
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is 
-. Meanwhile, Pakistan's current-account 
С ficit for 1982 is projected at US$1.3 bil- 
on, up 32% from 1981. The government 
attributes this to a decline in export earn- 








port 3.5%; 
4.5%, and other sectors 4.5%. 


But though the emphasis is on growth, 
the budget also aims at achieving social 
objectives. These include sparing the poor 
from tax; simplifying tax-collection proce- 
dures and cracking down on tax evaders. 
Currently, only 280,000 people pay in- 
come tax. Direct tax constitutes only a 
small portion of the government's total re- 
venue. The ceiling for exemption from in- 
come tax has been raised from Taka 


15,000 to Taka 20,000. 


Duty on many imported raw materials 
has been reduced to help private-sector in- 
dustry and steps have been taken to 
streamline the complicated tariff struc- 
ture. To encourage investment in indus- 
try, capital-gains tax on sales proceeds of 
land and buildings has been exempted, 
provided the funds are invested in setting 
up new industrial undertakings. Royalty 
payments and technical know-how fees’ 
have also been exempted from tax and the 






























an raises new taxes to meet its development 
, but inflation remains a cause for concern 





Ishaq Khan: figures in dispute. 


ings, higher imports and a bigger deficit on 
service transactions, 

The budget estimates gross revenue re- 
ceipts at Rs 57.18 billion (US$5.9 billion), 
an increase of Rs 6.29 billion over 1982. 
Current expenditures, meanwhile, are 
budgeted at Rs 46.91 billion, up Rs 8.82 
billion from 1982. Within this amount, de- 
fence expenditure will total Rs 22 billion 
in 1983, compared to Rs 19.59 billion in 
1982. 

The 1983 budget levies Rs 4.93 billion in 
new taxes, of which Rs 2.44 billion will be 
transferred to the development budget. 
The new taxes include: a 5% surcharge on 
all imports, a Rs 0.40-a-litre increase in 
the petrol price and increases in excise 
duties (production taxes) and customs 
duties on items like cigarettes, sugar, ce- 





construction 4.5%: rade 





the Ü 

tended. ", 

For the first time, the government is 
making a serious effort to tax better-off 
farmers. New taxes from this area, into 
which massive development funds have 
been ploughed, are expected to yield Taka 
490 million annually. By current govern- 
ment reckoning, a farmer with 4-6 bighas 
of land (three bighas equal | acre) should 
be self-sufficient, and a farmer with more 
than 15 bighas has a surplus on which tax is 
levied. 

Reflecting restrictive measures against 
credit expansion, money supply as mea- 
sured by the narrowly defined M1 de- 
clined by 3.3% between July 1981 and 
April this year, in sharp contrast to an ex- 
pansion of 18.8% in the corresponding 
period a year earlier. Broadly defined 
money supply (M2) recorded only a frac- 
tional expansion in the 10 months to 
April. Bank credit during this period rose 
16% compared with well over 23% in the 
period a year ago. 


ment, beverages containing imported raw 
materials, locally produced crude oil, 
caustic soda, plywood, nylon ropes and 
twine, iron and steel scrap. milling 
machines and automotive and tractor 
parts. Relief in duties has been provided 
for other categories of goods, however, 
and there is to be a scaling down of per- 
sonal income-tax rates, exemption of 
inter-corporate dividends and exemption 
of dividend income. 

The 1983 development budget provides 
for expenditure of Rs 31.46 billion. This 
will be financed with Rs 7.58 billion from 
domestic resources, Rs 15.74 billion from 
foreign economic assistance, Rs 5.7 billion 
from deficit financing (partly from exter- 
nal sources and partly from domestic bor- 
rowing) and Rs 2.44 billion from new 
taxes. (The remaining Rs 2.48 billion of 
new taxes will be transferred to other parts 
of the budget.) 

In an inflationary situation, the deficit. 
financing of Rs 5.7 billion will draw criti- 
cism, but Ishaq Khan said: “The govern- 
ment is determined to persist with its firm 
and disciplined fiscal policy," and re- 
course to deficit financing will be kept to 
the minimum. He feels the amount is 
within "safe limits." 

The development budget allows for 
6.2% growth during 1983 in the annual 
development programme (ADP). The 
money will be spent on government-sector 
units or to assist private enterprise in 
various fields. The 1983 ADP seeks to 
achieve output of 12.2 million tonnes of 
wheat, 4.8 million bales of cotton, 35 mil- 
lion tonnes of sugar cane and 3.5 million 
tonnes of rice. Industrial production is 
planned to grow 9%, with significant in- 
creases expected from synthetic fibres and 
yarns, fertilisers, cement and steel pro- 
ducts. Electricity generation will be in- 
creased by 14%, oil output raised from 
10,000 barrels a day (b/d) to 18,000 b/d 
and natural gas production by 18%. 
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Philippine cargo trade: fending off foreign competition. 


SHIPPING 


Manila’s barrier reef 


The country’s maritime industry gets added protection 
even as cosseting of other sectors is reduced 


By Leo Gonzaga 

Manila: Official policy on the Philippines’ 
maritime industry is moving against the 
general trend towards exposing local in- 
dustries to foreign competition. Non-tariff 
walls are being built around Philippine 
shipyards and shipping lines, designed to 
guarantee them business at a time when 
protective barriers around other indus- 
tries are being gradually knocked down 
(REVIEW, June 18). 

The government's Maritime Industry 
Authority (Marina) has just finalised two 
sets of guidelines. One stipulates that the 
dry-docking and repair of locally owned 
vessels must be done in the country. The 
other stipulates that imports of machin- 
ery, equipment and spare parts by or for 
Marina-registered shipyards must be car- 
ried by Philippine flag lines. 

Creating a market for shipyards is not a 
new policy. President Ferdinand Marcos 
issued a presidential decree, PD 1221, for 
this purpose in 1977. But owing toà dearth 
of qualified dry-dockers and repairers it 
took years for Marina to draw up imple- 
menting rules and regulations. As of last 
year, only 37 of the 163 registered ship- 
yards were known to be operating with 
Marina-prescribed dry-docking and repair 
facilities. 

As old if not older are similar efforts on 
behalf of ocean-going shipping com- 
panies. Several years ago Marcos, through 
PD 1466, ordered the use of Philippine 
flag carriers to import cargoes of govern- 


70 





ment agencies and state-owned corpora- 
tions as well as private entities if such en- 
tities had been granted tax exemption and 
other incentives or if they had outstanding 
loan obligations to government institu- 
tions. 

When an inter-agency committee re- 
cently authorised imports of second-hand 
trucks by truck rebuilders, one condition 
it imposed was that such imports must be 
carried by flag lines. Further back, the 
president issued an executive order, EO 
769, adopting Unctad's international liner 
code on cargo sharing and- directing 
Marina to draft implementing guidelines 
(REVIEW, Mar. 12). 


he scheme assigns 40% of the country's 

liner trade to the Philippine carriers; 
40% to carriers of the trading partner con- 
cerned and 20% to third-country carriers 
or cross-traders. Implementation will be 
confined initially to the Philippine-United 
States liner trade, If it goes well, coverage 
will be expanded, says Marina. 

Although American shipping lines are 
supposedly assured 40%, the US Govern- 
ment is seeking postponement of cargo 
sharing pending bilateral talks with the 
Philippine Government. Based on notes 
exchanged, it appears that such talks will 
have to wait until Washington has com- 
pleted a review of US maritime law. The 
US earlier warned of possible reprisals if 
Manila went ahead with the scheme un- 





ilaterally and there was consequent dis- 
crimination against American carriers. 

As for the cross-traders, after an initial 
wait-and-see attitude some are said to 
have taken steps towards legal action. It is 
understood, however, that they will chal- 
lenge the order only after exhausting dip- 
lomatic remedies. It is thought that for Ja- 
panese carriers a remedy may lie in certain 
non-discriminatory provisions of the 
Philippine-Japan Treaty of Friendship, 
Commerce and Navigation. But it is not 
clear whether Japan will invoke these pro- 
visions. 

In fact it is likely that third-country 
ships may be able to carry more than 20% 
of cargoes since Marina allows so-called 
pooling arrangements as well as condi- 
tional waivers of the guidelines, undoubt- 
edly in recognition of the limited capacity 
and sailing schedules of local lines. But 
American carriers are unsure whether 
they can join a pool without violating US 
anti-trust law. Other foreign lines are 
amenable to pooling as they have no simi- 
lar law in their home countries. 

Self-interest to some extent underlies 
the government's moves. Through its Na- 
tional Investment and Development 
Corp., the government owns 60% of 
Philippine Shipyards and Engineering 
Corp., one of the beneficiaries of PD 
1221. And through its National Develop- 
ment Co., the government owns almost all 
of National Galleon Corp., one of two 
local shipping lines (the other is Maritime 
Co. of the Philippines) plying the Philip- 
pine-US route and thus a beneficiary of 
EO 769. 

Philippine Shipyards is the biggest and 
most modern of its kind in the country, 
capable of handling the dry-docking and 
repair of 300,000-dwt ships. National Gal- 
leon is not such a giant. But the shipping 
company insists it can build up its tonnage 
if given a bigger cargo share. Whether or 
not this is a chicken-and-egg dilemma is 
just one issue. Another relates to possible 
conflicts of interest. Under the guidelines, 
Marina must consult the Trade and Indus- 
try Ministry on freight matters. Minister 
of Trade and Industry Roberto Ongpin is 
also chairman of National Development, 
which manages National Galleon for the 
government. 

It is not clear how much business will be 
generated for shipyards by the govern- 
ment's market-creating moves. But avail- 
able figures indicate the magnitude. of 
market-creation for shipping companies. 
Last year, for example, about US$60 mil- 
lion worth of steel plate, anchors, 
winches, auxiliary machinery, propellers 
and stiffeners were imported for dry- 
docking and repair operations. All such 
imports will now have to be aboard Philip- 
pine vessels. 

In 1980, freight revenues generated by 
Philippine-US trade came to roughly 
USS142 million, of which US$24 million 
went to Philippine carriers, US$23 million 
to American carriers and the rest to cross- 
traders. Due to pooling. arrangements and 
waivers, sharing will not necessarily be as 
to 40:40:20, but local shipping lines can 
target much more than US$24 million. 
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A stoke i in stea 


Australian cattle stations are hot investments for Asian 
states whose Muslim populations require large beef imports 


By Michael Richardson 

Kuala Lumpur: The East Malaysian state 
of Sabah is finalising the purchase of its 
third cattle property in Australia’s North- 
ern Territory. Informed sources say the 
deal — worth about A$3.4 million 
(US$3.5 million) — for Montejinni station 
in the Victoria River district will be com- 
pleted within two months. It will give the 
Sabah government an A$8 million rural 
land stake in the Northern Territory total- 
ling 3,475 sq. miles — an area equivalent 
to about an eighth of the whole of Sabah. 

Sabah’s small petroleum-rich neigh- 
bour on the north coast of Borneo — the 
sultanate of Brunei— recently bought one 
of the Northern Territory’s largest cattle 
stations, Willeroo, for about A$5.4 mil- 
lion. The lease was sold to Glencoe Pty 
Ltd, which is wholly owned by the Brunei 
Government. Brunei, a self-governing 
state under British protection, is due to 
become fully independent in December 
1982. 

A basic interest of both the Sabah and 
Brunei governments in acquiring pastoral 
properties in Australia is to meet growing 
demand for beef at home where there is a 
shortage of suitable land and cattle raising 
is in its infancy. The Brunei cattle-station 
purchase and the three Sabah acquisitions 
have all been welcomed by the Northern 
Territory government which is keen to at- 
tract productive foreign investment, espe- 
cially from neighbouring Southeast Asian 
countries. Australia’s Foreign Investment 
Review Board (FIRB) has also approved 
them. 

Both Sabah and Brunei are fast-de- 
veloping states with substantial Muslim 
populations. Demand for beef is growing. 
Live cattle shipments from Darwin and 
local slaughtering ensure that Islamic 
regulations are followed. 

The purchase by the Sabah govern- 
ment's Desa Cattle Co. of the 1,050-sq.- 
mile Camfield station in 1977 proved so 
successful that two more pastoral leases 
have been acquired — Legune (1,210 sq. 
miles) last year and now Montejinni 
(1,215 sq. miles). 

Sabah's annual consumption of Austra- 
lian cattle is about 9,000 head. This figure 
is expected to rise to 11,000 by 1985-86 
when it is hoped the three Northern Ter- 
ritory properties will carry between 70- 
80,000 head of cattle. Some of the Austra- 
lian stock is being sent to Sabah for rearing 
and breeding to build up a local cattle in- 
dustry. Alternative export sales may also 
be sought if supply exceeds Sabah's de- 
mand. 

The Montejinni deal was approved by 
the Australian Government, on the re- 
commendation of the FIRB and the 
Northern Territory administration, not 
long after Treasurer John Howard an- 
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cided to strengthen the test of bene i 
plying to foreign proposals for purcha 
Australian rural land. In future, approval 
would only be granted where the prosi 
tive buyer had firm plans to establish resi- 
dence in Australia, offered significant — 
economic benefits to Australia or — _ 
where net economic benefits were small 
— was prepared to enter an effective 
partnership (normally 50:50) with Austra- - 
lian interests. 

He said that in making its decisions — 
Canberra would pay particular attention. is 
to advice from the state or territory con- - 
cerned. The "significant economic bene- _ 
fits" test would require a potential foreign _ 
buyer to show that acquisition of the prop- 
erty would result in, for example, intro- _ 
duction of new technology, development - 
of the business or investment so that it — 
made a significant contribution to the _ 
rural industry concerned, promotion of _ 
new markets, or other advantages. o: 

Howard said the Montejinni proposal - y 
was approved because it promised to lead - 
to further development of the station and 
expansion of the live cattle trade to ae 
Malaysia. Sabah had satisfactorily de- _ 
veloped its first two Northern Territory _ 
cattle properties and Australians were _ 
given a chance to bid for Montejinni. He — 
said Sabah had been asked to ensure Шай 
the level of employment of Aborigines on | 
the property was maintained as far as poss w 
sible. 

































Howard: testing benefits. 







nounced in January that Canberra had de- 
cided to take "a more restrictive ap- 
proach" to foreign acquisitions of rural 
properties in Australia. 

The tightening up followed strong poli- 
tical pressure from Australian farming or- 
ganisations and other groups including the 
opposition Labor Party. They were con- 
cerned at statistics showing that foreigners 
bought 8.1 million hectares of rural land 
worth A$250 million in the past five years. 
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Н, the real figure could Бе much 
higher as transactions under A$350,000 
do not require FIRB approval. Farmers? 
groups claimed Australian dummy com- 
panies were buying land on behalf of over- 
seas investors seeking cheap rural prop- 
erty. A survey by the farmers' federation 
found that West Germans were the largest 
investors. But an A$4.5 million offer from 
Philippine interests for a Northern Terri- 
tory station was the single most expensive 
deal until the sale to the Brunei Govern- 
ment late last year. 

Questioned by the REVIEW on a recent 
visit to Singapore, Howard said official 
statistics showed that foreigners owned 
less than 2% of Australian land and prop- 
erty (both urban and rural) and that Asian 
ownership was only a "fraction" of the 
total. However, he conceded that the gov- 
ernment did not have as much information 
as it ought about foreign ownership and 


control of Australian resources. He also 


admitted it was difficult to get an accurate 
picture of the extent of property transac- 


tions below the A$350,000 threshold. For 
these reasons, he asked the bureau of 


statistics to re-introduce foreign owner- 


ship surveys that were discontinued in 


1978. 





The Far Eastern Economic Review is 
now publishing a quarterly index 
which details by category and date 
everything that has appeared in the 
Review. The index is available on a _ 
quarterly basis. Subscribe now and f 
each quarterly index will be sent to you — 
automatically as soon as it becomes 
available. A vital research tool, the 
Review index will save hours of need- - 
less searching for information. ORDER 
YOURS TODAY! Only HK$115 | 
(US$20) for 4 quarterly issues. Just 
complete the coupon below and send 
with your payment. 
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effrey Segal. 

uala Lumpur: The extraordinary gen- 
eeting of Bank Kerjasama Rakyat 
a (Bank Rakyat) shareholders on 
28 could prove almost as much a 
› point as. the last annual general 
" held neatly. seven years ago. 
members of the bank — formed in 
50s as a rural credit cooperative — 
presented with unauthorised, and al- 
dily doctored, accounts for 1973 and 
ollow-up investigations revealed а 
of mismanagement and corruption 
led to the jailing of the chairman, 
arun Idris, the managing director 
he general manager on charges of 
ry and criminal breach of trust 

ЛЕУ, July 13, 79). . 
he June 28 meeting — called after the 
iment ordered all cooperatives to 
before the end of June — saw for the 
me audited results for the years after 
In stark contrast to previously pro- 
figures, these audited results re- 
| a string of mounting losses. 
lders were given the first hint of 
to unload most of Bank Rakyat’s 
aking subsidiaries in an effort to 
ће bank back into the black. (No 
idated figures are available but the 





; n restructuring has al- 
been made since the passing of à 
| Provisions Act. in 1978 and the 
on of a white paper on the bank's 


t has been overhauled and the board 
uffled three times — most recently in 
tuary. The bank also now has a “sound 
m of internal controls and manage- 
ormation," according to general 
iger Hasan Husin, and as a result has 
n to post operating profits. Audited 

for the past six years — recently 
itted by accountants Price Water- 
but awaiting further scrutiny by the 
strar-General of Cooperatives — 
Operating income up from M$4.2 
{US$1.8 million) in 1978 to M$9.1 

st year. i 
r data showing an apparent re- 
re illusory, however: The bank's 
ated losses fell in 1981 for the first 
cent years, but the improvement 
bout almost entirely from a share 
Bank Rakyat had bought some 2 mil- 
shares in | yan United Industries 
fór M$4.50 a share and 
ths later at M$21, realis- 



































increase in the bank's re- 
irces — from M$204. million in 1975 to 


= drastically reduce the scope of a seventh |. 
| and keep only two in their present form. . 





he following June. Top manage-- 








Bank Rakyat’s new chairman, Harun 
Din (the secretary-general of the Ministry 
of National and Rural Development), ac- 
knowledges the continuing problems. 
“We are still in deep trouble," he told the 
REVIEW. “I don't think we can deny that. 


It will take a hell ofa long time to recover ` 


the accumulated losses." The newly 
launched five-year plan envisages that by 
1986 Bank Rakyat will have made gross 
profits of M$105.5 million — sufficient to 
wipe-out the deficit and again pay di- 
vidends. 

The first part of the plan entails increas- 
ing the loan-deposit ratio to 75%. by next 
year, closer to the commercial norm. In 
the mid-1970s, the ratio was as low. as 
30%, though more recently it has aver- 
aged around 50% Net loans and advances 
have grown 160% since 1976, reaching 
M$122.9 million at the end of December, 
though only à small proportion — about a 


{ Accumulated i 
M$ million) = 
Bank Rakyat 
United Mant 


*Post-197 not available. 


sixth — now reach the agricultural sector, 
with the bulk going into housing, hire pur- 
chase and leasing. — 

A second major plank of the long-term 
plan is a move into house-building by the 
bank in its own right. The board is taking 
over some 130 acres of land at Mergong, in 
the northern state of Kedah, from a 
wholly owned property subsidiary. and 
hopes to.turn in 4:M$50 million profit on 
house sales there by 1986. Industrial, com- 
mercial and housing developments on 
sites in Selangor and Negri Sembilan 
could follow. 


B: the most.significant part of the ге- 
covery programme is a wholesale dis- 
posal of most of Bank Rak yat's financially 
burdensome subsidiaries. These constitute 
by far the biggest drain on the bank's re- 


|. serves. Ошу опе of the original 10. has 


been a consistent profit-maker, while the 
others have needed advances from the 
parent averaging a net M$49- million in 
each of the past six years. The board has 
now. decided — subject to final approvals 
10 ве off or close six of the subsidiaries, 





THE LOSS AND LOSS ACCOUNT 
























Bank Rakyat — which has. a 99% stake in 
UM and is owed some M$60 million by it. 
The board then reached an outline agree- 
ment with the company’s main debenture 
holder, United Malayan Banking Corp., 
to close the subsidiary”. 

The bank's two. other industrial af- 
filiates are also being dropped. It plans to 
sell its 51% stake in Asean Chemical Fer- 
tiliser, an insecticide and weedkiller man- 
ufacturer based in Kedah, to its partner 
Fapics, another cooperative. The com- 
pany's books have not been audited since 
1976, when. accumulated losses reached 
M$3.7 million, but the bank estimates that 
low output and high depreciation charges 
since then have widened the deficit. There 
are also no financial records: for 78.5% 
owned Pulp and Paper Industries, which 
Bank Rakyat is to close down on orders 
from the Treasury... 

Bank .Rakyat's property subsidiaries 


have performed little better. The biggest, 












































Angkasa Raya Development, which owns 
a.24-storey building in Kuala Lumpur, has 
racked up losses of more than M$12 mil- 
lion — mainly because of high interest on 
loans from the bank itself, which now 
amount to M$28.2 million. The new board 
intends to purchase the 40% share in Ang- 
kasa Raya held jointly by the two original 
landowners, sell the building (which has 
been recently valued.at M$77 million) and 
dissolve the company. 

High capital gearing has also meant . 
losses totalling M$805,000. for wholly 








-owned subsidiary Shahaz, which owns a 


six-storey building neatby. The bank is 
aiming: to-sell the property for around 
M$1.6 Шоп and:shut.Shahaz down. A 
rty unit, Rakyat Melaka Deve- 
ment, also faces closure. 

. A fourth property subsidiary, Rakyat- 
Lembaga Pahang; which put up a high-rise 
buildin Kuantan, Bas already been 
largely hived off. The Pahang State Deve- 
Corp., which originally had a 
are in the venture, took over a 
majority stake from Bank Rakya 

A fift d Raky: 
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r. House sales there are е expected 
. M$6 million. 
two Bank Rakyat subsidiaries will 
eld on to in their present shape: 100% 
ed. Kumpulan Rakyat, formed six 
ago as a holding company but never 
d, and Rakyat First Merchant 
the only consistent money-maker 
rated in 1974 as a 55: 45 


conflict ofi interest. Both Боп 
settled counter-claims tó a sum of 
million advanced tö a company 


eight boxing natch’ here. West 
Deutsche. QM О 
o interest in 


| Bank, ab Austria, comes in at the 
he 

strength of Rakyat First's suc- 
ank Rakyat is now aiming to ex- 


ooking for a controlling stake in an 


rseas banks now restructuring its 
sian operations (REVIEW, Apr. 2) is 
o be a possibility. 


er Simonds 

erra: The Australian Government 
ided to introduce a tender system 
ling government bonds to 
n its capacity to achieve its 
growth targets. The decision takes 
key. recommendation of the 
It Report into the Australian fi- 
system which was completed last 
.EVIEW, Nov. 27, 81). 

the new.system the monetary au- 
ies will offer a pre-determined stock 
for tender around every two 
It will operate along similar lines 
с treasury-note system which has 
highly successful since its introduc- 
п 1979. Other government securities 
urrently. sold ünder а so- -called tap 























p system, tntrédupcd two years 
‚ has not been a success. But: much of 
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domestic or foreign group. One of 


try which. was 





ampbell’s tender trap 


tralian Government bonds are sold under a new system to 
ome of the cash currently pushing up the money supply 





By Patrick Smith 
Singapore: A shortage of skilled person- 
nel and constraints on training profession- 
als at the required rate are increasingly 
emerging as factors inhibiting the repub- 
lic's rapid: development of services and 
high technology industries. 

Long a concern among. planners and 
economists, these shortages look like 
being a major stumbling block to.the gov- 
ernment's plans, for instance, to encour- 
age greater use of computers over the next 
decade. Personnel constraints are also 
now emerging in financial services, which 


| last year was the fastest-growing sector 


and accounted for more than à quarter of 
gross domestic product. 
Recently the 140-member Association 


of Banks in Singapore (ABS) called for a.f 


slowdown in the licensing of new offshore 
banks because.of the pressure foreign in- 
stitutions have put on salaries and overall 
requirements for bank staff. This is the 
first such call the association has made. 
“The growth in the number of financial in- 


stitutions has resulted in an overwhelming | 
| demand for trained staff of all levels,” 
activities into commercial banking : 


` said 
Chua Kim Yeow, president of the ABS, at 
the group's annual general meeting. This 
was taking place; he added, “in an indus- 
alteady- experiencing an 
acute shortage of trained staff.” Chua is 
also chairman of the Development Bank 








the blame has been pūt on the government 
for being reluctant to raise yields to 
achieve the level of bond sales needed, 
Money-market operators, though wel- 
coming the new system, are concerned 
that the authorities might attempt to man- 
ipulate quantities to influence interest 
rates just as they" had failed to set rates 
adequately under the tap system: 

It isexpected-that the authorities will re- 
serve the right to refuse to take up the 
whole of the amounts offered at tender if 


“the prices are unacceptable. This is the 


case. with the .treasury-note . system, 


though the right has been exercised only. 


twice. The decision to adopt the tender 
system comes as the government is about 
to overrun its money-supply target for the 
fourth successive year. 

Treasurer John Howard has blamed 
sharp fluctuations in capital inflows for the 
problems іп тапаріп 










he money supply. - 


of Singapore, one of the republic’s four 
largest local banks. 

Chua's comments reflect а long-stand- 
| ing concern among bank executives here 
who are now plagued with a damaging 
level of job-hopping and with à tendency 
towards over-promotion of locally hired 
executives. These problems are particu- 
larly acute, banking sources indicate, 
among. foreign-exchange dealers, senior 
marketing staff and, to a lesser extent, 
among senior operational and control exe- 
cutives. “People tend to get pushed to 
levels they are not capable of dealing 
with;" said. one experienced foreign 
banker. "The result is the banking struc- 
ture is not as strong as it should be — this is 
certainly true among the newer banks to 


arrive, though. we are. all equally af- 
fected.” 
What appears- to have most im- 


mediately spurred comment by the ABS, 
however,.is the question of salaries. This 

affects local and fully licensed. foreign 

banks doing rétail business more exten- 

sively than offshore banks restricted to ac- _ 
tivity in. the Asian dollar market which 
have smaller staffs. There are no statistical 
studies of the extent to which salaries have 
been affected. Most bankers find credible, 
however, the story of à middle-level local 
bank executive who was earning $$42,000 





He said the tender system would provide 
more opportunities for the government to 
sell the volume.of bonds needed to attain 
its monetary policy aims. But reluctance 
ло raise official bond rates has also been ап 
important factor, though the new tender 
system indicates a greater willingnéss to 
accept market realities. 
Two other decisions with implications 
` for interest rates concern Australian sav- 
ings bonds (ASB) and the borrowing 
programmes of electricity authorities. 
ASBs, a special security directed at the 
household sector, have suffered high 
levels of net redemptions over the past 
year because of their uncompetitive rate. 
The federal government has obtained the = 
apreenient of the six state governments to 
vary ASB interest rates without obtaining 
their approval, which it needed in the past. 
iin return for-this concession and the 
agreement to the tender system, the fed- - 
eti vernment has agreed that the 
electricity authorities be exempted 
rom Loan Council controls. The council, 



































tives; operates programme paras and 
maximum interest rates оп government 
authority borrowings. Hiving off the elec- 
ici uthorities. could add. to interest- 
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(US$19 а | 
by an offshore bank, and by the time a for- 
mal contract was extended six weeks later 
demanded (and received) S$65,000. ` 

Korn Ferry, an American executive“ 
search firm which has a division devoted 
exclusively to financial-sector personnel 
here, reckons that a Singaporean general 
manager can average roughly 20% more 
in salary than his counterpart in Europe or 
the United States. Banks still find it more 
attractive to employ such local managers 
rather than import large numbers of ex- 
patriate staff along with their dependents. 
The result is a steady drift of personnel 
from the local banks, which provide initial 
training, into the offshore banks, which 
are generally more willing to pay whatever 
is required to staff their offices. This is 
not, bankers point out, a problem unique 
to Singapore. 

In arguing for a slowing in future licens- 
ing by the Monetary Authority of Singa- 
pore (MAS), the republic's quasi-central 
bank, sources familiar with ABS thinking 
have also pointed out that most of the 
leading international banks that can con- 
tribute to the market's development are 
already in Singapore. It is thought that a 
temporary period of "consolidation," as 
one source put it, would not harm growth 
in the financial sector. “We are not calling 
for a moratorium," one local banking 
source insists. What is clearly sought is a 
more selective policy on the part of the 
MAS — perhaps one based on geographic 
distribution, so that new entrants in the 
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offshore market contribute to balanced 
representation by country or region. 

The MAS is clearly not unaware of the 
problems facing Singapore's 116 banks — 
37 fully licensed, 13 with restricted li- 
cences and 66 offshore institutions. There 
has been a virtual moratorium since ear- 
lier this year, bankers suggest, on any ad- 
ditions to the 43 merchant banks now 
operating here. The MAS has also begun 
to require newly entering offshore institu- 
tions to supply their own expatriate chief 
dealers and top executive personnel. It 


June 1982. This announcement! appears as a matter of record only 
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schemes by the local Insti 


and Finance. However, Chua note 


bluntly in his speech to the ABS: “These E. 


measures are still insufficient to alleviate 
the situation." A source close to the as- 
sociation added: "Demand must be ad- 
dressed; not just the training issue. The 
basic factors of production — human re- 
sources — are simply not there." 

The MAS, which has so far not com- 
mented on the suggestions advanced by 
the ABS, also appears close to completing 
a study of Singapore's pool of foreign-ex- 
change dealers, requiring banks to submit _ 
details of their staffs to the authority. 


What will result from this is unclear, - 


though bankers believe the project is 
more closely linked with concern over the 
integrity and reputation of the foreign-ex- — 
change market here than with direct con- _ 
cern over the question of personnel de- 
mand. 

Whether the authority will now alter its 
current licensing policy — which has al- 
lowed for approval of roughly one bank а 
month for entry into the offshore market 
— is equally unclear. In any policy shift, 
however, the growth-minded MAS will _ 
have to consider its impact on Singapore's — — 
competitive position vis-a-vis Hongkong 
and Tokyo as a regional financial centre. 
*Any appearance of a closed-door. pol- 
icy," one foreign banker says. "would 


probably mean that some of the banks still E 


waiting to get in would simply locate іп ап — 
alternative financial centre." a 
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uses over half of mankind. Every day events are 
)pening here that not only shape Asia's future but af- 
e entire world. Asia 1982 Yearbook covers these 
, compiles analyses and interprets them. No busi- 
ssman can afford to ignore them. Nor can any execu- 

r scholar or anyone who has dealings with Asia. 
de for yourself whether any other single medium 
the economic, social. and political realities of Asia at 
t fingertips as does the Asia Yearbook. 


^ n Its 23rd Edition 


Asia 1982 Yearbook, celebrating its 23rd anniver- 
15 bigger and more comprehensive than ever be- 
е. Matching the rapid pace of Asian development, we 
into greater detail, with deeper insight, to pro- 


can afford to ignore. 


will find. familiar chapters as well: a Regional 
id-up, The Power Game, Population & Food, World 
| and Asian Development Bank, ASEAN Econo- 
isian Finance, Asian Investment, Energy, Com- 
S, Aviation, Shipping and Trade & Aid. 

ain body of the book contains chapters on 30 
s; with Fiji included for the first time. Each is di- 
led into 4 sections: political and social, foreign rela- 
1$, economy and infrastructure ranging from Afghan- 
in through China, to Korea and Japan, down through 
lippines to Australia and New Zealand, and then 
) Pakistan via India, Indonesia, Singapore and 


in the past, the Yearbook has an abundance of 
tables and graphics to illustrate the material, in- 


d feature the 1982 Yearbook will contain a special 
section of coordinated statistics. 


ntry-by-Country Analysis 

ach country is discussed with up-to-date reviews on its 

Politics and Social Affairs, Foreign Relations, Economy 
| Infrastructure. The Yearbook gives you localised, 

ind information on everything from Market Poten- 

d Population Trends to Foreign Aid Involvements 


Гапа Cultural Landmarks. Each section has - 


Ne give you Asia, 
minus the mystery, - 
minus the myth: 
Asia 1982 Yearbook 


оок that no person who has any dealings with - 


ng a full military profile of every country. As an. 








against a master questionnaire | 


V ded by Yearbook 
experts. P 





































How We Did It 


Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the Review s corre- 
spondents provide on-the-spot reports from every major 
Asian capital. From Islamabad to Tokyo, Peking to Can- 
berra. And virtually every area of interest throughout 
Asia. This leading team of writers; analysts, experts and 
research staff contribute (as they have regularly for 23 
years).to keep the Asia Yearbook pertinent. To give you 
Asia, minus the mystery. Minus the myth: To give you 
Asia as only the Far Eastern Economic Review can. 


‘SPECIAL NOTE: For the first time beginning with the 
1982 edition the Asia Yearbook i be printed com- 
pletely on artpaper. me 


Soft Cover: HK$79.50 1 US$1 3.95/£7.50 у S10. 50. 
Hard Cover: HK$96.50 / US$1 
For airmail delivery, please add 
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To: The-Circulation ‘Manager. 
Far Eastern Ecoriomic Review, 
G.P.O. Box 160; 

Hongkong.» . 





Please rush.me copy/copies of the Asia 1982- R0715Y2 '' 
Yearbook as indicated; | enclose a cheque/ 


postat order for NH 









Address 


„Post Code Seep AER 


UR E ОЕТ ОРОО А 
Asia 1982 Yearbook (Soft Cover) : 
Price: HK$78.50/ US$1S. 35 {E7507 S/M$30 50 gan: 
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Of its 


ound of negotiations 
andthe 10-nation 


tiles agreement 
е July 2 after 


nance any 
some half dozen | q otas cam 


la с: 
ће Multi- Fibre Arrange- 
. Now that two of the 
inant” suppliers. — 
Korea K have re- 


se them. on Масан, 
dominant А 


the absence ‘of posse felations. 
t one ог two’ Common 
сап be expected to come 


“to Taiwan's defence. South Korea also re- . 


surge" and "anti- -fraud" 
clauses pui forwárd by the EEC. Surge is 
not an important problem for South 
Korea, wh as been utilising most 


handful of countries against which the 
anti-fraud clause is dirécted. The commu- 
ity isinsisting that all shipments designed 
to. circumvent quotas be debited in full 
against the true country of origin. 
; South Korea joins a growing list ОЁ 
Asian exporting countries that have sus- 


pended their bilateral negotiations, The, 
list now includes Hongkong, India and. 


three Asean countries; — Singapore, 


Malaysia and the Philippines. Although’ 


negotiations with India are scheduled to 
resume on July 19, New Delhi has indi- 


2 cated that its team will return to Brussels 
only if the community's negotial ing posi: 


tion has changed on key issues. © 
Only the 10-nation Council of M. 


; can modify the negotiating mand e. and | 
1° the council is pot expected to discuss the 
| textile negotiations until October, once it 


has received a pri 
European Commission whi 


| July. 1980. 


uotas, However, it is among the” 





"ment, the 


.MMC' balancing: асі 


"Malaysia Mining Corp. (MMC), the 


country's biggest tin producer, has re- 


leased its first set of financial results | 
since the merger. with Malayan Tin 
‘| Dredging (MTD) in October last year. 
“The new group made a post-tax profit of 


M$42.5 million (US$18 million) in the 
seven months to Jan. 31 (recently chosen 
as the common year-end for the MMC 
stable). Earlier results for the two com- 
ponent companies are not strictly com- 
parable because of the change in the ac- 
counting period. MTD had post-tax in- 
come of M$49.9 million in the 12.months 
to June 30,.1981 — which included for 
the first time earnings from subsidiaries 
Southern Malayan Tin Dredging, South- 
егп Kinta Consolidated, : Kramat Tin 
Dredging, Lower Perak Tin. Dredging 
and Bidor Malaya Tin, all acquired in. 
The original MMC, now 
known as MMC (1976) Bhd, made 
M$36.5 million in the year ended Jan. 
31, 1981. 

The figures for net attributable profits 
(after minority interests and extraordin- 


| ary items) show a more significant con- 
| trast with: earlier periods — M$377.3 


million for MMC against M$73.6 million 
previously for MTD.and M$35 million 
for MMC (1976) Bhd. — but are seriously 


distorted through the inclusion of an 


Weakened foundations 


Hongkong-based Associated Hotels, a 
major property developer and owner of 
the local Hyatt Regency Hotel, has hada 
disappointing six months to Mar. 31. Net 
profit dropped 67% to’ HK$56 million 
(US$9.6 million) from HK$172 million 
during the same period a year earlier. 
The property market slowdown dam- 
pened earnings anda large portion of the 
profits was. derived from hotel opera- 
tions, shopping-arcade rentals and in- 
terest income. The interim dividend was 
set at 14 HK cents, 1 cent down from the 
previous level. The company is hand- 
icapped by the fact that a large portion of 
its development projects was acquired 
last year at high prices. 

— A CORRESPONDENT 


| Strong cement 


Unaudited figures for Malayan United 
Industries" associate’ Pan Malaysian Ce- 
ment. Works (PMCW) show a 38% in- 
crease in group net profits in the year 
endéd Mar. 31. Despite a growing re- 
gional surplus of cement, PMCW — 5096 


‘partner in Associated Pan Malaysia Ce- 
manufacturer in 


largest 
Malaysià and Singapore — increased net 
earnings from M$6.9 million. (US$2.9 
) to. M$9.5 million after а tax 

f M$5.3 million (M$3.8 million 

and provision for minority, 





gust.as a ры to the mer 
in fact changed hangs; since | 


for a 2096 holdi 
more. conservativ 


the company's а 
inclusion of the 
share issue inv 


Sime Darby. 
favourable.” 
poor tin: 

makes a large 
group is to ci 


valuation ‹ 

lion. Direct 
vidend of 10.M 
subject to appre 
meeting. 


made an extraordinary .gai 
million from the liquidation 
ciate, Bridgestone Singapore, D 
declared a final: dividend of 
PMCW and 20% for PMRI, 
net income grew гек to "MB А 


‘Choppy economic condition 


10.5%. decline in the со 
operating profit of ICI Au 
A$17 million (US$18 m 
months to Mar. ЗІ, сотр 
million in the previous cc 
period. However, group: 


ahead by 4.2% to A$637 mi 


though directors said sales 
terms were slightly lower during the 
The petrochemical and plastics d 
are being hit by low-price 
which the company claimed a 


dumped. The federal governmen 
imposed provisional anti-dumping 


sures against these imports. Despi 


poorer results, directors have dec 


an unchanged interim dividei 
cents per share. _ —B 














ng suspension of dend payment 
Benguet Exploration joined the recovery 
Altogether shares worth. P27.3 million 
(US$3.3 million) changed hands, swelled 
by big single transactions. Two simultane- 
ous negotiated. deals worth a combined 
P6.7 million were recorded by Atlas. In 
value terms, the other major deal маѕ іп. 
.Banco Filipino, worth. P4.5 million. 


and looked set to drop further. Two phar-. 
maceutical companies and another giant. | 
electronics fitm were rumoured to be sub- 
jects-of an investigation by the American. 
Federal Bureau’ of Investigation, which 
brought down their share prices. The Nik- 
kei-Dow Jones Average closed on July 5 
at 7,081.10, down more than 100:points Bangkok = A 
for the period. Volume was 147 million. | Despite a rally at the cement board, the 

































shares. rest of the market came under bearish 
tuated within a narrow range in M il : | pressure in a week which was shortened by 
ling, a development interpreted ania i the mid-year bank holiday on July 1, News _ 


analysts to mean that the market | Mines staged a modest rally in response | of the appointment of a new manager for 
lidating after the sharp falls of re- | not only to better news about metals | the stockmarket to fill a four-month vac- 
сек. At the close, the Hang Seng | abroad but also to the government deci- ancy apparently did little to stir interest. 
ad crept back 2.04 points to | sion to buy all Philippine copper output in | Thanks. largely to substantial direct deals, 
The underlying trend remains | the next six months at 75 US cents a lb |. average daily turnover was Baht 7.8 mil- 
equivalent to the average production cost. | lion (US$339,000). The Book Club Index 
| and better than the current world market | shed 0.08 point to close at 92.52. 
i | price of the metal, The lead gainer was aswell т аня 
es have fallen steadily in the | Atlas Consolidated, which кесеу ob- Australia Arun. MUI E. ET. 
of the "Japscam" affair. Some | tained the approval of foreign creditors to The market lost its momentum and closed 
began issuing margin calls after | restructure an old loan of US$80 million 4.7 points lower at 46 n the basis of the 
below ¥600 (US$2.35) after | on top of a.new-accommodation of US$10 Australian All-Ordinaries Index. The soft 
y a few weeks ago at above | million. Despite a threat of labour unrest | trend on Wall Street continued to exert a 
achi closed the period at #565, | in the company, Benguet Corp. held. bearish influence in Sydney, as did further 





















Straits Steamship 
Straits Times 492 
Straits Trading 550 
Tractors. 3.46 
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UOS 402 
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fluctuations in commodity prices. But 
there were more specifie factors at work 
too, such as the ruling off of portfolios at 
the end of the financial year to June 30. 
The past 12 months have seen a 38% fallin 
the All-Ordinaries and an even sharper 
fall in the important gas and oil sectoral in- 
dices. Although the shakeout may be 
nearly complete now, few analysts are 
prepared to bet on any significant im- 
provement ahead of other major markets. 


New Zealand 


Market recovery continued, with volume 
increasing. But interest in equities was 
overshadowed by activity in fixed-interest 
markets as these markets adjusted to the 
effects of the reduction of rates and impo- 
sition of controls on them. As fixed-in- 
terest markets settled down to a new 
equilibrium, equities began to receive 
more attention. 


Singapore 

Trading was again uneventful, with vol- 
umes low and the major indices remaining 
nearly level. The weighted Fraser's Indus- 
trial Index closed the period at 4,019.54 
for a loss of 24.81 points. The unweighted 
Straits Times Industrial Index ended at 
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699.28. for a marginal gain of 2.59 points. 
Volumes were below 3 million shares in 
three of the period's five sessions and 
never reached the 4-million-share level. 
Local brokers are now hoping the relative 
stability in the market means the plunge 
has reached its nadir. This is hardly clear. 


Kuala Lumpur 


Continued disquiet about the country's 
economy — coupled with uncertainty 
about where government spending cut- 
backs would fall — nudged the market 
down for the eighth week running. 
Fraser's Industrial Index eased marginally 
to 2,408.96, another low for 1982, as trad- 
ing activity repeated the pattern of the 
previous two periods: early rallies fol- 
lowed by a sharp fall towards the close. 
Turnover dipped slightly. from 13.8 to 
13.2 million units, with overall values 
down M$2.6 million (US$1.1 million) to 
M$38.8 million. Singapore-based Malay- 
sian Feedmills was the heaviest loser. 
dropping M$1.24 to M$2.44, its lowest 
this year. 


Seoul 


The market reacted negatively to a gov- 
ernment plan to ban anonymous dealings 
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in stocks and other financial transactio 
After a bullish mood early in the perio 
the market slid broadly and sharply, losin 
5.4 points on the last day to close the com= 
posite share price index at 169. Analysts 
expect the market to remain unstable for 
some time. Trading was heavy, with @ 

daily average of 20 million issues on ti ic 
back of profit-taking pressures. 


Taipei o So 
The market rose at first, but was th 
forced down by profit-taking. Some i 
tors were disappointed because b 
lending rates were not cut in response to 
South Korea's lowering of interest rate 
Analysts are gloomy about lo 
prospects because Taiwan's econom 
covery is expected to lag up to six mo 
behind that of its European and N 
American markets. The average weight 
price index gained a point to clases 
468.94. Average volume traded was ¢ 
at NT$606 million (US$15.5 million). 
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For People Who Take Quality Seriously 


LETTER FROM OUDA 





Ё the green mountains of Nara prefec- 
ture lives a unique man. John Toler, a 
former Texas Baptist and Tokyo adver- 
tising copywriter, is abbot of the Sho- 
gen-in Buddhist temple in the village of 
Ouda, some 75 miles southeast of 
Osaka. 

He is said to be the only foreigner — at 
least in living memory — to be named 
abbot of a Zen monastery in Japan. The 
50-year-old Toler 
also has a Bud- 
dhist monk's name, 
Sogaku. The Chi- 
nese characters li- 
terally mean “es- 
sence of the moun- 
tain peak." 

His life repre- 
sents one of the 
only legitimate fu- 
sions of Western 
men with Eastern 





culture. After 28 
years in Japan, 
Toler has become 
bilingual and 
bicultural, but he 
keeps his Unit- 
ed States citizenship. 
"My [Buddhist] 
teacher thought I 


should remain Ameri- 
can in order to show 
that religion has no na- 
tional boundaries," the 
gregarious Toler said. 
"So I did not seek Ja- 
panese citizenship." 

What he did seek, 
and apparently found, 
was a way to reconcile 
the ethical dilemma be- 
tween what ought to be 
and what is. "In high 
school I became disap- 
pointed between what 
the preacher did and 
what the Bible said. They weren't always 
the same thing,” he said, 

He had been intrigued with the Ame- 
rican breed of transcendentalism he 
found in the writings of Ralph Waldo 
Emerson and Henry David Thoreau. 
After he was inducted into the US Army 
and assigned to Japan in 1953, he began 
to study Japanese and Buddhism. In the 
process he discovered apparent paral- 
lels that still cause him to marvel: 
"They're the same thing," he said of Ja- 
panese Zen and American transcenden- 
talism. 

One long step along Toler's dao (path) 
was the sale of about 100 Chinese snuff 
bottles from his personal collection in an 
auction at Sotheby's, London, in 1972. 
The proceeds were enough for him to 
pursue Zen full time. 

He left Dentsu, the world's largest ad- 
vertising agency for which he had 
worked in both Tokyo and Kyoto after 






















Toler; monastery garden: transcending 





his army discharge in 1956. (Toler's 
longest-lived ad was for an Osaka utility 
— "Gas is best," in English.) 

Although he had dabbled in yoga, it 
was not until the Daitokuji Temple in 
Kyoto allowed him to participate in a 
meditation course that Toler entered 


| serious Zen study. For a year he learned 


to meditate until Daieki Tachibana, one 
.of the masters of the Rinzai Zen sect in 
Japan, finally accepted 
Toler as a lay disciple. 
Tachibana, now $83, then 
asked the American to live 
in an old temple for a year to 
help an enfeebled abbot 
there. 

“It was then that | 
thought I might as well be- 
come a monk instead of 
playing around the edges," 
Toler remembered. After 
that sojourn, and at the age 
of 45 — most men take the 
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boundaries 
step in their 20s — Toler joined the 
Daitokuji monastery. The trainee 
nearest him in age was 11 years his 
junior. 


nitiation was hard. For three days 

Toler knelt in the temple’s entrance, 
head on a straw mat, calling, “Ta-no- 
mi-ma-sho!" (We request). Inside, voices 
shouted back that he should go away, 
there was no room. Periodically, a monk 
would throw him, body and baggage, 
into the street. After three days Toler 
was admitted to a small room where he 
spent two more days isolated. A roshi 
(old priest) interviewed him and for- 
mally endorsed him as a candidate for 
monkhood. 

For the next four years, Toler's regi- 
men seldom varied. He rose at 3:30 
a.m., chanted sutras, had private talks 
with his teacher and ate breakfast. He 
performed manual labour around the 















temple grounds 
and shambled 
through the streets, 
begging. After 
lunch there was 
more physical work, lectures and supper. 
He then meditated until 11:30 p.m. Once 
every five days trainees shaved their 
faces and heads and took a bath. "Many 
times I thought I would run away," Toler 
said, “but something interfered.” 

No allowances were made because he 
was a foreigner, and in fact a few monks 
treated him more harshly because of his 
blue eyes. Ultimately, however, Toler 
became assimilated into the monastic 
community. Only three years are needed 
to become a monk in this sect, but Toler 
stayed an additional year. 

In 1980 Toler was appointed abbot of 
the Zen temple in Ouda, a village in a 
valley of rice, onion and bean fields. The 
27-room temple once served as a manor 
for a powerful local family, but it lapsed 
into disuse and disre- 


pair. Now its straw 
mats are clean, the 
white walls painted, 


the old cedar wood re- 
furbished and the tem- 
ple's gardens delight 
the senses. 

Tolers duties as 
abbot are simple. Each 
day at 6 a.m. he rings a 
huge brass bell 12 times 
and recites sutras. 
Each temple of Toler's 
sect operates autonom- 
ously, and each abbot 
does what he thinks is 
most suitable for the 
community. Because it 
has several small tea 
rooms, Sho-gen-in has 
been used by teachers 
of the Japanese tea 
ceremony. A kimono 
exhibition was also held in it last year, 
and Toler has performed one wedding 
ceremony. 

As abbot, Toler also joins members of 
the 17 houses in the village on the days 
they clean the river or the roads. He is 
frequently treated to a meal by the local 
residents. “They all think I can drink a 
great deal," he remarks. Despite years 
of sipping sake, he has somehow re- 
tained his taste for bourbon. 

One morning recently he led a small 
group, including two old women from 
the village, past a 254-year-old persim- 
mon tree and into the special prayer 
room. Bowing three times on a small 
rug, he struck a brass bowl five times and 
began chanting in sonorous Japanese. 
The ladies chanted with him. 

Together they repeated the Sutra of 
Great Wisdom: “The form itself is emp- 
tiness. The emptiness itself is form." 

— MIKE THARP 


PMOTOS ми THARP 
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The reality of paranoia 


The main cóntention of Justin Acker- | 
man's letter [REVIEW, June 25] — that the 
appearance of confessions from the Tuol 


| | Sleng prison archives implicating Ny Kon 


in the conspiracy to assassinate British lec- 


| turer Malcolm Caldwell is the result of a 


Vietnamese conspiracy to smear the good 
name of the legendary patriot Kon — is 
absurd, In their paranoia, the Tuol Sleng 
interrogators could never imagine that an 
event which damaged Pol Pot's prestige or 
political interests could be the result of 
anything other than devious plots hatched 
by whoever was identified by him as the 
enemy. To take three examples from the 
Tuol Sleng files: if the lights flickered dur- 
ing an appearance by Pol Pot, if he were 
stricken. with diarrhoea, if there were 
whispered criti- 

cisms of his poli- - 

cies, then the Tuol 

Sleng investiga- 

tors would inevita- 

bly “prove” that 

such events were 

the work of agents 

of the CIA, the 

KGB or the Viet- 

namese (ог all 

three working to- 

gether!) Since Kon is damaged by the 
content of the confessions, Ackerman ar- 
gues, with only slightly more subtlety, that 
Elizabeth Becker [REViEW, Apr. 16], 
though perhaps not a Vietnamese agent 
herself, is evidently the dupe of a Viet- 
namese conspiracy. 

The reality is quite different. The docu- 
ments in question were obtained directly 
from Tuol Sleng by a Japanese corre- 
spondent at the end of 1981. They were 
given to me because they also contained 
references to plans to assassinate 
members of a Japanese friendship delega- 
tion that visited Cambodia around the 
same time as Malcolm Caldwell. The Tuol 
Sleng archivists (all of whom are Cambo- 
dian, not Vietnamese) had no idea and no 
interest in who the Kon mentioned in 
them was, where he might beat the end of 
1981, or even whether he was alive or 
dead. The documents became available at 
this time simply because, since they dated 
from the very end of the Khmer Rouge re- 

ime and thus were at the bottom of the 

uge pile of confessions in Tuol Sleng. 
they were among the last to be catalogued 
by the archivists. (It is ironie to note that 
while Ackerman chides Becker for not 
having intimate knowledge of Kon ahd 
argues that she therefore assesses errone- 
ously the import of the documents impli- 
cating him, he obviously has no know- 
ledge of the documents or their proven- 
ance, and itis in fact Ackerman who egre- 
giously misinterprets their significance.) 

These confessions are not Vietnamese 
black propaganda, but are instead chilling 
documentary evidence of the insanity of 


the Pol Pot leadership. They reveal that in 
late 1978, even as Vietnam was massing 
forces for a full-scale invasion of Cambo- 
dia, the Pol Pot leadership was actually 
intensifying its witch-hunt for internal 
scapegoats for the horrific consequences 
of the policies it had imposed on Cambo- 
dia and its people. There is a certain maca- 
bre justice in the fact that the main target 
of this witch-hunt was Son Sen, who, as 
Democratic Kampuchea's deputy. prime 
minister for national defence, was primar- 
ily responsible for organising Cambodia's 
defences against the imminent Vietnam- 
ese attack. Kon is identified by the docu- 
ments as an associate of Sen's, and it was al- 
legedly on Sen's instructions that Caldwell 
was assassinated. 

Yet both Sen and, as Ackerman points | 


out, Kon are alive today. There are two _ 


explanations for this. First, the Tuol Sleng 
murder machine worked inexorably, but 
at the same time methodically. A study of 


‚| Tuol Sleng documents reveals that it was 


not unusual for there to be a lapse of a year 
or more from the time that an “enemy 
agent" in the ranks of the revolution was 
first identified until the time he was arrest- 
ed, tortured into confessing and killed. 
The period from first identification to ar- 
rest was spent building an "airtight case" 
(to satisfy the Pol Pot leadership's patho- 
logically perverse sense of due process) 
and in preparing the practical groundwork 
for the tricky task. of purging large 
numbers of very often quite powerful . 
party figures. At the end of 1978, Sen's 
and Kon's cases were still at this stage. 
Secondly, there is no doubt that the 

Vietnamese invasion, and its success, 
forced a change of tactics on the Pol Pot. 
leadership. Having profoundly isolated i it- 
self through its destruction of millions of 
Cambodians and much of its own party 
and army, it switched to attempting to 
build a united front against the Vietnam- 
ese. It is clear that this eventually resulted 
in the suspension of planned purges, and 
among the persons who owe their lives to 
this are Sen and Kon: (There is a fantastic 
irony here: it would seem that it is only asa- 
result of the Vietnamese invasion that 
Kon is alive to oppose it!) < 
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This leaves two. fundamental unre- —— 


solved questions. First, are the allegations 
of Sen's and Kon's involvement in the 
Caldwell murder true? If they are, then 
the Pol Pot switch to united-front tactics 
has had the effect of protecting these two 
men from prosecution. If they are not, 
then it must be recognised that the Tuol 
Sleng cadres who used torture to manufac- 
ture the allegations against them and oth- 
er allegations of the same paranoid type 
against literally tens of thousands of other 
persons who were executed at Tuol Sleng 
are still around and have not paid for their 
crimes. Secondly. does Pol Pot's switch to: 
united-front tactics mean that the purges- 


۰ 





planned at the end of 1978 have been per- 
manently suspended, or, if the situation 
IN MANILA 5 were to change again and the Pol Pot lead- 


ership should return to power, would it 
THE MOST DEMANDING TRAVELLERS turn out that Sen and Kon are simply 
walking corpses, useful for the moment 
ST Y WITH US but still condemned ultimately to die? 
ч Ackerman presumably believes that the 
Pol Pot leadership is sincere and can be 
trusted not to revert to its previous prac- 
tice of mass murder. The vast majority of 
the Cambodian people are prudently 
sceptical and fear that should Pol Pot and 
his associates ever again be in a position to 
do so, they will kill indiscriminately all 
those who, in their eyes, are not reliable. 
Ithaca, New York STEVE HEDER 


Feeding the hungry 


It is both amusing and amazing that Ro- 
lando M. Gripaldo [Letters. REVIEW, 
May 28] is appalled by my lack of under- 
standing of the Philippine Government's 
total approach to development. Just how 
many injustices have been committed in 
the name of that much-abused word de- 
velopment? 

Gripaldo asserts that the government of 
President Ferdinand Marcos has not neg- 
lected to feed the hungry. but statistics 
prove otherwise. Surveys conducted by 
the Nutrition Centre of the Philippines re- 
veal that 65% of pre-school children in the 
Philippines suffer from malnutrition. In 
1965, 3% of these infants had third-degree 
malnutrition; in 1980, the figure rose to 
6% — which in real numbers is more than 
double since the country’s population in 
the period of 15 years has increased by 18 
million. Likewise, for the same period 
(1965-80), the percentage of underweight 
children rose from 65% to 78%. 

Gripaldo sounds like a spokesman for 
the administration when he maintains that 
the government spends only *a few mil- 
lion" on the cultural and intellectual de- 
velopment of the people. The US$30 mil- 
lion, or about P250 million, spent on the 
film centre is many million — not *a few." 


Manila R. B. RAMOS 
. ege . 
No justification 
Your favorite drink, just the These are qualities demanding In his article Ripples from a storm [RE- 
way you want it. A business travellers like about an hotel. That's VIEW, June 25] Philip Bowring says that 
centre with meeting rooms, why the most experienced travellers Portugal argued "with some justification" 
modern communication choose Inter *Continental. In the that Goans preferred its rule to being 
facilities and an expert staff Philippines and Asia. And around made part of India. A number, but by no 
that anticipates your every the world. Stay with us once. You'll means all, of the Catholics in Goa at that 


time probably preferred Portuguese rule 
for cultural, economic or sentimental rea- 
sons. The majority of Goans, however, 
were Hindus and welcomed the end of 
Antonio Salazar's rule in Portugal, as did 
HOTEL many Catholics who joined the anti-Por- 

tuguese struggle. I do not think the Portu- 


: INTER? CONTINENTAL? guese argument was justified. 
` Bundoora. Victori: R. S. NEWMAN 
3 _ MANILA undoora, Victoria S.N A 
Р М ý 2 : 5 
Mab so A ИН ШНА The chips are down 


Perhaps Japanese industry should adopt a 
5905 TXBOOTH-PM new slogan: How to succeed in business 
without really spying. 

Washington HAROLD C. HINTON 


need. The quiet assurance keep coming back. To the nice 
that everything will be perfect. feeling of home amidst the 
efficiency of an international hotel. 
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The Dalai Lama, god-king of the Tibetan Bud- 
dhists, is a god forever but a king no more. How- 
ever, many Tibetans still harbour a dream of 
their leader returning in secular as well as reli- 


gious triumph to the Potala. This still seems re- 
mote, but contacts between China and the Tibe- 
tan exiles over some sort of solution to the pro- 
blem are at a crucial stage. South and West Asia 
correspondent Salamat Ali reports on the cur- 
rent situation and hears from the Dalai Lama the 
leader's own thoughts on Chinese rule. Peking 


correspondent 


David Bonavia reports on 


V vary eia Chinese policies in Tibet and the role of the Panchen Lama. 
And -king's elder brother, in The 5th Column, criticises both 


бад кй, л апа 


uomintang attitudes to his homeland. Pages 28-32 
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Pages 8-10 

Prince Norodom Sihanouk 
names the Cambodian coalition's 
cabinet at a secret meeting after a 
triumphant re-entry into the 
country. But Vietnam strikes 
back in the propaganda war by 
announcing a partial troop with- 
drawal. 


Page 15 

Two Hongkong magazines give 
an insight into the Chinese 
leadership's thinking on the 1997 
question. 


Page 16 

A rising star in 
Malaysian poli- 
tics, Culture, 
Youth and Sports 
Minister Datuk 
Mokhtar Hashim, 

is charged with 
the murder of an- | _. 
other politician. LI 
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Cover story: Nearer to the 
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The Dalai Lama speaks out on 
contacts with Peking 


Pages 18-19 

Inquiries in Thailand show that a 
British journalist who was told he 
had bought a slave-girl was in 
fact sold a pup. 


Page 22 

Peking strikes out in its man- 
oeuvres over the world women's 
softball championships. 


Page 40 

The World Bank tells the Philip- 
pines to change its ways orface a 
lack of foreign private capital. 


Page 42 

Washington picks the yen as its 
latest target as the economic war 
with Japan looms... 


Page 44 
. .. and as Japan tries to speed up 
its sluggish economy its hands 
seem tied by Washington's 
policies. 
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Australia looks at coc 
ships which burn part of their 
cargo as fuel... 


Pages 51-52 
... While plans to export coal as a 
cheap fuel run into problems. 


Page 56 

Palm oil falls from 
its commanding 
position as Ma- |; 
laysia’s golden 
export performer 
to become a wan- 
ing star. 


63 
Taiwan seeks ways to boost in- 
terest in its ailing stockmarket... 


Page 64 

...and Thailand looks to the 
stockmarket’s new manager to 
stop its drift. 
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REGIONAL 
Jeyaretnam goes before 
Singapore parliament 


Singapore’s lone opposition 
MP, J. B. Jeyaretnam, ap- 
peared before parliament's 
seven-member privileges com- 
mittee on July 9 to answer 
charges that he breached regu- 
lations in raising the issue of 
detention under the Misuse of 
Drugs Act during a debate in 
March. It has been alleged that 
Jeyaretnam had a private in- 
terest in the outcome of the de- 
bate through a case said to have 
been handled by his private law 
firm. 

The committee's conclusions 
are now to be considered by the 
full parliament when it next 
sits, probably later this month 
or early in August. Committee 
members have indicated, how- 
ever, that they may not yet 
have concluded their hearings. 

A guilty finding on the 
charge could result in either a 
fine or a suspension from par- 
liament. But a related charge 
that has yet to be considered 
could result in a jail sentence — 
which would effectively end 
Singaporce's first period of par- 
liamentary opposition since the 
mid-1960s. — PATRICK SMITH 


Maldives joins the 
Commonwealth 


Maldives has been admitted as 
a special member of the Com- 
monwealth and becomes its 
47th member. Commonwealth 
Secretary-General — Shridath 
Ramphal made the announce- 
ment in London on July 9 fol- 
lowing consultations with 
heads of Commonwealth gov- 
ernments. Special members 
enjoy all the benefits of mem- 
bership, but do not attend full 
meetings of heads of govern- 
ments and senior officials. 

— MANIK de SILVA 


Sri Lanka's election 
draws nearer 


The Sri Lankan cabinet has ap- 
proved the drafting of legisla- 
tion to make | far-reaching 
changes to the country's elec- 
tion law, fuelling speculation 
that President Junius Jayewar- 
dene will advance the presiden- 
tial election due in 1984. 
Jayewardene, 75, plans to 
seek a second term and advanc- 
ing the election date, which re- 
quires changes to the election 
law as well as an amendment to 


the Constitution, would give 
him a substantial advantage as 
it is unlikely that the opposi- 
tion, now in disarray, could 
find a credible candidate to run 
against him. Former prime 
minister Sirimavo Bandara- 
naike has been disenfranchised 


-for seven years and is therefore 


not eligible. 

The opposition has reacted 
angrily to the proposed 
changes, accusing the govern- 
ment of using its five-sixths 
majority in pgrliament to tailor 
the electoral/system to suit the 
ruling United National Party. 

— MANIK de SILVA 


New charges against 
the ‘lost command’ 


Lieut-Col Carlos Lademora 
and his so-called lost command 
in the Philippines. (REVIEW, 
Mar. 19) have again been ac- 
cused of carrying out à mas- 
sacre in Agusan del Sur, their 
base area in the southern 
Philippines. 

Church»sources in the pro- 
vince claim that at least nine 
people were killed in late June 


Lademora: a quaint character. 





by members of the command 
following a union election at 
the Guthrie-National Deve- 
lopment Co. (NDC) oil-palm 
plantation їп Maligaya. A 
union sponsored by the com- 
mand came in last of three in 
the elections. 
The command — which has 
a  semi-official counter-in- 
surgency function — also appa- 
rently provides security for the 
Guthrie-NDC plantations. 
Guthrie executives acknow- 
ledge a close relationship with 
Lademora. “We couldn't have 
got started without him,” 
Bruce Clew, Guthrie’s planta- 
tion manager, remarked re- 
cently. He added that Lade- 
mora Was “a quaint character.” 
— PAUL QUINN-JUDGE 


BUSINESS 


Indonesia's non-oil 
exports plunge 

Indonesia's non-oil and gas ex- 
ports ` during  January-May 
dropped sharply to just over 


US$1- billion, down 47.3% 
from the same period in 1981, 
according to preliminary Bank 
Indonesia figures. This was de- 
spite the package of govern- 
ment regulations introduced in 
January specifically to boost 
such exports. While world re- 
cession is clearly the main cul- 
prit, the so-called counter-pur- 
chase policy (requiring foreign 
contractors and exporters to 
the Indonesian Government to 
purchase Indonesian goods) 
has networked smoothly. And 
the policy to restrict the use of 
foreign transhipment ports, 
notably Singapore, and to shift 
cargo to major domestic ports 
has apparently backfired in 
some cases. 

— SUSUMU AWANOHARA 


Toyota awaits word 


| on Taiwan deal 


Toyota Motor Corp. is “wait- 
ing anxiously" to learn the 


| Tatwan Government's decision 


on a long-pending venture to 
build cars in Taiwan, Toyota 
president Shoichiro Toyoda 
said in Tokyo. He said there 
has been no recent progress on 
talks among the Taiwan Gov- 
ernment, Toyota and Nissan 
Motor Co., which is also vying 
to co-produce up to 200,000 
vehicles a year in Taiwan. 
Taiwanese authorities have re- 
peatedly postponed a decision 
on which Japanese maker 
would become partner in the 
project. — MIKE THARP 


Umno's Baba moves 

fast on Dunlop's trail 

Just three months after gaining 
joint control of British com- 
pany Dunlop's plantation in- 
terests in Malaysia, United 
Malays National Organisation 
politician Ghafar Baba's Pegi 
group has launched a M$500 
million (US$209.2 million) 
takeover bid for tyre and rub- 
ber products manufacturer 
Dunlop Malaysia. Industries 
Bhd (DMIB). 

In a complex deal an- 
nounced on July 12 in Zurich, 
Pegi is to offer 147 million new 
shares valued at M$1.73 each 
in exchange for the 51% block: 
of DMIB's M$100 million paid- 





up capital now owned by Dun- 
lop Holdings in Britain. Pegi's 
parent, Eastwind Holdings (in 
turn wholly owned by Ghafar's 
Goodyield Plaza), will then 
buy back the new shares from 
Dunlop Holdings for M$255 
million in cash and re-sell 49% 
of them to Pegi's minority 
shareholders, in order to keep 
its own stake in DMIB at the 
present 51%. Pegi will later 
make а general offer to 
РОМІВ” minorities — which in- 
clude large bumiputra (indi- 
genous race) institutions — on 
the basis of 2.9 Pegi shares for 
every DMIB unit, equivalent 
to a total payout of M$245 mil- 
lion. —JEFFREY SEGAL 


South Korea's kerb 
scandal trial opens 


There was' conflicting testi- 
mony in the opening sessions of 
the trial of people allegedly in- 
volved in the South Korean 
loan scandal involving US$981 
million (REVIEW, May 21). 
Scandal protagonists Lee Chol 
Hi and his wife Chang Yong Ja 
claimed companies knew in ad- 
vance that notes issued in ex- 
cess of the amount of loans 
would be circulated by the 
couple on the unofficial kerb 
money market. Executives of 
Kong Yung Construction Co. 
and Ilssin Steel Co., the two 
companies bankrupted by the 
scandal, said they agreed that 
the bills would be kept only 
as collateral. Chang denied 
she had used the influence of 
the uncle of President Chun 
Doo Hwan's wife in her finan- 
cial transactions. 

— NANCY LANGSTON 


Burma gets soft 
loan for power 

Burma's state-owned Electric 
Power Corp. has taken a 
US$80 million loan from the 
International Development 
Association, the World Bank's 
soft-loan window, to set up a 
national hydroelectric and 
thermal power grid to improve 
reliability of power supply to 
Rangoon. The project envis- 
ages linking four gas turbine- 
powered 214 mw. thermal 
facilities in central and lower 
Burma with the 169 mw. Law- 
pita hydroelectric plant in 
Kayah state, east Burma, and 
four as yet uncompleted hydro- 
electric plants in central 
Burma. The project also in- 
cludes the installation of trans- 
mission lines. — M. C. TUN 
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WALL STREET PLUNGE 


The Sri Lankan Government is 
ree: to raise loans of up to 
$$25 million in the New York 
market to be guaranteed by the 
United States Agency for 
i International Development 
(USAID). Discussions have been 
held with investment banks seeking 
terms different from the normal 
fixed-interest rates which 30-year 
loans guaranteed by USAID usually 
carry. A proposal from Salomon 
Bros, under which a floating rate for 
the first year would be converted at 
Sri Lanka's discretion into a fixed 
rate thereafter, will be considered 
shortly by the government. + 


DELETE AS NECESSARY 


Diplomatic observers believe that 
North Korea's unhappiness with 
China's South Korean trade (page 
52) was a key factor in prompting 
Chinese Defence Minister Geng 
Biao's hastily arranged visit to 
Pyongyang in June. In an attempt 
to mollify North Korean President 
Kim Il Sung, analysts said, Geng 
reportedly took with him a 
military aid package, possibly 
including Chinese-built aircraft. 
From June 16, Geng made a three- 
day observation tour of military 
units, including an air force unit. But 
the visit also indicated differences 
between Peking and Pyongyang. 


AFGHANISTAN i 

The government offered a general amnesty 
to rebels in the Panjsher Valley willing to lay 
down their arms (July 7). Soviet troops cap- 
tured the rebel-held village of Pagman, West- 
ern diplomatic sources said (July 13). 


CAMBODIA 

Prince Norodom Sihanouk, president of 
the Coalition Government of Democratic 
Kampuchea, crossed the border from Thai- 
land (July 7). The coalition government 
formed a cabinet (July 9). 


CHINA 

Guinea's Foreign Minister Abdoulaye 
Toure met Premier Zhao Ziyang (July 11). 
An Italian Communist Party delegation met 
State Councillor Ji Pengfei (July 12). Bur- 
mese Foreign Minister U Chit Hlaing arrived 
for an official visit (July 13). 


INDIA 
Police in Tamil Nadu arrested Sri Lankan 
Duka Banhara Edward, who was reported to 
have been involved in the hijacking of an 
Alitalia aircraft (July 5). One person was kil- 
led and three wounded when police opened 
b 
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While the North Korean 
newsagency quoted Geng as saying 
during a visit to the demilitarised 
zone that “the United States must 
immediately withdraw its troops and 
military equipment from South 
Korea . . .” the official Chinese 
newsagency, Xinhua, omitted 
Geng's demand from its report of 
the visit. Analysts interpreted the 
Xinhua approach as a reaffirmation 
of China's privately held view that 
the US presence in South Korea is a 
stabilising influence in the peninsula 
and a guarantee for maintaining the 
status quo. 


TRAINING TROUBLES 

United States military officials are 
concerned about the ability of 
Japan-based American forces to 
maintain combat readiness while 
observing all local, regional and 
national regulations governing their 
use of land, air and sea. One senior 
US military officer calls the 


fire on rioters in Karnataka (July 7). The gov- 
ernment asked the Israeli consul-general in 
Bombay, Josef Hasscen, to leave the country 
(July 8). Education Secretary Robindro Singh 
was shot dead, the Press Trust of India said 
(July 12) 


JAPAN 

The North Korean navy seized two Japan- 
ese fishing boats in international waters, au- 
thorities said (July 13). 


MALAYSIA 

Minister for Culture, Youth and Sports 
Datuk Mokhtar Hashim was remanded in 
custody charged with the murder of 
Mohamad Taha Talib, speaker of the Negri 
Sembilan State Assembly (July 10). Mokhtar 
denied the charge (July 13). 


NEW ZEALAND 

The government announced the restora- 
tion of trade and diplomatic links with Argen- 
tina (July 13). 


SINGAPORE 


The lone opposition MP, J. B. Jeyaretnam, 
appeared before a house committee to answer 





problems involved in performing 
training operations, under various 
Japanese governmental restrictions, 
the biggest challenge now facing US 
military forces in Japan. І 


ENVOY IN VIEW 


Indonesian President Suharto is 
firming up plans to visit Spain, the 
United States, Japan and South 
Korea in October. The Indonesians 
are hoping that the presidential trip 
to Washington will improve links 
with the US, which they feel have 
been sliding. US Assistant Secretary 
of State for East Asia and the Pacific 
John Holdridge has told the 
Indonesians that Washington may 
be able to appoint a new ambassador 
to Jakarta — a post which has been 
vacant since November — before 
Suharto's visit. 


GET WELL, LE DUAN 


The recent illness and spell in 
hospital in the Soviet Union of Le 
Duan, the Vietnamese party 
secretary-general (REVIEW, Ma 
28), have been confirmed by a Close 
ally of Hanoi. Radio Vientiane on 
July 5 broadcast a get-well message 
from Lao party leader Kaysone 
Phomvihane to Duan. However, 
Vietnamese official reports have 
chosen merely to refer to Duan's 
stay in the Soviet Union as a 
vacation. 


charges of abusing parliamentary privileges 
(July 9) 


SOUTH KOREA 

The trial of people allegedly involved in a 
kerb-market fraud started (July 7). The North 
Korean navy seized a South Korean fishing 
boat in international waters, authorities said 
(July 13). 


TAIWAN 

A fisherman from China was jailed for four 
years as a communist spy by a military court 
(July 13). 


THAILAND 

Prince Norodom Sihanouk, the president 
of the Cambodian coalition government, vi- 
sited refugees in Khao-i-Dang near the bor- 
der with Cambodia (July 7). South Korean 
Education Minister Rhee Kyu Ho arrived for 
an official visit (July 12). 


VIETNAM 

Foreign Minister Nguyen Co Thach an- 
nounced that a significant number of troops 
would be withdrawn from Cambodia this 
month (July 7). 











1e three unlikely coalition leaders meet on Cambodian soil 






















John McBeth | 
angkok: Tlirown togethér in a last- 
nute diplomatic flurry, the Coalition 
vernment of Democratic Kampuchea 
s established on a tenuous stretch of 
imbodian jungle on July 7. The formali- 
ation of the tripartité coalition in a cere- 
y by its leaders, Prince. Norodom 
nouk, Son Sann and the Khmer 
touge's Khieu Samphan was clearly more 
n act of diplomatic expediency than an 
uc of any political substance. And it re- 
паїп to be seen how the government, 
ich — officially at least — makes the 
/0 non-communist leaders bed- -partners 
h their erstwhile tormientors, will 
chieve its aim: to constitute an effective, 
ernationally recognised lever to prise 
Vietnamese from Cambodia. 
as left to Sihanouk, coalition ied 
it, to declare the formation of the coati- 
n ata ceremony reportedly held on July 
imphan, the Khmer Rouge president 
d now vice-president in charge of 
reign affairs of the tripartite alliance, 
earlier described Sihanouk as “sym- 
ic of the great national union against 
e Vietnamese.” during a final hour of 
Iks in a thatched кы house inside 
ambodia.. 
Sann, the coalition's prime minister and 
der of the Khmer Péople's National 
eration Front (KPNLF ) said. the new 
rnment was “here to stay," but re- 
ts that his non-com- 
unist group would retain its own organi- 
ition, political identity and freedom of 
эй, as stipulated in the coalition char- 
r signed by the three leaders in Kuala 
umpur on June 22. 
, Vietnam, which has continued to treat 

























about whet effect the turn 
events. will" have’ in international 
Drums, issued a competitive statement in 
Ho Chi Minh City. antiouncing a partial 
nd unilateral withdrawal of an undis- 
окей number of Vietnamese troops from 
ambodia. (page 10): 
The venue for the résistance leaders’ 
eting was undisclosed and days after 
signing of the proclamation photo- 
graphs of the meeting had still not been 
distributed publicly. Asked at a press con- 
ference this week where the ceremony 
took place, Sihanouk leaned forward, his 
yes bulging in incredulity: “If you are 
supporting us, you should allow us to have 
some secrets," he said. “We niust keep the: 

'therwise how can we survive as 






















| prisoner of these men in near-d 


soil. Coalition sources narrowed it down 
to western Cambodia, which was taken to 
mean in an area on the southern sweep of 
the Thai-Cambodian border and.possibly 
not far from the Khmer Rottge enclave at 
Phoum Thmei, which Sihanouk visited'on 
July 8. 

Both he and Samphan меге last seen 
disappearing into the trees on the backs of 
elephants at the end of this visit, and news- 
men assumed this was only a publicity 
stunt when they observed Sihanouk’s 
police-led : convoy sweeping Баск. . to 
Bangkok less than 30 minutes later. But 
later Sihanouk said he had “a good 
elephant-riding session” and.that he went 
“far away” on an inspection of Khmer 
Rouge paddy fields. 

The secrecy surrounding the episode. 
particularly with the Vietnamese some 
distance from the borderin generally fixed 
wet-season positions, may have a. good 
deal to do with how the coalition, incor- 
porating an inner cabinet (Sihanouk. 
Samphan and Sann) and four coordinating 
committees, will functión. Although most 
Observers tend to view the government as 
little more than a facade to impress.the 
world, Sihanouk talked of a joint head 
quarters, whieh seemed to indicate that 


the links among the three will not be con- 
fined to irregular contacts, 
The composition of the coordinating 


one for all, all fo 
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one 


committees still appeared i in some doubt 
24 hours before the formation of the coali- 
tion was announced, s cifically because 
of Sann's objections. in vain, to the nomi- 
nation of Teng Sary who holds the posts of 
depüty prime minister and foreign minis- 








erinthe Khmer Rouge, Sihanouk made it 





known at Phoum Thmei that there was 
“still work to be done" and at his Bangkok 
sia ‘conference: he Said: ا‎ ‘tied to 
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lesser known als ore each of ee a: 
mittees — finance and economy. defence, 
culture and education, and. health and so- 
cial affairs — as a ploy to try to dissuade 
the Khmer Rouge from choosing high- 
ranking nominees? who would include 
Sary, regarded by Sihanouk as No. 2in the 
Khmer Rouge's real leadership- behind 
Pol Pot. ` 
But KPNLF informants claim the selec- 
tion was made on the basis of “compe- 
tence in the field and-also those people 
who joined. at the beginning." - Senior 
among the four is-Cot dm Chhoodeth, 
leader of one of the four or five resistance 
groups in | existence Shortly after the Viet: 
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Sihanouk's long spoon 


The prince goes back to Cambodia to sip champagne with his 
former jailers and praise the troops of the Khmer ouge.. 


Phoum Thmei, Western Cambodia: It 
was an incongruous sight, one more suited 
to the feature films Prince Norodom 
Sihanouk delighted in making during the 
halcyon days when his paternalistic hand 
guided Cambodia: Sihanouk and Khmer 
Rouge leader Khieu Samphan, two of the 
newly formed Democratic Kampuchea 
tripartite leadership, disappearing at a fast 
clip into the trees on the backs of two 
elephants, Teng Sary — deputy prime 
minister 


їп an ivory-coloured safari suit, cloying 


held high. against drizzling rain. 
Four years ago, Sihanouk was a virtual 


his freedom only obt іпес 


and foreign minister of. the. ; 
Khmer Rouge — struggling along behind | men 


mud sucking at his sandals, black umbrella . 


теч 











at Chinese insistence after Vietnamese : 


forces invaded Cambodia їп December 
1978, Last- week in this Khmer Rouge en- 
clave he was a differentkind of guest, 
more the familiar enigmatic: s 
whose star has risen again as président of 
the anti nëse coalition, 

in Kuala Lumpur, when the 
ormally established, the 

Tew words decrying 

ра: Kh тег + Rouge brutality and aming 
der of 

his own family. On that occa- 
han sat near him, his face a 
к, In Phoum Thmei; a small 
neatly th itched huts and à. 
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namese invasion which KPNLF army 
commander Maj.-Gen. Dien Del suc- 
ws in bringing under one umbrella in 
1979. 

Chhoodeth, 52, the Battambang-born 
first deputy chief-of-staff and commander 
of the KPNLF's northern region, was ap- 


retary of the Kompong Som port party y" 
committee after directing regional prop- a 
aganda services and acting as editor-in- - 

chief of the new торо Pracheachon — 

Padevat (People and Revolution) in. the — 
early 1970s. He was chairman of the 
foreign+trade committee of Grunk, the 


= D 


pointed as Cambodia's military attache to 
Bangkok in 1971, serving as liaison officer 
with the Thai Supreme Command. He had 
been chief of the Defence Ministry's logis- 
tics bureau in 1957 and later a battalion 
commander in Svay Rieng province be- 
tween 1965-68. 

The colonel, who was still in Bangkok 
when Cambodia fell, will have the galling 
experience of sitting on the coalition's de- 


Sihanoük-led Royal Government of Na- 
tional. Union of Cambodia, during the Y 
1970-75 war. and was a member of an _ 
economic and finance delegation under - 
Sary which visited Hanoi and Peking in — 
November 1974. Rinn went to.China in — 
January 1979 to run the Democratic Kam- 
puchea radio station only weeks after the 
Vietnamese invasion. | 
Heading the health and social affairs — 


^ 
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fence coordinating committee with Son 
Sen, who is defence minister in the Khmer 
Rouge which is held responsible for the 
murder of Chhoodeth's wife and 12 child- 
ren in Kompong Thom in 1978. The third 
member of the committee is Sihanoukist 
nominee Gen. In Tam, a former prime 
minister who, along with Gen. Lon Nol 
and Sirik Matak, was a leading figure be- 
hind the prince's overthrow in 1970. 

Sary will sit on the committee for fi- 
nance and economy where he will be 
joined by KPNLF first deputy secretary- 
general Boun Say and 46-year-old Col 
Buor Hell, a cousin of Sihanouk who 
served on the prince's personal staff dur- 
ing the 1960s and was with him in exile in 
Peking during the 1970-75 war. 

Say, a 35-year-old Khmer Krom born in 
the Vietnamese province of Chao Duc. 
was an accountant for a rubber company 
in Phnom Penh before he fled Cambodia 
in 1975. He was a member of the Associa- 
tion for the Defence of Human Rights in 
Cambodia in the early 1970s and also on 
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Sihanouk rides in triumph: down to business. 


the national committee of the then Demo- 
crat Party. 

Sitting on the culture and education 
committee will be Chak Saroeun, 48, the 
former manager of Cambodia's only ce- 
ment factory (in Kampot) and now secre- 
tary-general of Sihanouk's National Unit- 
ed Front for an Independent, Neutral, 
Peaceful and Cooperative Cambodia. 
Khmer Rouge representative Thuch 
Rinn, and Chhoy Vy, a teacher and 
former chief secretary of the Royal Uni- 
versity in Phnom Penh who joined the 
KPNLF in November 1979 after surviving 
the Khmer Rouge's reign of terror with his 
wife and seven children in Battambang. 

Rinn, 43, is.a former professor and a 
leading communist party figure from the 
southwest, where he rose to, deputy sec- 


a visit to Cambodia's liberated zones in 
1973 as head of the Khmer Rouge-backed 
Royal Government of National Union. “I 
am delighted to be once again in my home- 
land.” beamed the prince. "It is wonderful 
to meet the illustrious fighters I met in the 
liberated zones." 

Then over a toast drunk in French 
champagne — another incongruity in this 
jungle setting — he talked of the “valiant 
officers and soldiers of Democratic Kam- 
puchea who have been making all sac- 
rifices in their great efforts to weaken the 
enemy . . . Гат happy to see that from 
now on we can work together as partici- 
pants within the legal framework of 
Democratic Kampuchea. I am sure, since 
we are united, we will succeed in wiping 
out the colonial presence of the Vietnam- 
ese in Cambodia." 

Sihanouk.was welcomed on Khmer 
Rouge-held soil by an honour. guard of 
hard-faced, green-uniformed .. guerilla 
fighters, AK47 assault rifles slung across 
their chests. Emotionless they might have 
seemed, but more than a few allowed their 
eyes to follow the prince to the limits of 
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their vision as he plunged along a path 
lined two or three deep with colourfully 
dressed villagers 
+ Then. however, the prince got quickly 
down to business. On his right at the long 
felt-covered conference table were Sam- 
phan. Chak Ѕагосип of Sihanouk's 
Moulinaka faction, and Khmer Rouge 
Health Minister Thiounn Thoeun. On his 
left. Sary and grey-haired Defence Minis- 
ter Son Sen 

Newsmen were made to remain ata dis- 
creet distance, but it was clear during the 
hour-long conversation that Sihanouk 
preferred to address himself to Samphan. 

There is no secret about the prince's dis- 
like for Sary. It is also no secret that both 
Sihanouk and coalition partner Khmer 
People’s National Liberation Front leader 
Son Sann were adamant that the burly 
minister should have no say in the foreign- 
policy machinery of the new coalition, 
even if they had to accept him in a lesser 
role. In an interview, the prince once 
made a point of listing all of Sary’s failings 
before adding witha note of finality: “And 
he is ugly too.” — JOHN McBETH 


ST 





committee is the health minister in the — 
Khmer Rouge, Thiounn Thoeun. chief 
doctor of the Khmer-Soviet hospital in 
Phnom Penh until his defection to the - 
communists in 1971. Two of his brothers — 
are the Khmer Rouge's ambassador to the — 
United Nations and its minister of science. 
The other two committee members аге _ 
Sihanouk's fourth son, Prince Norodom 
Chakrapong, 37. a former lieutenant in — 
Cambodia's air force, and 49-year-old 
Bou Kheng, a doctor and head of the 
KPNLF's health department who sur- 
vived the 1975-78 Khmer Rouge 
holocaust. КР 


n the question of aid, Sihanouk saidhe — — 
has no right to ask for outside assist- 
ance for only his group and the KPNLF. “I 
have to present myself as president of all — — 


factions, including the party of Democra- __ 


tic Kampuchea,” he told questioners. 
"We should respect the rule of equality _ 
and consensus. 

But he also made it clear that it was up | 
to donor countries to decide where the акр 
would go, a salient point given the posi- _ 
tion of the United States and other West- 
ern nations that any assistance they give _ 
will be earmarked for the non-communist 
elements of the coalition. 

Sihanouk said he does not plan to make 
any formal requests for aid, but witha ten- __ 
tative travelling schedule which includes — — 
China, North Korea, France, West Ger- — 
many, Britain, Belgium, the US, Aus- | 
tralia, New Zealand and Japan, itis clear — 
where he expects much of it to come from. — 

So far there have been no publicised oF ` 
fers of military aid for the non-communist 
factions, though the prince will undoub- 
tedly remind Chinese leaders in Peki 


next week of their promises of weaponryif — — 


he and the KPNLF entered the coalition. 
The KPNLF army commander, Gen. Dien — 
Del, told the REVIEW last year he would be 
satisfied with a sustained arms supply cap- 
able of keeping a 15,000-man force in the 
field. 

Reminded of a statement he had made 
two years ago that to join the Khmer 
Rouge was like putting a bloodthirsty wolf 
with a lamb, Sihanouk said: “I am a lamb. 
Son Sann is a lamb. We have to choose be- 
tween being eaten by Khmers or eaten by 
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* Expanding on 1 that theme 


compared Cambodia to à Shake: 
ntragedy. "Lam Hamlet, tobeo 
*. Cambodia under Mr Pol Pot 0 








| Vietnamese propaganda dis termed 
ann and Sihanouk: clowns and the соай- 
tion as a white washed and: dressed- -up 
corpse. The coalition’s first redl test is 
likely to соте: at the September non- 
: ed conference in Baghdad. 

M that several member 
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hi Minh City: Vietnam's announce- 
that it will withdraw some of its 


picion and some scorn by neighbouring 
utheast Asian countries. Although it 
sto be a tactical diplomatic move 
e Vietnams Foreign Minister 
еп Co Thach tours the five Asean 
itals and Burma at the end of July and 
gust, it may have been partly moti- 
ed by Hanoi’s economic problems. 

heannouncement was made in Ho Chi 
linh City on July 7 aftera two-day meet- 
g of the foreign ministers of the three 
dochinese countries — Vietnam, Cam- 
dia and Laos. Thach gave a press con- 
тепсе afterwards in which he said the 
hdrawal would be significant but re- 
sed to give numbers or timing. Specific 


dibility. 
Thach did disclose that an  unpublicised 
umber of troops had been pulled out of 
ambodia last year. The original garrison 
200.000 was reportedly reduced to 
180.000 in September. Diplomats in 
anoi said the announced troop with- 
drawal. may involve another 20-30,000, 
bringing the. occupying forces down to 
out 150,000. But the figures are uncer- 
tain and some sceptics claim that Vietnam 
is merely rotating soldiers. 
tnam, backed bythe Soviet Union. 
vaded Cambodia in December 1978 and 
рей the Khmer Rouge regime, notori- 
for the brutal excesses:of its four- -year 
le, the following month. Hanoi main- 
tains that its forces are in Cambodia to de- 
fend the Vietnamese-installed . Phnom 
nh government and the Cambodian 
ple against.a return. of the. Chinese- 
cked. Khmer Rouge, whose guerillas 
ive been fighting from bases along the 
Cambodian border since their politi- 
masters lost power. 





















Chi Minh City’ 5 
pulent former presi entia palace; which 
15 now a conference теште, said that. the 


ips from Cambodia has been met with. 


s would have given the gesture more - 











General Assembly session in September 
following a year in which. Democratic 
Kampuchea has lost a lot of ground in the 
UN where it holds Cambodia's seat. 
Sihanouk has already announced his in- 
tention of addressing the session. 


ithdrawal symptoms | 


etnam's promise to pull an unspecified number of troops 
of Cambodia fails to convince critics of the occupation 


Thailand, along with the four other Asean : 


members, gives strong political support to 
the two non-communist, anti-Vietnamese 


resistance groups now grouped in a coali-- 


tion with the Khmer Rouge under the 
Democratic Kampuchea banner. Peking 
reportedly channels military aid to. the 
guerillas through Thai territory. 

The response demanded by Vietnam in- 
volves Thailand stopping Chinese military 
supplies reaching the resistance groups, 
meaning mainly the Khmer Rouge, which 
has 20-30.000 troops fighting the Viet- 
namese. The foreign ministers’ confer- 
ence also called for a so-called safety zone 
to be set up along the Thai-Cambodian 
border with only the. Thai military 
stationed on the Thai side and only Cam- 
бошап troops on the other side. Both 
Vietnamese and resistance forces would 
be pulled back and Cambodian refugees 
resettled elsewhere. The communique 
said the safety zone could be supervised by 
the United Nations provided it gave up its 
recognition of the Khmer Rouge as the 
legitimate representative of Cambodia. 
T: proposals seemed designed to 

corner Thailand and isolate it from its 
Asean partners. But Asean turned down a 
previous demilitarised-zone. formula: in 
1980 and has rejected all other initiatives 
on the grounds that the Vietnamese occu- 
pation of Cambodia is illegal and Thailand 
is not part-of the conflict, Bangkok also 
points out that it has no common border 
with Vietnam. Asean stands by UN reso- 
lutions demanding a total withdrawal of 
Vietnamese troops from Cambodia and 
UN-monitored elections. 

A Thai Foreign Ministry spokesman 
said on July 9 that Hanoi's proposals were 
aimed at legitimising the Vietnamese mili- 





tary occupation ef Cambodia and involv- | 


ing Thailand in the conflict. Singapore 
said that Vietnam should pledge a com- 
plete, internationally supervised with- 
drawal before any phased pull-out. Asean 


| is to make a formal reply after consulta- T 
tions among its members. China con- 


mned the plan as a diplomatie 


do a E lt to shore up pO at the UN | 













Тһе only note: of approval came’ from 
France, once Vietnam’s ‘colonial ruler, · 
which said it hoped the gesture would lead | 
to a larger di: 









press: conference when Thailand's re- 










not асс stomed to giving ultimatums.” 

Thach denied that the Indochinese 
proposals were in résponse to the recent 
formation of the coalition of the three re- 
sistance groups in Cambodia. The coali- 
tion was created primarily to give the non- 
communist groups a share in the interna- 
tional recognition accorded’ the Khmer 
Rouge as the Cambodian representative . 
at the UN. *The coalition is a farce. which 
has по influence on our proposals," “said 
Thach. The Indochinese foreign ministers 
described the coalition as a plot to disguise 
the “evil Pol Pot criminals.” They alsode- 
clared that they would accept the seat of 
Cambodia at the UN being left vacant: if 
the UN gave: up its сора o 
Khmer Rouge.” 

Many observers felt, however, ‘that it 
could hardly have been coincidence that 
the Vietnamese troop withdrawal wasan- 
nounced’ on: the same day that Prince 
Norodom Sihanouk, as president of the 
new coalition, made a-colourful return to 
the Cambodian border after three-and- 

a-half years in exile.. Many Bangkok- 
based correspondents missed the event 
because Hanoi, in an unprecedented act 
of hospitality, invited them to Vietnam to 

















































| cover the Indochinese ministers’ meeting. 


The Vietnamese initiative will be the 
main focus of talks in Hanoi this week be- 
tween Thach and Austrian Foreign Minis- 
ter Willibald Pahr. who is also president of 
the UN: International: Conference on 
Kampuchea. Asean officials have been in- 
vited to meet Pahr in Bangkok on his arri- 
val from Hanoi. 

There is. unlikely to be much support for 
another Indochinese initiative put for- 
ward in Ho Chi.Minh City this month for 
an international conference on Southeast 
Asia. The proposed participants are the 
three .Indochinese. countries, the five 
members of Asean, Burma, India and the 
five permanent members: of the UN Se- 
curity Council — the United States, the . 
Soviet Union, China, Britain and France.’ 

Thailand. has already insisted that any 
international conference on the Cambo- 
dían issue should. be held under the au- 
spices of the UN. Asked whether he had 
any more: proposals to make during his 
forthcoming Asean tour, Thach symboli- 
out his pockets апа said: “I 
iptied my pockets.” 

According to military analysts, this 
ative may be the result of 

: cutbacks: in the Soviet-armed 

lese: army. - Vietnam ^ has the 

est standing army in the world 
rison in Ca: bodia i is estimated 
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Omega Seamaster 120, a diving watcl 


the enchantment of the marine world. 





" The Seamaster 120 in gold and stainless steel is a genuine 

diving watch, yet thin enough to slip under any silk cuff. 

Water-resistant to 120 meters. Unidirectional turning bezel 
for indicating diving time. Luminous dial, for easy legibility 
among the coral reefs. Unalterable sapphire crystal. Protected 
screwed crown with high pressure gasket. 

Designed for action at sea or on the dance floor. 

Omega Seamaster 120. The elegant diving watch. 
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Deng talks with Hongkong businessmen as China weighs 
the political risks of an early decision on the коюлу s future 


By Robert Delfs j 


ressure for clarification of Hongkong’s 

future status is intensifying as the 1997 
expiration of the New Territories lease ap- 
proaches and the 15-year investment ho- 
rizon barrier is crossed this year. The 
question of the colony's future is expected 
to be broached by British Prime Minister 
Margaret Thatcher when she visits Peking 
in September. 

It was against this background of grow- 
ing pressure and the coming Thatcher visit 
that prominent Chinese businessmen and 
representatives of the pro-Peking press 
and other organisations in Hongkong 
were summoned last month for talks in 
Peking. None of the participants has di- 
vulged the contents of these discussions to 
the press — at least not directly. 

However, two Hongkong Chinese-lan- 
guage magazines have published articles 
which claim to present China's position on 
Hongkong and 1997. The report in the 
July 1 issue of Pai Shing was the more de- 
tailed. It described a meeting at the Great 
Hall of the People on June 15 at which 
Vice-Chairman Deng Xiaoping met 12 
representatives of the Hongkong Chinese 
community and two from Macau. 

The apparent leader was Fei Yiming, 
publisher of the Ta Kung Pao newspaper, 
who is also a delegate to China's National 
People's Congress and the Chinese Peo- 
ple's Political Consultative Conference. 
Others reportedly present at this meeting 
included the chairman of the Chinese 
Chamber of Commerce, the head of the 
Hongkong Federation of Trade Unions, 
leftwing literary figures and Chen Hong, 
general manager of the Bank of China in 
Hongkong. Qi Feng, deputy director of 
the Hongkong office of the Xinhua news- 
agency, attended in an unofficial capacity. 

Such visits have been organised by a 
new central working group on Hongkong 
and Macau set up last March. The working 
group, with representatives of the party 
central secretariat, organisation bureau, 
the State Council, the Ministry of Foreign 
Economic Relations and Trade, and the 
general political bureau of the People's 
Liberation Army is headed by State Coun- 
cillor Ji Pengfei, according to a report in 
the pro-Taiwan Hongkong newspaper 
Kuai Bao (Express). Other members of 
the group named by the Express are: Liao 
Chengzhi, director of the State Council's 
overseas Chinese affairs office and the of- 
fice in charge of Hongkong and Macau, and 
Luo Qingchang, leading member of the 
central committee's Taiwan affairs group 
and deputy secretary-general of the Na- 
tional People's Congress standing com- 
mittee. 

According to Pai Shing, Deng told the 
visitors that as a principle China would 
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reassert its sovereignty over Hongkong 
"sometime about 1997," but said this 
would be accomplished in a way which 
would preserve Hongkong's stability and 
prosperity and allow it to continue to 
"function as a free port." He then solicited 
the views and proposals of his guests. 

Much of the ensuing discussion centred 
on the possible role of the Special Eco- 
nomic Zones (SEZs) in Guangdong and 
Fujian provinces. The general feeling 
among the visitors was said to be: “If only 
China can make a success of the SEZs, 
capitalists from every country will com- 
pete to invest [in them], and then what will 
be the problem about 1997?" 

The report indicated that the partici- 
pants did discuss the proposal of a Hong- 
kong entrepreneur, R. C. Lee, chairman 
of Hysan Development and Hongkong 





or: looking into the 


and China Gas (who did not attend the 
meeting), that Hongkong could become 
an autonomous zone under Chinese sov- 
ereignty and the Chinese flag, but admin- 
istered by a joint Sino-British committee, 
with the position of administrative head 
rotating between the Chinese and the 
British. It is not clear, however, who 
raised the proposal, what was said about 
it, or whether Deng expressed any opin- 
ion. 


he legal basis for such an autonomous 

zone, however administered, is almost 
in place. Article 30 of the proposed draft 
Constitution released in April makes pro- 
vision for China establishing special admi- 
nistrative regions to be governed by rules 
and regulations drawn up "according to 
specific conditions." Chinese jurists asso- 
ciated with the drafting have taken pains 
to suggest poc that this is relevant 
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not just to the SEZs, but 
kong, Macau and Taiwan. ў 

The July issue of the second magazine ] 
Cheng Ming eschewed sources, for- | 
thrightly listing five key elements of Chi- 
na’s new position: ` 

» Hongkong, Kowloon and Macau are 
Chinese territory, over which China 
should exercise complete sovereignty. 
The treaties entered into in the past with — 
aggressors are unequal treaties, and the — | 
Chinese side cannot acknowledge their le- — 
gality. 

> Restoring sovereignty over Hong-  - 
kong and Macau to China is a matter | 
which cannot be postponed to the distant. 
future. : 

» The method of one nation, two sys- _ 
tems will be used to solve the question of 
sovereignty over Hongkong and Macau. 

ь Hongkong's current system will not — — 
change — that is, Hongkong and Macau — 
will be allowed to continue as capitalist so- 
cieties and capitalism will be allowed to 
continue to develop in both territories. 

» Hongkong shall remain a free port. — - 

No mention was made of how the ad- — 
ministration of the two territories would _ 
be carried out. The phrasing of the fourth - 
point — that Hongkong's current system — 
will not change — carefully avoided any — 
mention of whether substantive rulé by 
the British and Portuguese colonial 
ministrations would continue after 1997. 
Nor did it address the related concerns of — 
Hongkong residents that their standard of 
living and current social and political 
rights be protected in the post-1997 era. 

What is important in this formulation, 
however, is that China has finally begun — 
— under pressure — to clarify its inten- — - 
tions towards Hongkong. Notable is the 
commitment to the idea that Hongkong's 
economic system and role should remain 
essentially unchanged after 1997, even if 
the modalities of such an arrangement re- 
main unclear and the vital question of * 
Britain's future role is evaded. ud 

This bare outline of Peking's evolving — 
position prior to the Thatcher visit is at 
most a starting point for discussions, both 
within the Chinese leadership and vis-a- _ 
vis Britain and Hongkong. Moreover, the _ 
contents of the preliminary soundings of 
Hongkong's pro-Peking and Chinese capi- 
talist circles were apparently not intended _ 
to be disclosed publicly. ‹ 

For Chinese leaders, the major concern ` 
is the political price to be paid now for _ 
committing themselves — or rather their — 
successors — to a specific course of action — — 
on Hongkong in the future. Fifteen years 
from now it may be politically feasible for 
Chinese leaders to accept what would in 
effect be continued British rule over the 
territory, perhaps accompanied by sym- 
bolic acknowledgment of China's ultimate 
sovereignty, but leaders would have to 
persuade the Chinese people to accept 
such an approach. 

More important, for the Chinese lead- 
ership to promise any such arrangement 
now could render it vulnerable later toin- — — 
ternal party opposition charges of sell- 
ing out the motherland and ting the — 
terms of the unequal Treaty of ankins E 


















lem is that, in political terms, 
so far away. A businessman's in 















































political horizon for. Chinese leaders. is 
probably less:than five. Much could hap- 
“pen between now and 1997. 
One factor which could still induce the 
Chinese leadership to take the political 
sks of an early resolution is the signifi- 
cance of such a solution to the problem of 
‘Taiwan. reunification. Probably nothing 
hort of a practical demonstration of Chi- 
s. proposals for: peaceful reunification 
1 the form of a capitalist Hongkong go- 
ng about its business of making money 
tle or no Chinese interference, and 
ing its standard of living under a Chi- 
ese flag — could convince sceptical lead- 
rs in Taiwan that the offers of autonomy 
der Chinese sovereignty are anything 
ropaganda. 
e recent meetings with prominent 
ngkong residents to solicit their views 
one indication that Peking may soon 
sue a major policy statement on Hong- 
ng, either during or before. Thatcher's 
it. Chinese leaders were understanda- 
eluctant to commit themselves in the 
ast few. years of Sir Murray MacLehose's 
entire as. governor, but now that Sir 
ага Youde isin place, that constraint 
been removed. It is unlikely that Pe- 
ing would have agreed to Thatcher's visit 
less. Chinese leaders were prepared to 
ve forward on talks to resolve the 1997 
„andthe Chinese and British govern- 
nts may have already соте іо a preli- 
iry understanding, at least at the level 
f basic principles and the arrangements 
or further discussions. ü 
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'uala Tem Political assassinations 
lave been extremely rare in Malaysia but 
ase which now commands the atten- 
ion of the country has a special twist, for 
ong five men charged with killing a 
rominent politician is. Culture, Youth 
nd. Sports Minister Datuk Mokhtar 
lashim. ` 

The victim in the killing on, April 14 — 
е week. before the general election — 
as.the speaker of, the Negri Sembilan 
tate. Assembly, Mohamad Taha. Talib. 
Mokhtar was charged at Tampin magis- 
rate's court on July 10 together with two 
usinessmen, Mohammed Noordin Johan 
nd Aziz Tumpuk, a: village official, 
Rahmat Satiman, and à self-employed 
man, Aziz Abdullah; 

Mokhtar is a prominent member of the 
United -Malays National Organisation 
Umno) which heads the ruling National 
Front. government. He was known as а 
шет and unassuming politician who rose 













He was never quite seen as prime ministe- 


‘horizon may be 15 years, but the practical | 
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тһе Federal Court turns down an appeal for the 








proposed: 


Chinese-language university on constitutional grounds 


By K. Das 

Kuala Lumpur: The hopes of Malaysian 
Chinese of building a university with the 
Chinese language as the teaching medium 
were destroyed last week when the Fede- 
ral Court of Malaysia ruled that the ear- 
lier rejection of their application for a 
charter by the Yang di-Pertuan Agong 
(king) was lawful and valid. What stunned 
the legal fraternity here was not so much 
the decision. as the written grounds of 
judgment which, according to one promi- 
nent member of the bar, had grave impli- 
cations- for other legally constituted in- 
stitutions. 

‚ Asfor the ordinary Chinese, despite the 
shrill demands of Chinese educationists 
and politicians, the rejection did not in- 
spire-any violent reaction because in the 
public mind no Malaysian court. would 
rule to enhance controversy in à matter as 
delicate as one involving the sensitive 
question, of language. In that.sense the 
verdict was no surprise. 

^ Still, the Federal Court's decision is not 
likely to be forgotten quickly for closing 


the chapter which began in 1967 when the : 


Chinese university idea was-born under 
disturbing circumstances. It was. the 10th 
year of independence and the then educa- 
tion minister, Mohamad Khir Johari, an- 
nounced that in future only students who 


tial material, but at.40 had a long career 
ahead. As the news of the murder charge 
broke, Prime Minister Datuk Seri 
Mahathir Mohamad said he did. not think 
it necessary to ask for Mokhtar's resigna- 
tion. "Why should I?" he asked reporters. 

According to.police, Taha, 55, was shot 
outside his home in the village of Seri Asa- 
han in the Gemencheh district of Negri 
Sembilan after meeting a late-night visi- 
tór. The body was not discovered for some 
five hours. It was thought that a .32 calibre 
handgun had ^ been used ‘in. the 
killing. 

The arrest and charging of the minister 
stunned the country. The rivalry between 
Mokhtar and Taha — an Umno veteran — 
was well known and the two-never.con- 
cealed their differences. As chief of the 
local Umno division Mokhtar had report- 
edly nominated another candidate for the 


seat of Gemencheh. It is understood that- 
the state party leadership had offered the 4р 


;seat to Taha. - 














ne of: the first comments made about : 


possessed the overseas Cambridge School | 
Certificate or its equivalent could go 
abroad for university education. This in 
effect barred those educated in Chinese- 
medium schools. The reaction among the; 
Chinese community was to consider build 
ing Chinese-medium universities. When, 
this became apparent the minister quickly 
withdrew his rüling, but the Chinese 
began trying to translate their dream irito 
reality. 

With some 4,000 merchant guilds and 
clan associations which had backed their 
education system for decades, the Chinese 
schools’ management committees and 
teachers’ associations saw no problem in 
collecting M$40 million (US$16.95. mil- 
lion) almost immediately by calling for 
M$10,000 from every group. They did not 
solicit funds аі олсе, but applied for and 
received a certificate of incorporation of 
the company called. Merdeka University 
Bhd on. May 8, 1969. 


F< days later, for quite unrelated 
reasons, the race riots in Kuala Lum- 
pur broke out and hundreds died in the 
city's streets But more than people were 
killed; the then home minister, Tun Is- 
mail, said; "Democracy is.dead." Parlia- 
ment.-Was- penden and the: National 





the killing at the time. was by 1 épuly 
Prime Minister Datuk Musa Hitam who 
said that there was no political motive for 
the killing. He, also assured reporters that 
there was no need to give special protec- 
tion to candidates contesting the elec- 
tions. Mokhtar himself stood for the seat 
of Tampin and polled 27,587 votes against 
the Democratic Action Partys Loo Ah 
Man, who had 6,603 votes. He was in- 
cluded i in Mahathir's new cabinet. 

The-near three-month investigation of : 
the murder was perhaps the most elabo- 
rate yet in Malaysia. А manhunt launched 
on. April 14 involved a house- to-house - 
search in the whole area of Gemencheh. A 
top team from the Criminal Investigation 
Department, was on the scene and à re- 
ward of M$20,000 (US$8,470). was оѓ. 
fered. Within two weeks 10 people were 
detained. In their investigation police 
asked: about’ 60 people possessing ..32 
calibre revolvers’ to surrender them for 
Башир ests. с 





"ie orginal hate: абайы st Mokhtar and 

the four others was under section 302 

of the penal code. which would have en- 

itled them toa jury trial. But; during the 

the lower court in Tampin 
General Ta 
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110 de battle 
іпеѕе entre- 


The rapid ami in the aftermath of 
e riots. left the Chinese nervous. and 
erdeka University . faded into the 
ackground, but the government" s vigor: 


coürt to have the case heard before a high - 


court judge. He also tendered a certificate 
` under the Essential (Security Cases) 
(Amendments) Regulations 1975 to sup- 
a porti his application. 
^ The five accused will now be tried in ac- 
cordance with these regulations, having 
been charged in the Kuala Lumpur High 
- Court. on July 13 under the regulations 
with murder. All five pleaded not guilty. 
“Justice, Hashim .Yeob ‘Sani refused bail 
ordered them remanded at Pudu Jail. 
il was set for October 11. 
1 der the regulations; the death sen- 
| tence is not mandatory as has been widely 
ported in the media, The regulations as 
passed originally did demand the death 
penalty but, after intense lobbying. and 
riticism by the bar, the mandatory death 
penalty was. dropped.’ Only in Internal 
"Security. Act cases does the mandatory 
le apply. But the regulations do allow 
for extraordinary procedures, including 
mission of hearsay evidence and the ap- 
arance of witnesses in masks. It also 
ovides for hearings in camera. 
The murder of Taha is not Malaysia's 
“killing of a politician, Just over 10 
yeats ago, a Parti Islam politician and MP, 
* Samad Gul Mianji, was killed in Kota 
aru. -The case was never r solved. 
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¿ous efforts to increase the number of 


Malay students in the universities meant 


.the gradual diminishing of places for non- 


Malay students. By the mid-1970s, 
Merdeka University was important news 
once more. In 1974 a. modest proposal was 
made to. build Merdeka College (rather 


than a university) but the application was 
turned down. By this time the proportion 
of non-Malay students at universities had . 


declined further and Chinese chauvinism 
which had lain dormant after the May 13 
bloodletting, was Whipped into life as 
much by irresponsible Chinese politicians 
as. by opportunists among ше extremist 
Malay politicians. 


Аг President Tun Mohamad Suffian, 
in his judgment last week -made this 


point abundantly clear: politicians in the 


country tended to exploit education every 


„time an election loomed and gave scant at- 


tention to the business of nation-building 
in a sensitive multi-ethnic milieu. While 
no one quarrelled with his assessment, 
there were those who questioned the qual- 
ity ofthe judgment which paid so much at- 
tention to the policies of legislators.at the 
expense of legal exactitudes-in a country 


where the Constitution, not parliament 


(as in Britain), was supreme. 

The Federal Court's judgment, which 
revolved around the question.óf what con- 
stituted. a public . authority, decided 
Merdeka University would be.a public au- 
thority and, therefore, had to use the na- 
tional language, Bahasa Malaysia, and not 
Chinese. Merdeka University's leading 
counsel, Michael Beloff, argued that a 
public authority must have governmental 
or quasi-governmental attributes. which, 
he claimed, the university would not have. 
The lord president disagreed, as did three 
other judges on the federal. bench. 

One of the disturbing features of the 
judgment. was. that. the only dissenting 
voice. was that of Justice George Seow, a 
Chinese. His dissent was based оп the 
legalisms surrounding the definition of.a 
public authority. In a society where racial 
divisions are evident in many areas of pub- 
lic life, the immediate — perhaps. too 
hasty — response was to see the dissenting 
view in those terms. Some members of the 
bar expressed the view that Seow was a 


urdge and his inspi- . 
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University, but even that wa 

Attorney General Tan Sri Ab: 

argued that since the issue wa 
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versities abroad, paying prohibitiv 
Too many people have invested. 
savings .to get their children. ed 
abroad to be stopped by.laws or polic 
which they see simply as obstacles to 
overcome. 


“AUSTRALIA 


A subs stantial interestis available 
large proven irrigation property int 
north west of New South Wal 
growing cotton and other crops. Ct 
rent expert management will 
tinue: à 


Turnover is in the order of $US5 
lion per annum. Further deve 

with attendant tax advantag 
pected to increase sales by 100 
over the next four years. 


Additional information will be. pr 
vided to genuine enquirers 
should contact:- | 
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The selling of Sunee 


Inquiries reveal that a British newspaper's story 
of child slavery in Thailand was not all it seemed 


By Derek Davies 
O: Monday, March 27, the British 
tabloid newspaper Daily Mirror 


featured a story on its front page by its 
chief foreign correspondent, 1979 British 
Journalist of the Year John Pilger. A 
prominent headline — “Exclusive: I 
bought this child for £85" — ran across the 
top of a photograph of a sad-eyed but 
plump-featured eight-year-old Thai girl 
named Sunee. The introduction ran: 
“John Pilger bought this little girl for £85. 
She was a slave. She is eight and lives in 
Thailand in Southeast Asia. She is one of 
an estimated 200,000 children forced into 
hard labour in sweat shop factories or as 
domestics and prostitutes." 

Inside, a three-page story described 
how Pilger, presumably accompanied by a 
photographer, Peter Stone, and a British 
social worker, Tim Bond, had purchased 
Sunee. The story described how a flock of 
women child-catehers (known as “fisher- 
women") wait to grab children arriving at 
Bangkok's railway station from Thai- 
land's impoverished rural north. Sunec 
was one of their catches and Pilger had 
bought her (with a proper bill of sale) from 
a woman contact, "Mrs Moon." Despite 
her plump appearance in the photograph, 
Pilger described Sunee as being “very thin 
and malnourished" with a “bronchial 
wheeze.” She said she had been kidnap- 
ped by an “auntie” while her mother was 
away in the fields and had been brought to 
Bangkok on a train (adding surprisingly, 
for a Thai eight-year-old: “I don't know 
what Bangkok is or where"). Sunee went 
on to describe her week-long sufferings in 
a children’s slave shop where she was 
beaten for breaking a dish апа fed on 
scraps, until Pilger bought her through an 
intermediary from a cafe near Mrs Moon's 
home in central Bangkok. 

Pilger reported that Sunee had never 
been beyond the paddy fields of her vil- 
lage in northwestern Thailand before and 
the only clue to her origin was an entry on 
her bill of sale, “near school, Phit- 
sanuloke." Nevertheless, the party hired a 
couple of cars and started out on the jour- 
ney to return Sunee to her mother. They 
passed through Bangkok's Patpong dis- 
trict “where the massage parlours and VD 
clinics are concentrated, where the 
foreign tourists go and where Sunee might 
have ended up." 

The journey through the side streets of 
Patpong was somewhat surprising at the 
beginning of the 489-km. trip (akin to 
staring a description of a drive from 
London to Edinburgh with an account of a 
detour into London's red light district, 
Soho), but made Pilger's point. The con- 
voy reached Phitsanuloke at dusk and 
understandably had some difficulty in 
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locating Sunee's home. Sunee directed the 
drivers: “Go to the temple" and, “Go to 
the school." And so they did (again some- 
what curious, for Phitsanuloke is a town of 
125.000 inhabitants and boasts numerous 
schools and:temples), But they could not 
locate Sunee's home. 

Then occurred a most amazing and for- 
tunate coincidence — the face of the little 
girl's mother suddenly appeared at the car 
window. Weeping, they were re-united. 

The mother and her little daughter, 
both giggling and sobbing at once, then 
led the party along a winding track 
through tall grass (though apparently they 
were still within the town of Phitsanuloke) 
to their home, a one-room tumbledown 
shack leaning on a “mound of scabrous 
earth.” It was a scene of “landless poverty 
as stagnant as the malarial pool beyond" 
(though the upper central plain of Thai- 
land is not a malarial area). Sunee’s 
mother, a “38-year-old widow” named 
Daeng-toi, told how Sunee had been ab- 
ducted, The mother had refused the offer 
of a fisherwoman to take Sunee away be- 
cause she was her last child, her son and 
her daughter having been taken from her 
when aged two and six respectively (Pilger 
did not explain why abductors should 
bother with children as young as this, thus 
saddling themselves with the expense of 
their upbringing). Sunee had never at- 
tended school, mainly because, accordin 
to Pilger: her mother had never married, 
though Pilger himself describes her as a 
widow, and Sunee had no birth certifi- 
cate (somewhat surprising in a family of 
three in Buddhist Thailand where illegiti- 
macy rates are low). “The Daily Mirror," 
Pilger reported, “is arranging for her to 
get [a birth certificate] and paying to help 
her stay at school.” (This was again a sur- 
prising choice of words, in view of the fact 
that she was said never to have attended 
school.) 


Pi recorded, correctly, that no peo- 
ple love their children more than the 
Thais and attested to the affection and re- 
spect he has for the Thai people. But, he 
alleged, the Government of Thailand — 
“run by generals” — has many problems 
and strange priorities, preferring to en- 
courage the building of luxurious hotels 
and promote cheap exports rather than ir- 
rigation schemes, for example, which 
would benefit the poor countryside. This 
is hardly fair. The hotels áre built by the 
private sector while Thai agriculture 
(energetically aided ‘by government 
schemes) has recorded persistent growth 
(5% last year) and Thailand has long been 
Asia’s only net exporter of food. 

Before the British bought Thai goods, 
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SUNEE: The little girl sold os a slove in Thailand. 
Picture: 


JOHN PILGER 
герогіе iro Thailand 


The Daily Mirror front-page story: 
considerable impact. 


Pilger suggested, they should ask the ages 
of those who had made them. He ended by 
reminding his readers that Thai Prime 
Minister Prem Tinsulanond was due to 
visit Britain, inviting his readers to write 
to the premier c/o the Thai Embassy in 
London (the address was provided) call- 
ing on him to free the 200,000 Thai “slave 
children." 

Understandably, Pilger's article had 
considerable impact. On the very day of 
its publication Pilger was able to repeat 
many of his allegations on BBC Radio 
Two's Jimmy Young Programme, while 
London Broadcasting quoted from the ar- 
ticle while interviewing the secretary of 
the Anti-Slavery Society. The article was 
picked up and reprinted overseas, includ- 
ing in Australia's Melbourne Herald and 
the Thai newspaper Matuphum (Thailand 
is one of relatively few Asian countries 
which boasts a free press). 

As the Review's Paisal Sricharat- 
chanya, who has conducted most of the re- 
search into this episode, recounts in the 
accompanying article (opposite), some 
cynicism greeted the press conference call- 
ed by the Thai Labour Department direc- 
tor-general, Vichit Saengthong, to de- 
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‘the Thai army, serving in 
: land). The mother (whose real name i is Toi 
Nantapan) and Sunee (a nickname, her 
proper name being Rachrintr: Nantapan) 
told the press that th 
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part in a movie 
ise the differ- 


gly “questioned 
200, 000 “slave child- 
Mirror. nor the 
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ory amounts to: a or serious charge 
- under any circumstances... 1 the charge is 
made by the responsible minister of à re- 
“spectable friendly government, 
body, somewhere might care to look into 
-the matter, and decide which is telling the 
> truth. 
| Shortly thereafter The Spectator re- 
ceived a libel writ from Pilger's lawyers. 
Nicholson, Graham and Jones, against 
The Spectator, its editor and Waugh anda 
demand for a. swift retraction and. an 
"apology were made. Evidently, the 
` REVIEW'S inquiries into. the matter 
‘reached the ears of London for Nicholson, 
"Graham and. Jones telexed the REVIEW: 
“Н has been brought to our attention that 
you may.be contemplating referring to Mr 
Pilger's article . . . The allegations made 
"by Mr Waugh are strongly denied . 
Our clear instructions are that the Thai 
< version ogus, and the libel actions are 
< to be pursued vigorously,” 
‘Nevertheless, the. REVIEWS inquiries 
` continued and have established clearly 
that Waugh's hypothesis — that Pilger and 
Віз companion had been bamboozled by 
. Thai con-men — described what, in fact, 
; occurred. As Paisal recounts, the go-be- 
. tween. Santi has confessed that. һе 
mounted the deception because he was 
"unable to.find a suitable girl for Pilger to 
; purchase. Notarised statements and docu- 




















resident in Bangkok and that, since 1979, 
Sunee has been enrolled :at Bangkok's 
ympan Witthaya School. 
his revelation raises even more ques- 







some- 


ients show that Sunee and her mother are. 


ons about the Pilger article — 806: least : 


little girl with an inventive- imagination 
and considerable acting ability (but then 
many Thais, 
ministers, do enjoy acting). 

Every visitor to Bangkok — and to most 
other Asian cities — has been approached 
by professional “fixers” who claim to be 
able to arrange anything the stranger may 








drivers and interpreters, smoothing visits 
to the: refugee camps and to the Cambo- 
dian border. It is surprising that a jour- 
nalist of Pilger's reputation should have 
made use of such a go-between and still 
more surprising that he did not inquire 
more closely into the background of the 
alleged “slave girl” who was trotted out 
for him to “purchase.” The same story has 
been done before, by the BBC itself and a 
German magazine, but their research was 
more thorough. 

The timing of the story — just before 
, Prem's visit to London to be met by calls 
for a boycott on imports of Thai goods — 
underlines the necessity for responsible 
journalism. . Pilger’s account. of his pur- 
chase of Sunee encapsulates many of the 


| main complaints against the media of the 





West made by Third World countries. It 
was the result of a-trip Бу а well-known, 


London-based Journalist evidently after a 


By Paisal ыса: 


Мау to refute a controversial child-slavery 
article published in the British mass-circu- 
lation. Daily Mirror, it appeared at first 
glance that they were trying to put over a 
whitewash. The mother and child — prin- 
cipal characters in the story, who were pro- 
duced before the pressmen.— dutifully 
professed innocence and claimed they had 
"acted" out.a scene of fictional reunion, 
highlighted in the London newspaper re- 
port, for financial motives. 

It was easy to see why the Thai au- 
thorities had taken such great pains to 
deny the report, by John Pilger, which was 
splashed on.the front page of the tabloid 
daily one month before Prime. Minister 
Prem Tinsulanond was due to lead a high- 
powered investment and trade-promotion 
mission to Britain. The publication of the 
story — and subsequent letters from emo- 

‘tional readers who demanded.a boycott of 
Thai products — apparently embarrassed 
the Thai mission. In Britain atleast thear- 
ticle carried weight: Pilger is опе of Bri- 
tain’s best-known. popular. journalists, 
whose emotion-based campaigns for vari- 
ous causes, including the Heng Samrin re- 
gime, have won wide.support in Britain. 

The initial scepticism over the Thai offi- 
cial rebuttal of Pilger’s. article must now 
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desire. For pressmen, they offer to act as | 


A fixer's charade of slavery 


A Bangkok chauffeur explains how he set upa . 
meeting between 'slave' Sunee and her mother 


Bangkok: When the Thai. Labour De- 
partment summoned a press conference in, 
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idea of ап eight-year-old 
Thailand is bizarre). Pilger | 









other сш closer to home un 
gimes less tolerant of visiting pre: 

The influx into the cities of Asia- 
Shanghai to Jakarta — appears t 
unavoidable ingredient in economic 
gress. Pilger ignores the fact that the 
majority of the migrants find jobs a 
skilled workers and that тапу of t 
even those who start in unlicensed 
tories, make good. Then they are. 
relieve their families' rural pover 
mitting money back to the countr 
Pilger took the little girl back to wl 
thought was her scabrous hom 
landless poverty. E 

Pilger's article damaged: Th 
relations and could well have dama 
economy of Thailand by suggestir 
the British should avoid buyin 
goods, a development which could 
ameliorate the very poverty Pil 
ments. The Thai Government mu 
this matter formally to the attention of 
British Press Council, It is.to be hi 
that the Daily Mirror, Pilger himsel 
the media which repeated his stor 
have the grace to apologise. 
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was ide) in the article _ 
nickname "Sunee"), now nine : 
has been residing in. Bangkol 
Kwang district and attending 
Witthaya School for the past thi 
contrary.to: Pilger's version th 
any. schooling, she was, lured 
home in Phitsanuloke. to be 
Bangkok's child-labour market, 

According to the. article, Pilg 
Baht 3,500.(US$152. or £85) fort 
"bought" through an intermedia 
one of the. numerous job-placem 
around Bangkok's. main railway : 
which he graphically described. 
claimed then to have taken the frigt 
half-starved girl, who he said ha 
kidnapped from home, back .tc 
sanuloke to a tearful. reunion with 
grief-stricken mother. Pilger, -h 
^ Md had not personally “boug 
il. 

The job of finding a suitable sul 
left t a Thai fixer. Tis go-bet 
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(price would have gone to the shop 
| Operator and agent, but also because he 








he was reluctant 


‘to acquire a real slave, partly because the 


tO fol 


genuinely failed to locate any girl who fit- 
ted the specifications he was given. The 
money Pilger paid, for which a false re- 
ceipt was produced, was duly split be- 
tween the fixer, his female companion and 
the girl's mother. 


he bizarre story came to light after the- 

REVIEW managed to identify and inter- 
view the fixer, the key figure who has re- 
mained largely in the background during 
the weeks of controversy over the story. 
He is Santi Ditthakornburi, a Bangkok 
chauffeur. Apart from the financial mo- 
tives, Santi claims he was mistakenly 
under the impression that Pilger and a col- 
league were representing an international 
agency genuinely interested in improving 


_ the plight of Thai children. The colleague 


was Tim Bond, an officer of the Swiss- 


__ based organisation Terre des Hommes, а 


minority rights group. Bond had arrived in 
Bangkok beforehand apparently to con- 


ae" 
| Young travellers at Bangkok railway station: there is no denying that the problem exists. 


duct preliminary research for the article. 

From Santi’s accounts, Bond ap- 
proached him in early March to locate two 
young girls below the age of 12 at Hua 
Lampong railway station, where trains 
from Thailand's northeast arrive before 
dawn, often bringing groups of children 
from poverty-stricken villages seeking 


— employment in the metropolis. The plan 
` was to hire them as domestics (if the 


children were alone) or buy them (if ac- 
‘companied by agents) with the object of 
tracing them and returning them to their 
native village, (Santi knew Bond from two 


N years ago when he had assisted in buying 
— two young boys and accompanying them 


back to Ubon Ratchathani province in the 
northeast. Details of the purchase were in- 


` cluded in a 1980 report on child slavery in 


Thailand which Bond wrote for the Unit- 
ed Nations. This report on the child trade 
in Thailand highlighted the purchase of 
the two boys and their subsequent return 
to Ubon Ratchathani. Santi assisted in the 
investigation and was credited as a witness 
throughout the report. The report 
triggered some discussion in Europe 
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auctions 


actı d ` 

However, Santi says this time his carly 
morning visits to the station for almost a 
week were to no avail, as most children 
were accompanied by either relatives or 
agents operating for job-placement shops. 
"There was one case involving two girls 
who wanted Baht 6,000 per year, but 
Bond rejected it on grounds that they 
were accompanied by parents." The pres- 
sure intensified as Pilger was reportedly 
due to arrive shortly. Santi finally decided 
to mount the charade, he says. 

Through a female friend, Tao Thien- 
thong, Santi was introduced to the girl's 
mother, Toi Nantapan, a relatively poor 
Bangkok resident married to an army 
sergeant now stationed in the southern 
province of Yala. According to her 
notarised signed statement, Toi thought 
she was to permit her daughter to act in a 
movie being made by foreigners, playing a 
poor upcountry girl forced to work in 
Bangkok. The movie was to be entitled 
Hell Factory, and she was to receive Baht 
10,000 as remuneration (Santi claims he 
was unaware of this promise). In the end, 
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Toi claims, no substantial payment was 
made and the Baht 3,500 paid by Pilger 
was split among the trio. 

The stage was then set: the mother 
made off by train to Phitsanuloke. She was 
to rendezvous the following day with her 
daughter, Santi, Pilger and company, who 
would drive up the next morning. Mean- 
while, Santi presented the “purchase” to 
Pilger and Bond. Santi said that he pro- 
duced the false receipt — a document 
readily available from any Bangkok 
printshop — which was quoted as evi- 
dence of the purchase in Pilger's article. 

In Phitsanuloke, dressed in tattered 
clothes according to instructions given by 
Santi and Tao, the mother and daughter 
hugged and wept as the foreigners photo- 
graphed them near a tumbledown shack 
which was claimed to be their home. 

According to Santi and Toi, both Pilger 
and Bond appeared genuinely moved by 
the charade. Rachrintr was given Baht 
500, with promises that more funds would 
arrive from London for her future school- 
ing. Apparently hoping that financial as- 
sistance would be forthcoming. Toi and 
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| her daughter dresse 
of how she was left a poor widow and how 
she could not afford to send Rachrintr 
school. However, she claimed she has re- 
ceived no more payment since the inci- 


dent. 


t is clear that the Thai characters involv- 
ed in the entire episode had stage- 
managed the show chiefly for financial 
gain. As Santi conceded: "While it was 
difficult to produce a genuine case, it 
might not have been worth my effort since 
the money [to pay for a child] would go to 
the shop and the agent anyway." Both 
Santi and Toi now claim they would have 
wanted no part in the charade if they had 
known the result would be harmful to 
Thailand. : 
The broader theme of child exploitation 
in the Pilger article cannot be disputed — 
poor young people from upcountry pro- 
vinces do indeed flock to Bangkok and 
some unfortunate cases land up in sweat 
shops. Recent indications point to a de- 
cline in the rural-urban migration since 
1980 when the government started imple- 
menting an annual Baht 3.5 billion 
(US$152 million) Rural Jobs Creation 
Programme, which employs local labour 
in a wide variety of development 
schemes. i 
Although accurate statistics are difficult 
to obtain, incomes of farming families 
have risen, decreasing the necessity to 
send children to work in Bangkok. Labour 
officials stationed in almost all of the 
country's 71 provinces have also quietly 
mounted a campaign in the recent past to 
discourage children from heading to the 
metropolis, but such persuasion cannot 
succeed unless local employment is availa- 
ble. And as Vichit Saengthong, Labour 
Department director-general, concluded 
a recent discussion on the subject at the 
Foreign Correspondents Club of Thai- 
land: "Child labour problems will proba- 
bly be around for a long time." 
According to National Statistical Office 
and Labour Department figures, about 
1.05 million Thai children aged between 
11 to 14 are working today, with 89% in 
the agricultural sector, leaving about 
121.000 employed in the non-agricultural 
sector. This includes 48,000 in services; 
36,400 in commerce and 32,200 in manu- 
facturing; plus marginal numbers in con- 
struction and transport. Even assuming 
that the official figures are not completely 
up to date, the total employed in the non- 
agricultural sector is still a far cry from the 
200,000 children sold into slavery which 
Pilger quoted from reports prepared by 
Bond for the UN two years ago. 
Whatever the general situation of child 
labour in Thailand or elsewhere, on the 
evidence obtained by the REVIEW, Pilger 
seems, at the very least, to have been in a 
hurry to write a sensational story. Pilger 
apparently came to Thailand specifically 
for the child-labour story. His paper then 
played it up. By doing so the Daily Mirror 
also seems to have played up another 
story: how a Thai fixer succeeded — for 
whatever reason — in taking an award- 
winning British journalist fora ride. @ 
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ipel: Taiwan scored a rare diplomatic 
ry over Peking by hosting the fifth 
orld Women's Softball Championship 
y 3 with a record 23 countries par- 
8. China, which failed in attempts 
have the games. moved from Taiwan, 

conspicuous by its. absence but suc- 



































.nalysts are split over Peking's original 

tion. Some believe China never in- 
ided to send a team; others think Pe- 
ing wanted. to take part but only ifthe 
mes were: held on its own terms..Don 
orter, secretary-general of the Interna- 
nal Softball Federation (ISF), told the 
VIEW that on the basis of six months of 
potiations he concluded that China 
r planned to send a team. “Every 
зе L assured them of conditions for them 
зе, they kept throwing up different 
nditions," he said. “H they really 
nted to come, they could have com- 


There is much speculation about why 
king did not come. Simplistic explana- 
ns range from fear of defections among 
players to fear of losing to the. Taiwan 
. Some proud local people say China 
afraid to let its people be exposed to the 
elative freedom and prosperity -of 
n. : ў 

Perhaps the most likely reason is that 
nding a Chinese team would hàve con- 
ed legitimacy on the Kuomintang 
MT) regime here. The Taiwan periodi- 
ide China Mainland reprinted à 
nfi ential paper about the softball con- 
buted to Chinese’ Foreign 

ng Iin. claiming the pa 

atof Ct Ati 












in casting à pall of politics over the - 





softballs hard side 


iwan scores a triumph as Peking fails to prevent 
ipei from hosting an international sports event 


high-ranking Chinese cadres in March 
after Taiwan decided to host the softball 
championship, said: “... They [the 
KMT] knew very well that we would abso- 
lutely have to protest because of our firm 
policy of opposition to the concept of ‘two 
Chinas,’ to the point of refusing to partici- 
pate and intensifying the disagreement be- 


+ tween ourselves and the United States.” 


However, some analysts suspect the docu- 
ment is apocryphal. 

Whatever China’s original intention 
was, it is clear that its public stance shifted 
dramatically. As long ago as last De- 
cember, a member of the All China Sports 
Association visiting Hongkong said China 
would definitely send a team to the cham- 
pionship. From then until February, when 
Porter came to Taipei for the final deci- 
sion on whether Taiwan would host the 
games, the : Chinese press: insisted that 
China would send a team. Most observers 
say.the motive was to scare Taiwan into 
abandoning its plan to host the tourna- 
ment. 


Ir strategy nearly worked, After con- 
siderable wrangling within the KMT 
leadership, Taiwan announced it would 
sponsor the games, with or without a 
Chinese team present. Thomas Hsueh, a 
key member of Taiwan's negotiating 
team, insists he knew from the start that 
China was bluffing and never intended to 
patticipate. But it seems unlikely that this 


| line of thinking influenced the KMT's de- 


cision. If Taiwan had given up the games, 
have further isolated the island 
t another diplomatic defeat. 


| the risk partly bec; 






















ublic opinion and partly 
xmintang could not afford 
internationally." 
Shortly after Taiwan's unexpected deci- 
sion Peking began to backtrack. It raised 
issues such. $, the national flag and 
national anthem tt had not raised be- 
fore, One by one Porter tried to iron out 
the wrinkles through repeated trips to 
Taiwan and Hongkong. Taiwan agreed to 
let travel agent ongkong stamp the 
visas of the Chinese delegation. First 
China insisted on issuing its own visas be- 
cause Taiwan is a province of China, then 
it agreed to accept Taiwan’s visa applica- 
tion forms but insisted ori stamping them 
itself. . s 
In April, Taiwan compromised on the 
flag and anthém issues by agreeing to fol- 
low International Olympic Committee 
(IOC) rules rather than those of the ISF. 
| ISF rules permit the host country to raise. 
its own flag at the opening and closing: 
ceremonies of. the softball championship 
(it is unclear on ‘the. national anthem) 
while: ТОС ‘rules: do not. Hsueh said 
Taiwan conceded the point to. make it 
easier for more teams to participate, Some 
governments would have barred the way 
for their countries’ teams and- others 
would have cut funding for the teams if 
Taiwan had insisted: on raising its flag. 
Porter said the US softball team. had de- 
cided not to send a team. if Taiwan had 
stuck to the ISP rulebook while the Cana- 
dian team would have lost its govern- 
 ment's financial backing: 

But Peking was not to be. appeased. As 
the negotiating grew increasingly frustrat- . 
ing, Porter said he “got the feeling that 
China was raising issues to see if it could 
find a way of not coming." Many obser- 
vers are agreed that Peking was putting up 
a smoke-screen to hide an early decision 
not to dispatch a team. 

Recently, the Chinese press launched 
an attack on Porter, accusing him of carry- 
ing on a two-China policy, and tying the 
softball controversy to the larger issue of 
US arms sales to Taiwan. 

Porter, who is based in Oklahoma City, 
admitted that the" US. State Department 

and congressional offices telephoned him | 
repeatedly during the period to inquire 
about the negotiations, but denied that he 
wàs ever pressured by anyone in the US 
Government. = 
After it became clear that the games 
were not going to be moved — Hsueh al: 
leged that there was a conspiracy among 
Hongkong, Japan and China to move the 
championship — Peking's last tactic was 
то exert pressure on ISF members not to 
attend. 

The pressure obviously failed as a re- 
cord number of countries sent teams. But 
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THE COMPUTERS | 





HAT SURVIVED 109000 


TESISON THE 
` WORLD'S TOUGHEST 
PROVING GROUND. 


For a computer to perform its 
wonder of wonders in the laboratory, 
under the watchful eyes of a team of 
whiz kids, is one thing. 

But to prove itself in the real 
world, day after day, week after week, 
year in, year out, for bank clerks, airline 
employees, police departments, and 
even entire governments, is another. 

At Data General, we're proud 
to report that since 1968 we've sold 
over 109,000 computers to thousands 
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of organizations in 6| countries on five 

continents, Including no less than 

77 of Americas top 100 corporations. 
The reasons? Reliability, com- 

patibility, advanced technology and 

support. And an obsessive dedication 

to providing ulcer-free service. 


We might also add that our ded- 


ication to the Asian community is real 
rather than rhetorical. It's backed by 

three manufacturing facilities, in Hong 
Kong, the Philippines and Thailand. 


Before you select a computer 

company, we suggest you consider that. 

or more information about our 
sales and service and our distribution 
network in India, Indonesia, Korea, 
Malaysia, the Philippines, Taiwan and 
Thailand, contact Data General 
Hong Kong Sales & Service Lid. or 
Data General Singapore Lid. Pty. 


6 Data General 


WE ENGINEERED THE ANXIETY QUT OF COMPUTERS. 
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‘The Indonesian C-130H-MP. world's most advanced maritime patrol aircraft. Photo shows a rescue 
raft being dropped from the rear ramp. A loudspeaker is visible on the ramp 


It takes the strength of Hercules 
to patrol 13,000 islands. 


Thirteen thousand islands make for a lot of ocean to 
patrol. And Indonesia has chosen the new maritime patrol 
version of Lockheed's famed C-130 Hercules aircraft to 
do the job. It's the C-130H-MP — world's most advanced 
maritime patrol aircraft. 

The rugged C-130H-MP brings a high level of cost 
efficiency to maritime patrol. At a 5,000-foot patrol alti- 
tude, Hercules has a mission range of 2,517 nautical 
miles. And it has the superb fuel economy of turboprop 
engines. The C-130H-MP uses four-engine speed to get to 
its patrol station; then it can cut back to two engines for 
added on-duty loiter time. Like other Hercules models, 
the C-130H-MP handles easily at low speeds, in all types 
of weather. 

Large enough to carry the big radars and advanced navi- 
gation systems vital to maritime patrols, the C-130H-MP 
has room to spare in its main compartment for rafts and 


survival gear. Configuration choices include observer sta- 
tions with seats and viewing windows, a ramp equipment 
pallet, infrared scanners, a loudspeaker system, and more. 

Indonesia's new C-130H-MP includes a rest module for 
crew relief during long missions. This module is inserted 
into the cargo compartment and can be removed when 
the aircraft is needed for missions other than patrol 
and rescue. 

The Hercules is no stranger to Indonesia. Lockheed's 
C-130 has long been the mainstay of transport in that 
nation's air force. Now this new, modern version of the 
world's most versatile aircraft will serve Indonesia's 
maritime patrol needs. 

If vou want the strength of Hercules on your maritime 
patrol, contact Director of International Sales, Lockheed- 
Georgia Company, Zone 1, Marietta, GA 30063, U.S.A. 
Telex 542642 Lockheed Mara. 


= Lockheed Hercules 
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Phe 
Giant Panda 
needs your help 
to survive 


OF „E every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 


research and conservation centre in the largest of 


the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an en d animal. 
It is also the symbol of WW worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money 

Please send contributions to the WW'F 
National Organisation in your country or direct to 


WWF International, 1196 Gland, 
Switzerland. 
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h the cover story, 
h the Dalai Lama, 


the mysteries of 
he author, Peter 


rches by the lare 
whose interest in 
ed in Peking de- 
A agent. The exo- 


measured everyth g that was s of no im- 
portance and nothing that was. 

When, in pursuit of his anthropologi- 
“eal enquiries, the prince asked a group of 
Tibetans whether they had hair on their 

odies, they merely roared with laughter 

or; ike the Japanese, they have little 
body hair. When- the prince then dis- 
: played his own hairy chest, the Tibetans 
became greatly excited and remarked 
thàt. he must be a monkey. One man 
“asked him quite seriously why, if he al- 
"ready had such hair, he bothered to wear 


| ashirt. 


€ HOPKIRK'S book misses one of the 
best Tibetan anecdotés retailed. by 
James Cameron in his autobiographical 
Point of Departure. For Tibetans, each 
“Dalai Lama is the reincarnation of his 
predecessor, ando predecessor be- 
„оге that — bac 
."tions. The Dalai Ea 
"inheritor of his an 
‘tors; not merel 


is not merely the 
‘ors, he is his ances- 
€ contemporary 
at, he is the pre- 
cise person for whom it was originally 
made. Cameron goes on: “It was а fan- 
сас truth that when Mr David Mac- 
4 donald of the Hima Hotel, who had 
been familiar with the “previous Dalai 
Lama, and was anxious to re-establish 
` contact with his successor in his time of 
trouble, sent à message over the pass to 
atung, he wrote in effect: "Your Holi- 

|. ness will recall our meeting in 1905 . 
бо to this sacred boy born 15 years be- 
` fore, he wrote without affectation of the 
contacts they had enjoyed 50 Jem be- 


Similarly, one of thi 
ecords in the files of 
| Office is that of them 


governor-general of India, to tlie new 
Dalai Lama in 1783, who was then 18 





rough: 13 genera- 


cloud was dispelled by your reappear- 
ance.” 

@ CAMERON also recails the terms in 
which the Dalai Lama expelled the 
Chinese Mission from Lhasa in 1949: 


,"We wish to live apart, uncontaminated 


by the germ of a highly materialistic 
creed,” 
€ MAGIC is never absent from any 
Tibetan experience, and to many the 
mysteries of acupuncture are inexplica- 
ble, though the general tendency is to- 
wards acceptance of its tangible results, 
while its theory is still obscure, baffling 
and seemingly superstitious. 
Bonavia, the REVIEW'S Peking corres- 
pondent, reports thai an Australian 
acupuncturist was recently in India and 
was asked to treat a very old Tibetan 
exile. To his amazement, none of the 
needles could penetrate the Tibetan's 
skin. The acupuncturist apologised pro- 
fusely:and said such a thing had never 
happened to him before. 

“Oh,” said the Tibetan. “It’s I who am 
sorry. I forgot to take my amulet off." 


He divested himself of the'charm hang- | 


ing around his neck, and. when the 
acupuncturist tried again, all the needles 
went in easily. 

“A lama. gave me the amulet," 


explained the Tibetan, “to protect me 


against the bullets of the Chinese." 

e THE last irrelevant word on Tibet for 
this week's column comes in the form of 
a rhyme by Ogden Nash: 

In old Tibet there lived а lama 

Got no poppa, got no mamma, 

Got no radio, got no chillun, 

Got no need for penicillun. 
€ TIBETANS are not the only in- 
vulnerable ones. The Indonesian Ob- 

i a spotted by reader Paul 

ist month, reported that 

two armed robbers had been arraigned 

before the South Jakarta District Court. 
The account continued: 

$The defendants have been accused of 
attempted armed robbery. The gunpoint 
was directed against Rowi, textile retail- 
er at Jalan Iskapdarsyahd, Kebayoran 
Baru. 

The Rowi was selling his goods when 
the two men came to his shop riding a 
motor bicycle. At gunpoint, Rowi was 
ordered to give his goods and money to 
them. 

But the threat was not heeded by the 
Rowi, who bravely resisted: Because of 
the resistance, Sah shot Rowi several 
times from a distance of two meters. 

Though two bullets clearly hit Rowi's 
breast, Rowi was not hurt. This fright- 
ened the two bandits who surrendered to 
police. 

At the court session, when questioned 
by Judge Mrs. Endang Sri Kauran, Rowi 
admitted that he had a certain inner 
power that made him invincible to bul- 
lets. According to him; the bullets only 


tore his shirt which was brought to the - 


court as pue e. 


David: 





e DOGis not supposedt 
world of the media, but: 
question the news sense of t! 
the Pakistan Times of Lahore 
June 16 published a Sene 
headline: 


Malik Idris Khan, who 
cutting, feels that the story: wa: 


heroine ‘seized was not iden 
were any details of her heroi 
but she evidently came from 

ly, being worth “lakhs.of rupees 
had evidently been grabbed b 
tics smuggler, Latif Mumt: 


| no mention of violence but she 


rently been dismembered, fo: 
continued: “The culprit has con 
the heroine in fancy. wooden 


Nor was this the fir 

“the accused confessed having 
two boxes of heroine previously 
e THE press. is continuous! bein 
cused of debasing the 
mealy-mouthed way i 
fences а 
as Britain’s News of the World is 50 
times cited as ап example. iti 
that some years ago that new: 


. which were being smuggled to Hol 
sh 


‘June 29, was a slow 
Ж ora 


. .. Editor Note 
As usual there is no stocks and « 


modities quotations report in our today’ 
(Tuesday) edition because nothing of the 


said stuff were available publishal 
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By Salamat Ali 
Dharmsala: Although the Tibetan goal of 
independence or even restoration of the 
pre-1959 situation remains remote, con- 
tacts between China and Tibetan exiles 
have reached a significant stage. Unlike in 
the past, when the Dalai Lama sent delc- 
gations on fact-finding missions to Tibet, 
the latest delegation visited Peking to 
open discussions on the key issues of 
Tibet's future and also the god-king's own 
return and that of the estimated: 100,000 
Tibetan refugees now in India and; Nepal. 
The Dalai Lama and his followers fled 
in March 1959 after Chinese troopsmoved 
on Lhasa to suppress a popular uprising. 


Е China had reconquered Tibet — which 


had declared its independence in 1911 — 
in 1950 and a treaty was signed in 195] 
which undermined the authority of the 
Dalai Lama. In September 1965 Tibet be- 
came an autonomous region of China. 

Prominent Tibetans  here/i remain 
guarded in their appreciation ofthe rela- 
tive liberalism introduced in China since 
1979 and which has madd the contacts pos- 
sible. They are wary about future govern- 
ment changes in Peking andthe effects 
these could have on Tibet and the future 
of negotiations. The Dalai Lama himself is 
optimistic that the current phase of the 
dialogue will produce a mutually satisfac- 
tory outcome. All the same, he insists that 
a solution cannot be arrived at speedily 
and that building up confidence is a slow 
and painstaking exercise. 

A special delegation headed by 
Phuntsok Takla, a senior member of the 
Dalai Lama's cabinet, known as the 
kashag, and including kashag members 


Nearer to the 
crowning glory 


Juchen  Thuplen | Namgayal апа. Lodi 
Gyari was in Peking from April 26 to June 
8. They held four rounds of discussions 
with Yang lingren, head of the United 
Front Work Department and other senior 
party officials. 

Although neither side hüs disclosed de- 
tails of the contacts, one Chinese news- 
paper reported in July thatthe Tibetan de- 
legation was told plainly that there could 
be no question either of independence for 
Tibet or even of a special autonomous 
status of the kind being offered by Peking 
to Taiwan (REVIEW, Oct. 2, '81). This re- 
port could be seen as implying that the 
talks had deadlocked if not broken down. 

The Dalai Lama's office in New Delhi 
reacted cautiously, issuing an implicit de- 
nial in a press release which said: “The 
members of the special delegation to Pe- 
king returned to India on June 8 after cor- 
dial, free and frank discussions with the 
authorities in China. The contact with 
China will be maintained. It is hoped that 
the visit of the fourth delegation to Tibet 
can take place some time next year. 

Authoritative Tibetàn sources here told 
the. REVIEW: “Nothing of the kind men- 
tioned in the [Chinese newspaper] report 
happened at the discussions. There was no 
deadlock. The talks were cordial and 
wide-ranging. It is true that someone did 
mention Taiwan as an example in a point 
he was making, but not as a solution de- 
sired by us." 

Nevertheless, these sources were un- 
able to account for the Chinese report. 
They conceded that it seemed to stem 
from a leak in high places, but argued that 





the report did not claim to be based either 
on any official or authoritative pro- 
nouncement. 

There are sound reasons for the current 
Tibetan approach of avoiding offending 
China and generally of putting a good 
complexion on what otherwise seems to 
be a tough Chinese stand. The delega- 
tion's talks were not centred merely on 
what at present is the Chinese Autonom- 
ous Region of Tibet, but on what Tibet 
was before the Chinese takeover in 1959: 
the central province with the capital in 
Lhasa; Kham, the erstwhile northeastern 
province, and Amdo, the former northern 
province. The delegation's discussions of 
the current welfare and the future of the 
Tibetan people as a whole was also signifi- 
cant: it implied indirect acceptance of the 
Dalai Lama by Peking as a party of some 
consequence in Tibetan affairs. 

More importantly, while the first two 
delegations were fact-finding missions to 
Tibet, the latest went to Peking where 
their talks were the first Sino- Tibetan poli- 
tical dialogue. According to the Dalai 
Lama, the talks were exploratory and 
were aimed at taking the measure of the 
other side. Authoritative sources said that 
the last round produced an understanding 
that the dialogue would be resumed. 


fficially at least, there has been no 
change in the position of either Peking 

or the Dalai Lama. The Chinese insist that 
there can be no going back on the socialist 
policies introduced in Tibet; that refugees 
should return and settle down with the 
socialist realities in their homeland; that 
there is no question of restoring the Dalai 
Lama's. political position, and that he 
should return to Lhasa as a religious 
figurehead only. On his side the Dalai 
Lama has never relinquished the demand 
for Tibetan independence or his position 
as god-king. All the same some Tibetans 
believe, despite these official positions, 
that there is a new flexibility on both sides. 
Abdication of his political position is 
one option open to the Dalai Lama. But 
this is strongly opposed by the kashag and. 
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Devotees at a Buddhist festival; the 





also by other advisers. He admits to re- 
ceiving a plethora of letters from Tibet 
pleading that he should remain abroad 
until more favourable circumstances pre- 
vail. The fulfilling of the first part of an an- 
cient prophecy that he, as the 14th Dalai 
Lama, would go into exile, has reinforced 
the faith of many Tibetans in the second 
part of this prophecy — that he would re- 
turn under favourable conditions. 

The Dalai Lama himself insists that his 
return to Tibet is of secondary importance 
and that the key aim is to ensure the wel- 
fare of the Tibetan people. He points out 
that he has never adopted rigid positions 
and has often declared that he is not 
against the Han — or Chinese people — 
China itself or any ideology, including 
socialism 

He seems to be placing somestore in the 
relative liberalism of Vice-Chairman 
Deng Xiaoping and appears hopeful that 
the effects of Deng’s policies on Tibet will 
be beneficial. He told the Review: "I 
firmly believe that any human problem 
can be solved through talks based on 
reason if human relations, including poli- 
tical relations, are based. on genuine 
mutual respect." 

The Dalai Lama is;scheduled to visit 
Malaysia, Singapore, Indonesia and Aus- 
tralia in August (REVIEW, June 25). In 
September or October he will visit Spain, 
Italy, France and West Germany, passing 
through Mongolia and the Soviet Union. 
The visit to Mongolia could arouse some 
suspicions in Peking, but.the Dalai Lama's 
advisers explain that. Mongolia is his 
parish. Since the time of the 2nd Dalai 
Lama, the Mongolians have followed the 
Tantric version of Mahayana Buddhism 
practised in Tibet. 

Asked about the purpose of his foreign 
trips, the Dalai Lama told the REVIEW 
that they would be purely.of a cultural na- 
ture and totally apolitical; He believed in 
the oneness of the human.race. Based on 
his belief that the aim of all religions is to 
ensure that humanity progresses, he had 
tried hard to improve relations with other 
religions. 
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The Dalai Lama speaks out 
on contacts with Peking 


he Dalai Lama's self-exile has lasted 23 

years, but he speaks with a certain op 
timism about an eventual settlement with 
China and says that life for Tibetans has 
shown some improvement since Vice- 
Chairman Deng Xiaoping became China's 
effective leader. He said that the dialogue 
with Peking is to continue. 

In a recent interview, the Dalai Lama 
spoke for nearly three hours with the 
REVIEW's South and West Asia corres- 
pondent Salamat Ali. He observed that a 
nation’s culture is as important as its econ- 
omy, stressing that Tibet's culture is 
deeply rooted in religion. The new gener- 
ation of Tibetans, he remarked, are even 
more nationalistic and religious than some 
of their countrymen who fled with him in 
March 1959. 

The interview, was given in the Dalai 
Lama's temple.—- also his office and resi- 
dence — in Dharmsala, the hill station in 
the Indian state, of Himachal Pradesh 
which has been his headquarters since his 
flight. Turning for help to his secretaries 
when he had occasional difficulties with 
English, the Dalai Lama spoke incisively 
and philosophically of his country and his 
people. Despite the.long years of exile, 
there was no rancour — an attitude in 
keeping with his position as the god of 
compassion. Excerpts: 


Is it true that your representatives recently 
returning from China were told in Peking 
that China would not agree to either inde- 
pendence or even full autonomy for 
Tibet? 

So far we have pursued secret diplo- 
macy and the rule has not been broken by 
either side. But I can tell you that the last 
delegation was different from the earlier 
ones. The purpose of this visit, unlike 
those of the previous [two] delegations, 


was not to obtain facts, but to tackle the 
real business. The delegation, however; did 
not enter into substantive negotiations 
and only explored [the other side's reac- 
tions]. The fact remains that despite the 
current helpful Chinese attitude, we both 
have been hostile to each other for many 
years and this [background] is not cordu- 
cive to instant settlement. I can say that 
my optimism is still there. 

During [the past] 20 years we have 
stood for independence not because we 
hated the Chinese or their ideology, but 
only because of the sufferings of our 
people. But circumstances change and we 
cannot hold on.to the past. Гат a believer 
in the present rather than the past. The 
Chinese came to Tibet as liberators and 
there would have been no complaint had 
they brought happiness. But, irrespective 
of their tall claims, there is suffering in 
Tibet. Now they admit their past failures 
and mistakes . . . 

Under the changed circumstances, the 
present Chinese leaders, admitting past 
failures, promise to follow the path of 
prosperity and progress. I cannot have any 
complaint if they pursue the goal sincerely 
and succeed. But the big question re- 
mains, how to achieve it? 

The Chinese are trying to build a better 
economy in Tibet, but the culture of a 
people is as important as the economy. 
Tibet has a unique cultural heritage that is 
worth preserving. This culture is deeply 
rooted in religion and the Chinese must 
realise it. Now it all depends upon the 
Chinese. 


Are you sending a delegation to China 
again next year to continue the dialogue? 

The dialogue will continue but no firm 
date has been fixed. Right now both of us 
are trying to evaluate each other's sincer- 
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г even 100 years bad 


| named by Tibetans “helicopters” because 
"of their sudden upward mobility. 


now, but how do you foresee the future of 


our people in the next century? 
uman determination always: prevails 
Tibetan determination is strong. 
ings will change. For instance 1 ат con- 
ent that China is sincere in its moderni- 
tion programme . . . There will be a be- 
cial effect [from it] on Tibet too. Be- 
he Chinese are now showing more 
Гог world opinion and for that 
n too the situation. will have. to 
















n ther factor is the Chinese desire 
‘ove relations with India, but a big 
military presence in Tibet — even 
ost of it is for internal reasons — can- 
{ promote Sino-Indian detente. 
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e larger Chinese identity? 








ot happen to the next few gener-- 
t least because it has not happened | 


he past 23-26 years when a whole 
jeration has grown up. This gener- 
been subject to.a very efficient 
paganda barrage through plays, cine- 

1 nes: literature Тапа] direct indoc- 
[This generation grew up] in 
юва where no one was allowed 
'say that Tibet was happy before 




































The Chinese state machinery thus had 
pposed run, but, still, the young in 
e not only strongly nationalistic, 
ore so than their elders, but also 
c religious than some of us living in 
„The religious freedom which, Tibe- 
ns enjoy in India makes them con npla- 
but the Chinese efforts to supress re- 
ion creates a reaction. Look at the per- 
on of Jews and the results [of. Rad. 


‘the quest for beiter opportunities 
е lure youth away from religion? 
know several Tibetan. communists 





m and came to. Tibet awith the 
гапа worked. in, government of- 









the difference between the pro- 
ncements and the actual actions of the. 
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ffairs and com lained to [then 
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The historical arguments about the sov- 


ach passing year | am more and 
convinced of the high value of reli- 

gion because those denying religion have 
not had harmony, peace and happiness. 
During 1954-55 I met top Chinese leaders 
‘and developed some respect for the 
Chinese Communist Party. Its leaders had 
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"The result was administrative chaos and 
the falsification of information sent to^ 
Peking. During the early 1970s at an offi-. 








Peking: There must be 


cial meeting [in a neighbouring province] 
Chinese officials from Tibet reported that 
Tibet had crops.to meet local require: 
ments and enough то spare. One minor 
Chinese official was jailed for remarking 


that if there was so much food, why were. 


so many Tibetan beggars coming 10. the 
province. 

But Hu Yaobang, the present chairman 
of the Communist Party of China who was 
then secretary-general, visiting Lhasa in 
1980, declared that local officials had been 
misleading Peking and that the standards 
he was seeing were lower than they were 
before 1959. He even shouted angrily that 
ill the millions [the Chinese] government 
had been spending could just as well have 
been thrown into the river flowing by 
Lhasa. 

The situation has begun changing now 
and [the Chinese] are insisting on some 
sort of examinations for public service. 
Some of the old communists who were in 
disgrace are being rehabilitated. But com- 
munists or no communists, Tibetans by 
and large have strong nationalistic senti- 
ments and the communists, though with- 














By David. Bonavia 





Chinese leaders wish that Tibet could sink 
back into the lake of yak's milk from 
which, according to Tibetan tradition, it, 
originally emerged. 

Stubbornly poor, constantly in need of 
subsidies and unwilling to produce much 
more than they need for their own use, the 
Tibetans are a suzerain power's night- 
mare. The visit to Tibet.by the Panchen 
Lama — believed s first in about 18 
years — which started on July 3 is widely 
seen as a gesture of frustration on the Chi- 
nese side, indicating the failure of hopes 
that the Dalai Lama might be persuaded 
to return in a harmless religious role, thus 
putting the stamp of.approval on China's 
position in Tibet. 

China has already been forced to admit 
grave errors in the administration of Tibet 
in the 1960s-70s. Two. years ago some of 
the errors were put right and the griev- 
ances of the Tibetans were taken into. ac- 







gretenty of Tibet have long been familiar, 


Mao Zedong’s death in 1976, 




























Frustration. hows amid a a 
suzerain's nightmare 





"harmony. Miis started around the time 
H 


the. Campaign 


jn May 1956] 


handig people, d ate Т high-level 
metings I saw him. handling 


f y con 
is, unbridled rialism leads to lust for 
power and power ends in arrogance which 
breeds mistakes and eventual destruction. 
Less religion inevitably means less come. 
i hunger for 
>. But then I 


power that results in less p 
or often religion 


am talking of true faith, 
has been used as a 


strument of oppres- 
sion. The old society of Tibet, despite its 
material backwardness, was a happy and 
harmonious society. 


How would you sum up the experience of 
Tibetan people during the past 23 years? 
The first 20 years were black; very black 





however, information has been released 
showing just how precarious was the posi- 
tion of the Chinese occupying force in the 
1950s, before the suppression of the 1959 
uprising drove {ће аіаі Lama into exile 
in India. Peking has had to face up to the». 
fact that Lamaist Buddhism and reverence 
for the Dalai-Lama are still so strong in 
Tibet that he could never be brought back 
in simply а spiritual role. 

There was nearly a riot in 1980 when 
some envoys of the Dalai Lama turned up: 
in Lhasa — at Peking's invitation — on 
an inspection tour, They went away un- 
impressed, claiming that poverty and illi- 
teracy were worse than before. A few 
months earlier, Peking had sacked. Ren 
Rong — the military commander апа ге- 
gional party first secretary — under whose 
rule the loca my hit an all-time low, 
Han-Tibeta jons were exacerbated 
and Tibeta r нше and. customs: were 

recalling. the 
' , that is from 
the Chinese military occupation tothe Da- 




















‚ lai Гата depa 
over them again is a fruitless ex- | ne: 


ded. Bul the past three years under the | | 
Deng Xiaoping government have brought 
some agreeable change for Tibet and for 
that reason our relations with the Chinese 
have improved. In the early 1960s, when 
the crisis was developing, I had told the 
world that the crisis in Tibet was not racial 
and that we are neither against the Han 
race nor the Chinese ideology. But now it 
is becoming a racial problem. A barrier is 
rising between the Han and the Tibetan 
people because of the vast gap that is there 
between the two people. There has been 
noticeable racial discrimination. But I am 
optimistic, though solving the problem 
will take time. 


The Chinese point out that irrespective of 
failures, conditions in Tibet show vast im- 
provement when compared to the pre- 
1959 era. With the higher level of 
economic development, why should there 
be a widening gap? 

The Chinese economic planning in 
Tibet has been faulty. They built some fac- 
tories without giving a thought to the 
availability of raw materials with the result 
that low production forced industrial units 
to close. The system of three crops a year 
without adequate inputs has reduced soil 
fertility and production is decreasing. 
There has been success in animal husban- 
dry in the nomadic areas. 

But, irrespective of these drawbacks, 
productivity has increased which is a result 
of the hard labour that the Tibetans have 
been put to. The actual benefits to the 
people, however, have been very few, for 


China, the Tibetan authorities decided in 
July 1950 to expel all Hans from Lhasa, in- 
cluding radio operators and teachers. The 
newly victorious Communist Party of Chi- 
na sent troops in under Gen. Zhang Guo- 
hua who soon “liberated” Chamdo in east- 
ern Tibet and broke the resistance of the 
Tibetan army, which was both badly 
equipped and poorly organised. 

Yielding to Chinese demands, the Tibe- 
tans sent a delegation to Peking to nego- 
tiate peace terms. It was led by Tibetan 
secular leader Ngapo Ngawang Ji е (of- 
ficially spelt Ngapoi Ngawang-Jigmi in 
pinyin). Ngapo is still’ the most senior 
token Tibetan in Chiríd's National Peo- 
ple's Congress (NPC): 


[" May 1951 the negotiators signed а 17- 
point agreement under which the Tibetan 
army was to be absorbed gradually into 
China's People's Liberation Army (PLA) 
and Lhasa was to yield control over its for- 
eign relations to the government in Pe- 
king. 

The Chinese occupation forces quickly 
began organising united-front work with 
officials, aristocrats, tribal chiefs, living 
Buddhas and lamas who were not so-call- 
ed lackeys of imperialisti'ór secret agents 
of the Kuomintang. Atténtion was espe- 
cially concentrated on the Dalai Lama and 
his entourage, despite the fact that from 
the revolutionary point of view “he was 
the principal opponent in our struggle 
against the serf-owning class" — as re- 
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The Dalai Lama: а racial problem. 


everything is strictly controlled. There can 
be no buying and selling without [a] gov- 
ernment licence. 

There is a work-point system governing 
wages and rations, but the rations for 30 
days may last only 20-25 days. Chinese 
troops, wherever they are stationed, do 
productive work, but they also collect 
their rations from the area. Besides, there 
have been high taxes on the produce of the 
collectives, For the first time in 1981, 
Tibet was granted tax exemption. Hence 
people are well fed now. 


Can you compare the level of industriali- 
sation in 1959 and now? 








The Panchen Lama: serving loyally. 


called by the Peking Guangming Daily in 
1977. 

During the 1950s Mao advocated a soft 
line in dealings with the Tibetans. He re- 
garded the build-up of the Tibetan econo- 
my and trade with China proper as prereq- 
uisites for effective political reform. En- 
hanced production was also badly needed 
to supply the PLA in Tibet. At that time, 
the Chinese policy was still to win over the 
Dalai Lama and his ruling group, which 
would be the quickest way to win the ac- 
quiescence of the Tibetan people to Chi- 
nese rule. 


QUU Sas 
Ves. item vashardiyan 
try then except some wool processi - 
benefits since the Chinese wine bes 
mainly roads, factories, health facilities _ 
and education. But roads are used by the 
Chinese. Ordinary Tibetans require per- ' 
mits even for travelling a short distance of — 
seven to eight miles. In the health sector - 
there are modern doctors, but most of 
them of the barefoot variety. All the _ 
same something is there. | 
The basic requirement for good health _ 
is food and even the Chinese doctors tell — 
Tibetan patients they cannot be cured un- 
less they eat better. Nervous disorders and | 
heart ailments have increased and are | 
symptomatic of increased tension. But, — 
since the beginning of the current phase of \ 
T 
"m 





leniency, there has been improvement in 
the situation. ` 

In the field of education, there are more 7 
schools, but, despite official : 
parents are unable to send children 
school because of a shortage of food. 
childrens’ work points are needed by | 
family to earn adequate rations. The per- ї 
secution of educated Tibetans wiped. out - 
the entire class which could teach. 

Children were taught only the Chi 
language until November 1979 wh ا‎ 
the first time teaching of Tibetan was al- 
lowed. Now they are freeing Tibetans 
from jails to teach the language. because — 
there are no teachers. The previous $ys- 
tem was totally destroyed. The situation 


encouraging now because there is MAE 




























ly more emphasis upon Tibetan lan 
and culture. 


Mao is quoted as having said: “So lo 
as we cannot solve the two problems of — 
production and trade, we should wd 
existing material base, the bad elements _ 
would each day use their capital to incite _ 
the backward masses and Tibetan : 
to oppose us, and our policy of = 4 
with the majority and isolating the handful — 
would become flabby and weak andi incap- — 
able of being realised.” 

The 17-point agreement envisaged the - 
setting up of a military government com- 
mittee to supervise the absorption of Tibe- _ 
tan troops into the PLA. But the Dalai La- 
ma’s group, according to the Chinese ver- 
sion, Stalled and resisted. Mao a 
warned against precipitate action, say 

“For the time being, we must | keep и 
as they аге and play for time." 

He ordered the dropping of the planto- i 
create a military government in cooper- _ 
ation with the Dalai Lama. He took the - 
philosophical view that if the Tibetan au- — 
thorities resisted reforms, the common  - 
people would see through them and be 
alienated by them. “We should wait,” he _ 
said, “for the right time to discuss the 
question of implementing the agreement _ 
in its entirety.” 

Mao’s revolutionary optimism about 
Tibet recalls his later world view: “There _ 
is great disorder under heaven, the situa- — 
tion is excellent.” On April 22, 1956, the 
Tibet Autonomous Region preparator 
committee was set up to organise new 
itical institutions. This body, however, 


. made little headway, before armed rebel- 

lion broke out in 1959, resulting in the Da- 
lai Lama's dramatic flight. 
* The crushing of the rebellion marked 
the beginning of Chinese physical control 
of Tibet and a determined drive to break 
up the lamaseries and monasteries, put 
monks and nuns out to useful work, ex- 
pose the iniquities of the old regime and 
modernise the economy. 

The Chinese military government un- 
der Zhang turned its attention to the Pan- 
chen Lama, then only 22. As the reputed 
reincarnation of the 17th century Panchen 
Rimpoche, a much revered figure, he 
commanded great prestige among the 
Tibetan people, including those living in 
Qinghai and other Chinese provinces. 
Zhang and the Panchen Lama, however, 
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| Death of a culture 


was invited by the Institute of Inter- 

national Relations in Taipei to attend 
the 11th Sino-American Conference on 
Mainland China in Taipei in June. At that 
conference I delivered a paper in which I 
said: 

61 want to present my view of the Tibe- 
tan dilemma. Tibet has been controlled 
fór more than 30 years by the Chinese 
communist government. During this time 
the unique culture of the Tibetan people 
has tragically disintegrated. This decline 
covered all aspects of their lives — social, 
economic, political, and educational. 
However, this extreme policy, which de- 
stroyed the fibre of Tibetan lite and bru- 
talised its people, has undergone well- 
publicised changes in the last few years. 

Religion was completely repressed. 
Now a very small number of monasteries 
have been permitted to re-open and have 
commenced a limited number of activi- 
lies. In a change from a restrictive and 
controlled economic policy, some Tibe- 
tans can now participate in more lenient 
and private economic dealings. Travel re- 
strictions have been somewhat relaxed. I 
am sure Tibetans welcome these changes. 
I witnessed some of these changes myself 
when I travelled in Tibet in 1980, 

Nevertheless, neither the theoretical 
basis nor the practical reality of commu- 
nist rule over Tibet has changed; The Chi- 
nese Government allows no consideration 
for independent self-rule for Tibet nor 
does it guarantee, in any way, the full 
rights of the people. In this respect, we 
may say that Chinese policy in Tibet, des- 
pite the recent changes, is basically the 
same as it has been for the past 30 years. 
Furthermore, the livelihood of the people 
has continued to decline. ? 

Young Tibetans are growing up illiter- 
ate; there is a serious food shortage, so 
that many people are living on the edge of 
starvation; the roads and airfields that 
have been constructed are largely restrict- 
ed to military uses; and, finally, thousands 


did not hit it off together and, in 1964, the 
Panchen Lama was publicly denounced in 
Peking. Nonetheless, he was given a seat 
in the NPC and the Chinese People's 
Political Consultative Committee 
(CPPCC). 

He seems to have been brought to Pe- 
king around 1965, and disappeared from 
sight until he was again named as a vice- 
chairman of the CPPCC fifth national 
committee in 1979. He is believed to have 
been imprisoned for several years during 
the Cultural Revolution, which probably 
saved him from a worse fate at the hands 
of the Red Guards. Since then the Pan- 
chen Lama has served loyally in his posi- 
tion as China's friend, and the visit to 
Tibet may have been a treat organised to 
reward him. It also, however, indicates 





Thubten Jigme Norbu is the elder broth- 
er ofthe Dalai Lama and former abbot of 
Kumbum Monastery in Tibet. He is a 
Roem at Indiana University in the 

nited States. He visited Tibet in 1980 at 
invitation of the Chinese authori- 
ties. 





of ancient temples, monasteries, colleges 
and historical monuments, with their 
priceless art objects, libraries and cultural 
value, have been mercilessly destroyed. 
The few minor changés We have now 
observed, however, are not evidence of 
any alteration of the fundamental policy 
which denies full cultural rights and politi- 
cal self-rule for Tibetans. Therefore, the 
basic demand of Tibetans was and remains 


for a policy which grants fill human rights | 


to them and which guarantees them the 
right to determine their own political fu- 
ture, including the right to establish their 


Norbu (with glasses) in Tibet: a witness of change. 








that the Chinese party might like to have 
him take over the spiritual leadership of 
the Buddhist establishment in Tibet, thus 
cutting out the Dalai Lama while making a 
serious concession to Tibetan religious 
sentiment. 

A Chinese girl of this correspondent's 
acquaintance once spotted the Panchen 
Lama in a Peking restaurant. She went up 
to him and asked if she might touch him 
for luck. He smiled and said: “You don't 
believe all that stuff, do you?" This would 
seem to suggest that the Panchen Lama, 
now aged 44, has dropped his claim to be 
the ninth reincarnation of the revered tu- 
tor of the 5th Dalai Lama in the 17th cen- 
tury. 

Nonetheless, if he returns to Tibet as 
head of the majority of Buddhists there, 








own state ánd whatever form of govern- 
ment they choose. 

It is time to charige basic theories per- 
taining to the Tibetan question. It is time 
to eradicate the bias of Chinese superiori- 
ty and Tibetan inferiority, This is foremost 
and primary. It is the essential prerequi- 
site for a policy which promotes full rights 
for Tibetans and permits them to govern 
their own destinies. Such freedom will 
greatly diminish the mutual distrust and 
fear between Tibetans and Chinese and 
create a more neighbourly atmosphere be- 
tween these two great peoples. 

In addition, concrete and specific ef- 
forts are essential to implement a policy 
which recognises the inalienable rights of 
the Tibetan people and which immediate- 
ly begins to re-establish the rich cultural 
heritage of Tibet and to restore dignity to 
the Tibetan people. This indicates another 
fundamental change in the Chinese posi- 
tion on the Tibetan question, namely the 
open recognition that Tibetans are not 
Chinese: they speak a language unrelated 
to Chinese: their physical appearance is 
unlike that of thé Chinese; and their long 
history and culture are uniquely their own. 

It is the Tibetan view that the labelling 
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he will certainly be regarded by them as a 
reincarnation whose spiritual authority in 
some ways exceeds that of the Dalai La- 
ma. 

The Panchen Lama (officially called 
Baingen Erdini Qoigqi Gyaincain) is also 
honorary chairman of the Chinese Bud- 
dhist Association. Whatever Peking de- 
cides to do with him, it will have little ef- 
fect on Tibet's severe economic problems. 
The region is almost entirely dependent 
on aid from China proper for anything ex- 
cept the traditional herding and farming 
lifestyles. Even for people thus engaged, 
there are shortages of churns, kettles and 
other items of camp-fire hardware, be- 
cause native craftsmen have become few- 
er. 
Nearly all investment capital comes 





of Tibetans as Chinese occurred histori- 
cally after the collapse of the Manzhu em- 
pire. As far as Tibetans are concerned, 
during the period of the Qing dynasty we, 
like the Chinese, were incorporated into a 
Manzhu empire — not a Chinese empire. 
We were ruled directly by Manzhus — not 
by Chinese. Our political organisation un- 
der the Dalai Lama had nothing to do with 
that which prevailed in the Chinese part of 
the Manzhu empire. 

This fact was clearly perceived by all 
Tibetans, and when the Manzhu empire 
was overthrown by the Chinese revolu- 
tion, our relationship with the Chinese, 
except as equal sovereign peoples, also 
ended. At that time in China, however, 
the theory arose that China consisted of 
five nationalities. This theory became 
state dogma and later under the commu- 
nists served as the basic foundation for the 
Chinese conquest of Tibet in 1951. It 
served as the rationale for the subjection 
of Tibet to the Chinese state. The fallacy 
of this position must now be recognised. 


eoe with their uniqueness of lan- 
guage, culture, and history, urge a po- 
licy of equality and neighbourliness, a po- 
licy which guarantees full rights for Tibe- 
tans, a policy which permits full control by 
them over the political processes of their 
government. We Tibetans are by rights not 
subjects of the Chinese but are equal to 
the Chinese. Let us not live as ruler and 
ruled — the superior and inferior — but 
live as co-equal friends and build upon 
that friendship. 

We Tibetans hope that the government 
of China will realise that the only real basis 
for cooperation and friendship between 
Tibetans and Chinese must be that of mut- 
ual respect for the right of full self-deter- 
mination, and that it is from this founda- 
tion that we can begin to right the wrongs 
of the past and build truly friendly, equal 
and neighbourly relations.* * 

As may be seen from this, my views on 
this subject are different from those es- 
poused by the Kuomintang (KMT) — in 
fact, the KMT holds the same view of the 
Tibetan situation as do the Chinese com- 
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from China. In exchange Tibet can offer 
only hand-woven rugs of no great distinc- 
tion, some fleeces and hides, and modest 
amounts of ores and minerals. Harvests, 


however, have been good for the past two ` 


years, since the authorities virtually dis- 
banded the commune system and stopped 
insisting that the farmers grow wheat in- 
stead of their beloved hill barley. 

The new regional party first secretary, 
Yin Fatang, is certainly a welcome change 
from Ren. Yin, a sprightly man, served 
under Zhang in the 1950s, and knows the 
country well. He used to be on first-name 
terms with both the Dalai Lama and the 
Panchen Lama, and refers to Ngapo as 
Ngoopy. Under Yin's administration, the 
economy has become livelier — too lively, 
in fact, for the financial authorities, who 
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which has accompanied liberalisation of 
the economy. 

The third Tibet regional people's con- 
gress standing committee, meeting for the 
13th time in May, laid down regulations to 
curb speculation and control free markets. 
Since 1980 the regional party and govern-, 
ment committees have reportedly spent a 
total of nearly Rmb 558 million (US$289.6 
million) to aid stock-breeding and raise 
living standards. Agricultural and animal- 
husbandry taxes have been waived. Diesel 


fuel, chemical fertilisers апа pesticides are _ 


subsidised. The state has taken over re- 
sponsibility for subsidising communally 
run schools. The regional government's fi- 
nances were subsidised by Rmb 1.49 bil- 
lion between 1979 and 1981. a 
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has ou in Tibet. The death and de- 
struction that has occurred there since 
1950, and especially since 1959, staggered 
me when I returned to Tibet in 1980 at the 
invitation of the People's Republic of Chi- 
na. 

My paper was met with polite silence by 
the Chinese participants. Afterwards, the 
KMT authorities hastily arranged for me 
to speak with the top-ranking people in 
various branches of the government of 
Taiwan. At that time, they tried to dis- 
suade me of my views. However, I con- 
tinued to emphasise the position that 
Tibetans are not Chinese. They said: 
*You speak like a foreigner." I replied, 


ay “Exactly; I'm Tibetan, not Chinese.” 


I further criticised a number of KMT ac- 
tivities and policies which I wholeheart- 
edly believe are detrimental to the Tibe- 
tan people. For example, I suggested that 


| E it is useless to maintain that Tibet is a part 


of China and that all Tibetans await the re- 


` turn of the KMT to liberate them. Also, it 


is repugnant to the vast majority of Tibe- 


_ tans to have KMT agents bribing a handful 
. of naive Tibetans to pose for propaganda 
. pictures which support KMT policies. 


It is despicable to attempt to establish 
rival Tibetan governments by taking Tibe- 


` tans who are lone refugees from Tibet and 


ing them as "representatives" of Tibet 
in Taiwan. All these activities are diamet- 


- rically opposed to the policies of the Tibe- 


tan government under the Dalai Lama. 
My criticism brought no response other 


| than arguments to the effect that when the 


KMT returned to the mainland, it would 
grant self-determination to Tibet. I told 


| them that I do not think that Tibetans be- 
— lieve there is any difference between the 


KMT and the communists as far as their 


_ Tibetan policy is concerned. 


Thereupon, I received a lecture on The 


- Three Principles of the People (a volume 


based on a series of lectures by Sun Yat- 
sen, founder of the Chinese republic, who 
died in 1925) and the nationality theories 
of Sun. I said: “Yes, Mr Sun did offer ‘self- 
determination' to China's minorities. But 
the Tibetans have always ruled: them- 
selves, and they don't understand why 
their rights must be ‘granted’ by someone 
else." I added that I had no interest in pol- 
itical programmes dating from the begin- 
ning of the century. The Three Principles 
of the People was unknown in Tibet then, 
and is now, in 1982, useless and irrelevant 
to the situation. 

I again stressed that the covert disrup- 
tive and divisive KMT activities against 
the Tibetan community should cease. All 
approaches to the Tibetan people and gov- 
ernment should be open and proper. If 
the KMT government truly supports the 
Tibetan people, let them openly support 
the Dalai Lama and the Tibetan commun- 
ity in India and Nepal and stop undermin- 
ing their efforts. I sincerely hope the dia- 
logue contributed to a broader under- 
standing of the Tibetan perspective on the 
current situation. It is greatly hoped that 
the KMT government will reconsider its 
policies and activites. fr] 


Bey charm, wit and wisdom 
swept back into the region last week. 
After an absence of 10 years, Baroness 
Philippine de Rotbschild — unbelieva- 
bly unchanged — came back to Hong- 
kong, with a stopover in Japan, and I had 
the undeserved honour of again sitting 
beside her at lunch and recalling old 
memories — and old friends, many of 
whom, alas, are now drinking in the 
great wine bar in the sky. Her memory 
and her lively 20-minute speech (without 
a note in her hand) proved once more 
that if you stick to the grape you can't 
lose. (I am cutting back now on my 
former normal intake of Russian water.) 

The happy fact is that more people — 
especially in the East — are now drink- 
ing foreign-devil wine. The Chinese, of 
course, are collaborating with a French 
company in production of their local 
grape beverage — though I find it a little 
too sweet. The baroness described Asia 


S c... 
Baroness de Rothschild: cunning marketing. 


as still “the future market" for plonk — 
the term we Aussies (now the No. 2 wine 
suppliers to Asia) usé to describe sherry, 
claret, riesling, burgundy, port and the 
like. Singapore has the largest annual 
per capita — or bladder — consumption 
of wine among Asian countries: one 
litre. Hongkong is second with half a 
litre, rising slowly but steadily. 

"The history ahd the technology 
which the French have mastered over 
the years are the key factors in keeping 
French wine as the greatest wine in the 
world for a long time," the baroness told 
her packed and eagerly drinking audi- 
ence. "Competition from other coun- 
tries does exist. But the wines are not of 
the same levels." 

French. wines still dominate Hong- 
kong bars and restaurants — more than 
half the orders. The Australians are now 
pushing into second place with 12% and 
the Germans are third with 9%. (I must 
confess that I also like the rival Califor- 
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nian variations on the French theme.) 
Overall, Hongkong's wine-gulping has 
more than doubled since 1973 — up from 
1.8 million bottles to 4 million bottles 
last year. 

With cunning marketing, the baroness 
is also concentrating on artistic presenta- 
tion of the Rothschild bottle labels, 
which have always sought to stress the 
superiority of their content — give or 
take the vintage year. Previous label-de- 
signers have ranged from Philippe Julian 
and Jean Hugo to Chagall and Picasso. 
Now they will include an offering from 
my friend, Japanese artist Domoto, for 
the Chateau Mouton Rothschild 1979. I 
shall be surprised if it features a close-up 
of Mt Fuji. The baroness skilfully 
evaded my implicit query — and anyway 
you couldn't grow good grapes on that 
august but stony, snow-hatted peak. 

Like myself, the baroness, I noted, 
chose red instead of white wine for all 
the lunch courses. But she told me 
that, as a wine-producer, she re- 
ckoned that *red wines were un- 
predictable — you never know 
what they aré going to turn into." 
Happily, the 1981 summer harvest 
of Rothschild wine escaped near 
destruction from a “prohibition- 
ist” rain deluge. The normal 
grape-gathering staff of 300 re- 
doubled itself, immediately and 
voluntarily, and rescued the har- 
vest. 

I was able to give the baroness a 
report from my old London paper, 
The Sunday Times, showing that 
annual wine consumption in Bri- 
tain has more than trebled over 
the past decade — from 963,000 
litres to an ‘estimated 3 million 
litres. But there is some concern 
over the individual quantity of 
plonk which the Pommy drinker gets 
when he makes a normal order in a London 
pub. In fact, theré is now a controversial 
move to introduce à “regulated glass" — 
i.e., a lined glasstó show the volume of 
wine poured — at all British bars. 

*How else can'a consumer tell that he 
is getting value for money?" demanded 
Sir Guy Fisori chairman of the Wine 
Development Board. But John Davy, 
who operates 18 swine bars in Britain, 
strongly objects’ “Totally deplorable! 
Wine is now a/big thing. It should be 
served liberally and freely, not by people 
down on their’kKnees, measuring the 
glass." Anyway'the proposed regulated 
"Angloglass" 'of.125 ccs is higher than 
the standard: that many Pommy bars 
have adopted. » 

(Perhaps Hongkong wine-drinkers 
had better examine more closely the 
quantity of plonk they get. But it's al- 
ways better to order it by the bottle or 
the decanter than the humble glass.) 








Strong tractor 


Fiat — one of the world's leading in- 
dustrial firms. 

Founded in Italy in 1899, its products 
are the fruit of research and practical 
experience, and are now marketed in 
more than 150 countries. 

The Fiat Group is divided into 10 oper- 
ating sectors. 
One of which 
comprises Fiat 
Trattori. 

Fiat Trattori – 
at the service 
of agriculture. 
The company 
comprising: 
Fiat Trattori. 
One of the world's leading manufac- 
turers of agricultural tractors. About 
1095 of all tractors constructed in the 
Western world are made by Fiat. 

Fiat Trattori leads the world in the 
manufacture of four-wheel drive 
tractors and of agricultural crawlers. 
Its range consists of over 60 models 
from 30 up to 350 HP. 

Over 70% of its output is exported to 
more than 90 countries. 

The company is top of the European 
sales league. 

The reliability of Fiat's tractors is de- 
monstrated by 


their presence on 
every continent. y 
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strong 
farmer 


Laverda. One of Europe's biggest 
makers of harvesters. The leading. 
manufacturer of rice harvesters 
Present in over 40 countries. 

Its harvest- 
er range 
extends 
from 70 up 
to 240 HP. 
These ma- 
chines can 
be suitably 
converted 
for the 
harvesting z 

of wheat, or maize, rice, minor cer- 
eals, legumes. 

The range also in- 
cludes self-levelling 
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harvesters for use in hilly country. 
Hesston. A pacesetting company in 
the field of fodder harvesters. It is 
mainly engaged in the design and 
manufacture of agricultural imple- 
ments, such as mower-conditioners, 
haymakers, fodder harvesters, win- 
drowers, ro- 
tary 
mowers, 
balers, beet I 
harvesters, m 
cotton 
harvesters, 
liquid man- 
ure spread- 
ers, cultiva- 
tors, back- ФЕРИ 

hoes, tillers, and snow-plowers. 


Fiat Trattori is also engaged in the 
preparation and implementation of 
agricultural development schemes 
with various government offices in 
different countries 





FiatTrattori 
Farm Equipment for the world 


Tractors, Combines, 
Harvesting equipment. 


For further information contact your local 
Fiat Trattori dealer, or write to: 

Fiat Trattori S.p.A. Direzione Commerciale, 
Corso Marconi 20, 10125 Torino, Italy. 
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The airline with the most modern fleet in the world, still believes in the romance of travel. 





































For instance, manufacturers 
need it on the shop floor. 


With the pass of the hand, shop floor personnel turn clerical 
transaction time into productive labour. Traditionally paperwork 
chores have been obstacles to real production. But that's no 
longer the case. The NCR optical wand scans coded data so 
up-to-the-minute job and inventory information is instantly 
available to the need-to-know people. 


NCR automated transaction processing makes it possible. 
When a shop document is scanned the data is electron- 
ically transmitted to the main processor where it becomes 
vital information. NCR source data equipment handles 
the digital details so shop floor personnel don't have 

to become computer experts. 


That means better service for customers. Less paper- 
work and fewer errors for manufacturers. It adds up to 
increased productivity. And everybody benefits. 


Today electronic transaction processing systems 
are making the job easier for the people who 
enter data for the people who need to know 

now. It's not only happening worldwide in 

the manufacturing area but also in other 

areas of business. And behind these systems are 16,000 
trained field engineers to ensure trouble-free operation. 


For first-hand information 
about NCR automated 
transaction processing. 

. call your local NCR 


NCR puts 
computer power 
where you need it. 













Your business will benefit 
with NCR Computer Power 
in your hands, too. 
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HISTORY 


THIS reviewer's first taste of Tibet was a 
1957 meeting in Saigon (now Ho Chi Minh 
City) with Robert Ford, an Englishman 
who was employed in 1950 by the Tibetans 
as a radio operator in the remote town of 
Chamdo when he was captured by the in- 
vading Chinese and imprisoned. He spent 
the next four years undergoing intensive 
interrogation and "thought education," 
keeping sane in solitary confinement by 
learning Chinese. He showed me one of 
the few possessions he was allowed to 
keep when released: a well-worn box of 
thousands of cardboard squares on which 
he had laboriously written Chinese 
characters. His Tibetan experience — al- 
beit at the hands of Han colonialists — had 
been harsh, but hardly exceptional. Most 
of the foreigners who had attempted to 
penetrate its mysteries had paid dearly for 
the attempt. 

The lure of Tibet for Europeans had 
persisted from the earliest days when 
rumours of a mountainous Shangri-La 
ruled by a god-king (the legendary Christ- 
ian monarch Prester John?) reached the 
West. Peter Hopkirk, chief reporter of 
The Times of London, is engaged on a 
series of books designed to bring the cruel, 
lost horizons of central Asia home to the 
popular reader. They have, in modern 
times, been crossed by few but the most 
hardy travellers, most of them fellow 
travellers like Han Suyin and Jan Myrdal, 
who later wrote accounts designed not to 
describe the inaccessible but to excuse the 
indefensible. 

This book is a follow-up to Hopkirk's 
excellent Foreign Devils on the Silk Road, 
which chronicled theexploits of academic 
pirates and swashbuckling scholars who 
explored and looted the Buddhist trea- 
sures buried along the sites of the once- 
thriving thoroughfare which linked 
Cathay with India and the Middle East. 
This book chronicles the various attempts 
by outsiders to reach the forbidden city of 
Lhasa and to glimpse the “golden domes 
shining in the sun like tongues of fire" of 
the Potala (though, to be pedantic, the 
top-most roofs are pointed, not round). 

The first — and most:successful — indi- 
viduals to penetrate into the Tibetan hin- 
terland were, in fact, spies — immensely 
courageous Indian Muslims and hillmen 
recruited, like Rudyard Kipling's Kim, to 
play the “Great Game,” charting Tibet for 
the intelligence bosses of the British Raj. 
By the 1860s the British had become 
deeply suspicious of Russian intentions 
and determined to fill in the large blank 
aréas on the maps at the time which desig- 
nated Tibet. Their fears were exagger- 
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The long road to Lhasa 


Trespassers on the Roof of the World 
by Peter Hopkirk. John Murray. £9.75 
(US$17). 


ated, though by the turn of the century the 
Tsarist Empire was gobbling up central 
Asia at the rate of about 55 sq. miles a day. 

The Indian spies, trained in surveying, 
chanted the mantra Om! Mane Padme 
Hum!, while pacing off the miles, using 
rosary beads as pocket calculators (later 
prayer wheels and luggage were used to 
conceal more sophisticated instruments). 
These brave agents, honoured by the title 
of pundits, mapped huge areas (one, 
Kishen Singh, pinpointed Lhasa to within 
a mile of its exact location). Not only the 
Tibetans but the Chinese, who claimed de 
jure but exercised no de facto control over 
Tibet, were anxious to keep the foreigners 
out. The bulk of the book concerns the 
frustrated attempts by people from nine 
different nations to get to Lhasa for the 
usual hodge-podge of reasons — adven- 
turism, the desire to, be first, mis- 





sionary zeal and the lure of the unknown 
(some were merely intent on identifying 
the sources of India's sacred rivers). 

They endured tncredible hardships — at 
the hands of, suspicious villagers and 
ubiquitous bandits and from an unyielding 
climate and cruel terrain where yaks froze 
to death and water refused to boil. Most 
were deflected by terrified officials. One 
such who gave.assistance to an intruder 
was flogged and then flung, still living, 
into the Tsangpo River while his servants 
had their hands and feet cut off and their 
eyes gouged out before being left to die in 
agony. 

Cruelty was the norm of this otherwise 
gentle and hospitable Buddhist people. 
Minor crimes were punished by a flogging 
of 300-700 lashes; adultery earned the am- 
putation of ears and nose-slitting while 
those tortured to confess crimes had 
“stone bonnets” piled on their heads until 
their eyeballs were forced out of the soc- 
kets. 

Asians scored the only individual suc- 
cesses in reaching Lhasa — the brave pun- 


dits and, in 1901, a Japanese, Ekai ~ 
Kawaguchi, benefiting from the greater 
ease with which he was able to disguise — 
himself than his European competitors. N 
The long list of European failures ended 
only a couple of years later when the А 
viceroy in New Delhi, Lord Curzon, con- 
vinced of Sino-Russian collusion over  . 
Tibet, dispatched an expedition to Lhasa — 
under Major Francis Younghusband. 
After a ruthless but brilliant operation, — . 
the force finally entered the Holy City, 
Younghusband exacted a treaty from the | 
Tibetans which the cabinet back in Lon-  . 
don promptly emasculated, causing Falk- — 
lands-like doubts about the value of the | 
operation. \ 
Ironically, of all the intruders, it was | 
the soldier Younghusband who was over- 
taken by a religious experience on the eve — 
of his departure from Lhasa ashe rode out ~ 
one night to take a last look at the city: ~ 
"The exhilaration. . . grew . . . Never | 
again could I think evil, or ever be at en- 
mity with any man. All nature and all hu- _ 
manity were bathed in a rosy, glowing ra- 
diancy." Later he was 
to found an organisa- 
tion which still aims 
to unite Christians, | 
Buddhists, Muslims, 
Jews and Hindus. \ 
There are minor 
cavils about the book: 
The attractive maps 
fail to locate many of 
the places mentioned - 
in the text, including 
the town named after ~ 
one of the earliest in- 
truders, à heroic Rus- 
sian, Col Nikolai 
Prejevalsky, and 
Hopkirk should have _ 






























AL 29. á " i 
Missionary Susie Rijnhart in Tibetan dress: Caucasian prevented Han Suyin 
being indexed under 
the name Suyin. And many questions re- _ 
main unanswered: how were the Cauca- - 
sian gatecrashers able to pass themselves _ 
off as Asians (one, a Swede, disguised - 


himself as a DAE INN And how 
many of them spoke Tibetan? 

If the author had fleshed out the earlier 
adventures with such desirable details and ^ 
ended:the book with the story of the _ 
Younghusband expedition, culminating in _ 
the mystical conversion on a Lhasa moun- - 
tainside, the book would have had a more - 
satisfying structure. As it is, it tails off 
badly with irrelevancies — a summary of — 
the various mountaineering assaults On - 
Everest, the wartime accidental arrival by — 
parachute of the crew of a United States” 
aircraft which ran out of fuel flying over - 
"The Hump" and a very final 18-page 
chapter. giving а thin account of the ~ 
Chinese occupation, the flight of the Dalai 
Lama and the inhuman ravages of the Red _ 
Guards. 4 

But Hopkirk meets his main challenge, - 
which is to grip.the reader while recount- 
ing the story of a series of failures. — D.D. - 
39 
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The World Bank tells the Philippines to spend wisely or face trouble 


By Guy Sacerdoti 


Manila: The World Bank has told the 
Philippines it must make significant 
changes both to earn greater public re- 
venues and to spend cash more equitably 
and efficiently. If this is not done — and 
soon, the bank says — Manila could face 
the prospect of a drying-up of foreign pri- 
'vately sourced capital over the next few 


- years. That would create an intolerable 


balance-of-payments problem, forcing the 


- government to cut imports and causing à 


"disruption of the growth process." 

In essence. that is the warning con- 
in a confidential World Bank 
economic report entitled The Philippines 
— Selected Issues in the 1983-87 Plan 
Period. The report, the bank's first sub- 
Stantive analysis of the economy since 
1979, also stresses that rapid population 
growth and the imminent explosive ex- 
pansion of the labour force are the two 
most serious human constraints shackling 
future economic development. With the 
highest fertility rate and the fastest-grow- 
ing labour force in East and Southeast 
Asia, the government must intensify ef- 
forts to reduce the birth rate and create 
more jobs if the new revenues and 
rationalised investment are to mean any- 
thing. 

As a medium-term prognosis, that is 
sobering stuff. And it is compounded by 
the short-term reality that the government 
will have to do all this with more of its own 
already thinly stretched capital. Here, the 
bank joins its sister institution, the Inter- 
national Monetary Fund (IMF), in urging 
Manila's technocrats to slow down the 
government's investment programme to 
ensure that current-account (and balance- 
of-payments) deficits do not get out of 
hand (REVIEW, Apr. 30). While the bank 
expects the country's seriously under- 
mined terms of trade to begin, recovery 


DEBT AND SERVICING 


Medium- and long-term 
debt outstanding 
and disbursed 
Of which: 
Official source 
Private source 
Medium- and long-term 
debt service 
Amortisation 
Interest 
Exports of goods 
and services 
Debt-service ratio (%) 


Note: If керуе to IMF were included, the debt-service ratio 
would be about two percentage points higher. 


* Estimate t Projection 





Source: World Bank 





Geothermal power: cutting oil dependency. 


soon, continued high interest rates have 
kept world economic recovery uncertain. 
Until that stabilises, the Philippines must 
accept that it has reached its effective 
upper limit on foreign debt and must 
straighten out the top half of its balance of 
payments. 

The report, which was prepared for the 
June 29-30 Tokyo meeting of the Consul- 
tative Group for the Philippines (a donor 
organisation of 12 nations and five deve- 
lopment agencies), estimates that even 
with a recovery of the terms of trade and a 
return to an 8% annual increase in overall 
export volume, the ratio;of debt repay- 
ments to export values (the debt-service 
ratio) will climb this, year from 19% to 
23%, before slowly dropping to 21% іп 
1985. f 

Most analysts use 2075 as the bench- 
mark for "prudent" borrowing (Philippine 
law, in fact, limits the debt«service ratio to 
20% , but calculated on a different basis). 
The World Bank projec- 
tions, however, are under- 
estimated as they exclude 

repayments due to the 
IMF. If included, the ratio 
would be about two per- 
centage points higher. 
According to the re- 
port, medium- and long- 
term. borrowing, despite 
the current constraints, is 
to rise from US$2.3 billion 
this year to US$3.2 billion 
in 1985, while the propor- 
'tion of new borrowings 
nceded to cover debt re- 
payments will increase 
from 35% at present to 


The no-credit risk 





47% during the same period. The most 
positive thing the report has to say is that 
Manila's technocrats are not only fully 
cognizant of these problems, but are ac- 
tively trying to right the listing economy. 
Although it criticises the 1983-87 develop- 
ment plan.as "largely strategic rather than 
quantitive in nature," it calls the pro- 
gramme “broadly appropriate." 


hilippine economic problems are rela- 

tively well known. Since 1979, the 
terms of trade have fallen some 29% as 
oil-price increases boosted the cost of im- 
ported fuel and prices of coconuts and cop- 
per, the country's dominant exports, plum- 
meted. As a result, Filipinos had less to 
spend and demand for domestic products 
dropped. As pressure increased on indus- 
trialists who financed long-term expan- 
sion with short-term capital, the Dewey 
Dee scandal broke in January 1981 
(Review, Jan. 30, "81). straining the fi- 
nancial and industrial sector further. Real 
growth in gross national product reacted 
accordingly, falling from 6.8% in 1978 to 
3.8% last year.) 

The economic. weaknesses which 
caused these problems — reliance on 
petroleum for energy; dependence on pri- 
mary exports; lack of long-term finance, 
and inefficient industry — are tackled by 
the new development plan along with the 
problem of urban-rural inequalities in 
both infrastrueture and agricultural deve- 
lopment. Most of these policies have in 
fact long been in train and have begun to 
be implemented. The use of geothermal 
and coalfired power plants, coupled 
with a nuclear power project, should cut 
oil dependency from 87% of energy con- 
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sumption to a possible 45% in 1987, ac- 
cording to Prime Minister Cesar Virata. 

While the drive against primary-export 
dependency should be aided by such joint- 
venture projects as a copper smelter 
(under construction) and coco-chemical 
plant (financing just concluded) — under 
the targeted 11 major industrial projects 
— the freeing of medium- and long-term 
interest rates last July and the impetus 
given to universal banks should eventually 
free more funds for longer-term lending. 
The government's structural adjustment 
pem supported by the World 

ank, is under way in the cement indus- 
try. is soon to start in textiles and is plan- 
ned for the food-processing, electronics 
and mechanical engineering industries. 

The World Bank applauds all these ef- 
forts, including continuing trade reform 
and plans for rural infrastructure projects. 
The problem. naturally, is how the gov- 
ernment is going to pay for all this and 
whether the economy will be able to tread 
water until some of these policies begin to 
produce real benefits. 

Plan targets include 6.5% annual 
growth in GNP from 1983-87, with ag- 
riculture growing 5%, industry 7.4% and 
services 6.3%. But as the bank say: “It is 
difficult to be highly confident of quantita- 
tive projections of the Philippine econ- 
omy.” Its two reasons are the uncertain 
world economy and the time required for 
structural adjustment to take hold. Limi- 
tations on foreign borrowing, the low level 
of governnient revenues and the need to 
cut back on investmerit to narrow growing 
budget deficits will constrain the ability to 
reach the plan's targets. 

"It will be necessary to pursue policies 
which will improve the efficiency of in- 
vestment and allocate an affordable 
amount of investment to the most pro- 
ductive uses,” the bank says. While the 
plan’s aims are laudable, there simply may 
not be enough funds Чо spread around all 
of them. “In the case of public invest- 
ment," the report says; "difficult choices 
will have to be made among competing 
priorities." 


Irrigation project: new schemes may be delayed. 
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The bank offers 
some examples of in- 
vestments that may 
have to fall by "the 
wayside. New irriga- 
tion projects may have 
less effect than concen- 
trating on boosting 
yields for currently irri- 
gated lands. The con- 
troversial 11 major in- 
dustrial projects should 
be studied "not merely 
to determine that they 
are export-earning or 
import-saving, but to 
ensure. that they are 
more cost-effective 
means of strengthening 
the balance of pay- 
ments than alternative investments in the 
economy.” 

Unless infrastructure projects begin to 
generate funds internally (including those 
operated by the state-owned National 
Power Corp.), transport, water supply 
and even some of the energy-related pro- 
jects will be difficult to justify, the bank 
says. The Ministry of Human Settlements’ 
housing programme known as BLISS is 
implicitly criticised for consuming hun- 
dreds of millions of pesos in outlays for 
housing throughout the country, to wind 
up with, on the whole, “homes which 
serve middle- to upper-income families in 
Metro-Manila at highly subsidised prices.” 


Current Account 
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Imports 
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Д" to the World Bank. part of the 
problem has been inefficient public in- 
vestment, highlighted by a gradual reduc- 
tion in mainténance and other current ex- 
penditures їй favour of too much new 
fixed capital investment. Bank figures 
show that while consolidated public ex- 
penditures asti proportion of GNP varied 
from 17.5% iti 1978 up to 19.2% last year, 
and back down to- 17.2% estimated for 
1982, current expenditures have steadily 
declined from 11.995 to 9% this year, 
while public fixed investment rose from 


5.5% to the present 7.6%. Current expen- 





‚ Merchandise trade (net) 


Direct investment (net) 
Total medium- and 
long-term loans (net) 


Current-account deficit 


t Projection 
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(195)] (1. 
8.84 | 10.43 
10.79 | 12.33 
(6.65) | ( .70) 
3.99 | 4.50 
464 | 5.29 
165 | .70 
(1:95) | (1.90) 
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ditures among middle-income oil import- ' 
ers average 14%. While the bank admits 
sóme of the reduction was brought about 
by government economies, it emphasises 
that this *has also resulted in inadequate 
maintenance of roads and irrigation sys- 
tems; insufficient operating supplies in the 
health and education sectors, and civil ser- 
vice compensation levels which generate 
problems in retaining sufficient numbers 
of capable professional managerial staff." 
The bank would like to see current expen- 
ditures increase to 11.5% of GNP by 1985. 

But for the Philippines to be able to do 
this, it has to boost domestic revenues. 
"Because of the relatively low level of 
public resource mobilisation," the report 
stresses, "government current expendi- 
tures are too low, project implementation 
has been deteriorating and the public sec- 
tor deficit . . . became quite high in 1981 
at more than 5?5 of GNP." Taxes are the 
obvious source of funds, and while de- 
velóping countries similar to the Philip- 
pines average tax revenues at about 1476 
of GNP. Manila averaged less than 12% 
over the past three years. In one of its 
morê blunt statements, the bank says “а 
substantial improvement in the Philip- 
pines’ tax performance will be needed if 
there is to be a reasonable chance of 
achieving the objectives of the 1983-87 
development plan." While tax reforms 
(desighed primarily to increase efficiency 
and reduce - protectionist- tendencies) 
sed de P1.9 billion (US$223.8 mil- 
lion) - w revenues during 1981, to 
reach self-imposed targets, the bank esti- 
mates the government must allow taxes to 
absorb nearly a third of national income 
growth by 1985. 

More important for income generation 
than even taxes, according to the report, is 
the need to get the mass of government 
corporations off the -taxpayers’ back. 
Bank figures show that for the past two 
years, Manila has pumped more than P 18 
billion as equity into 33 government banks 
and corporations. That was nearly 4096 
of their capital investment. Self-financ- 
ing accounted for a mere 4%. Charges for 
power and water are too low, the bank 
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r y poorer ona 5. 
umers of [the corporations] ser- 


duction and efficiency in investment 
greater revenues should bring à re- 
n in the government's budget de- 
hich was up to P 12.1 billion in 1981 
is targeted at P10 billion this year. 
a told the REVIEW that next year's 
deet, due to be presented to the Bata- 
Pambansa (National Assembly) on 
incorporate many of the 
imendations. 
lying premise in constructing 
was to limit the cash deficit to 


P, as opposed to the 4% level | 


EW, Мау 21). While nomi- 

5 billion, the 1982 budget 

ality be considerably smaller. 
enues will be budgeted at P44.3 
arly 15% from the P38.6 bil- 

82. The difference reflects iñi- 
itments to development and 

6 (partly financied by outside 
ctual disbursements оп such 


ax reforms will continue, with | 


ed boost probably coming from 

the near P7 billion in tax 

82, along with an increase in 
lectric power rates are going up on 
ear schedule and water rates are 

; Says Virata, in an attempt 





the total budget (as opposed to 59% this - 


year). Cash expenditures for goods and 
services are expected to decline іп real 
terms by 3%. : 
But while the new budget, rushed 
through to completion before the donor 
consultative meeting, begins to answer 
many of the bank's criticisms, its. real 
growth rate of zero illustrates the built-in 
probléms of the new development plan. 
The Philippine population has been 
growing at 2.65% annually over the past 
five years and the rate is projected to fall 
to 2.2% by 1987. But, the World Bank 
says, family planning will have to be 


boosted and intensified, a controversial.) 


issue in a predominantly Roman Catholic 
country like the Philippines. More potent 
is the issuc.of providing the estimated 
700,000 new jobs annually. The labour | 


force is increasing at 3.7% a year, which, » 


as the report states, “is one of the highest 
rates in the world.” One of the major pro- 


blems the Philippines faces is that, with: 
manufacturing a relatively small absorber | 


of labour, the majority of the new workers 
will have tójoin the already overcrowded 
agriculture and services sector if un- 
employment is to remain manageable. 
Such human factors could continue to 


play havoc with even the best macro- . 


economic A | 


in the dn Pacific trade w war 


witches t to atten ote to bo 


ashington: Now that Tokyo has sod 
programme of import liberalisation, 
erican а аге taking aim at 


fic. This time it is the yen. American 
Is concede that Japan's efforts to 
n its markets are useful in preserving 
appearance of fair trading practices. 
they claim that the impact on the mas- 
ade imbalances between the United 
ates and Japan is likely to be minimal, 
rticularly in the short run of American 
tics where protectionist pressures are 
ing briskly onto the offensive: 
any analysts both within г 
al-align- 
t of the dollar-yen exchange rate as 
root of bilateral trade problems. Over 


w in late 1978 to its high of f April 1982 
the US dollar rose by 3 40% agant the 
. At the same tim 


the Japanese currency 


together, add up to à 
price competitiveness 6 
ers in the world mar 


trade balance with Japan swung into a re- 
cord deficit of US$16 billion in 1981 and is 
predicted to soar to double that level in 
1982-83. 


the US and Japan; analysts now argue, 
which cannot be selv а yen valued at 
180-200 to o 6 dollar. ^ would amount 


However, sharp't igreement and even 
confusion abounds. on. how. to` bring 
about such a realignment, The official 
monetarist doctrine prevailing i in the US 


Treasury discourages intervention in ex--| г 


change markets to lower the value of the 


dollar. The true value of currencies is what: 


the markets dictate them to be; Unde 
secretary for Monetary: Affairs Beryl 


Sprinkel has often declared: And anyway, | 
. most analysts agree, monetary authorities 
just do not have the resources to effect the. 


necessary change. 
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years, capital in exc 
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exerting powerful 
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his:capital 
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interest rates.’ T 
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however, is presen 
that Japanese cred: 
controlled by central 
markets were open, t 
эне ore for finds 


arkets are ghi 
rities. If credit 
‘argument runs, 
‘by foreign com- 
cheap borrowing 
ve up both domes- 
as the value of the 
emur, saying that 
ets Have been ex- 


tic interest rates? 
ven. Japanese offi 


nimal administra- 
for prudential 


relaxed and th 
tive guidance remai 


i reasons, But US critics claim that all bar- 


riers to capital freedom in Japan must be 
removed as the first step towards realign- 
ing the dollar-yen parity. 

The argument has recently been stated 
by Penelope Hartland-Thunberg, | a 
former member of the US Tariff Commis- 
sion and now a fellow at Georgetown Uni- 
versity's Centre for Strategic and Interna- 
tional Studies. “In an open economy, low 

Japanese. interest rates would induce 
American and; European businesses to 
borrow in Tok father than New York, 


| London and Zurich," Thunberg wrote. 


“Booming Japanese expo 

American: and Europear ultination ral 
companies to set up operations in Japan in 
order to draw ¢ borrowing and 


rest past would lower the 
| dollar, thus raising the 


"m 
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New Zealand 


You and your clients can tap 
an exceptional resource in 
New Zealand, simply by 
calling us іп Singapore, 
Tokyo, or in the other 
world financial centres 
where we have offices. 

Bank of New Zealand is the 
country's largest trading 


bank: more than 4095 of the nation's 
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Bank of New Zealand in Singapore. 


banking is handled through 
us. This leadership position 
makes us the best equipped 
bank to serve you, here and 
around the world. 

No matter where 

you are based in Asia, if 

it involves business in 

New Zealand, call 


Bank of New Zealand, International Division 


Head Office: PO Box 2392, Wellington; New Zealand. Telex NZ 3344 


Singapore: Suite 3105/7, 31 floor, OCBC Centre Chulia Street, G.P.O. Box 3507, Singapore 0104. Telephone: 2226914, 2226915. Telex: RS 22149 
International Offices at Sydney, Melbourne, Brisbane, Perth, Adelaide, London, Los Angeles, New York, Singapore, Fiji, Tokyo. 16-1 
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her äs a result of its primary effect of 
riggering further capital outflows from 
apan. (Indeed there is already strong evi- 
ence of this happening [Shroff, REVIEW 





Japanese officials. point out that yen 
aised through such instruments of foreign 
| as samurai issues in Tokyo's 
kets or syndicated loans from Ja- 
commercial banks are converted 
mediately into foreign curren- 
sing the yen's-exchange rate. 
akibara, director of. research 
g in the Japanese Ministry of 
nternational finance bureau, 
ed as predicting that if 
t foreign. companies wished 

re granted, (Ве yen would 

to the dollar, considera- 
ing the bilateral trade imba- 
S. | 

















the International Monetary 


reed that the Japanese view 
controversy has economic logic on 
Liberalisation.of J 
kets, they note, cafinot change the di- 
on of capital flows out of Japan, This 
use Japan is a high-savings econ- 
hich in times of low investment ne- 













| point of view, IMF officials stress. 
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‚Ву Mike Tharp. 


| and fiscal policies. The weak yen is hitting 


| Works projects. One school of thought is 
that if this produces a 









Japanese credit is a boon. 
Viewed ‘from the perspective of port- 
folio investment, too, unrestricted Japan- 
ese credit markets imply a weaker yen. 
This is because the range of yen-denomi- 
nated assets available to foreigners is 
much more limited than the range of 
dollar- and other foreign-denominated 
assets for the Japanese investor. Capital 
will continue to flow out of Japan as long 
as the economy as a whole chooses to save 
more than it invests and foreign capital in- 
vestments cannot change that flow. Call- 
ing for greater capital inflows is “like car- 
rying coals to Newcastle," an IMF official 
commented. ; 


the c pit: \ 
. advocate tha sive paar by 


"ment in: foreign cur- 
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; basie trend i in ib t 
tablished.” 
Bergsten | 







Ss critics of the Reagan administra- | 
tion, however,.take into account. the 
underlying forces obliging Japan to export | 
capital. Correspondingly, their remedy 
for the weak yen is the converse of that 
advocated by ‘free-market exponents 
rigid capital controls. In an article recent 
published in thé summer issue of Foreign 
Affairs, Fred Bergsten, the 





j | tit can ease monetary policy 
and b p interes rates d 


брен реч паїе 
Тһе government is limited in its ability to pull. 
the economy out of the current slow own 





run the economy) the factors in the overall 
economic equation.are more complex and 
it is not clear at this stage just how the gov- 
ernment is going.to solve it. | 
` 7А cabinet decision on July 9 to require 
most government agencies, to reduce by 
5% their requests for next fiscal year's 
budget illustrates the. government's. di- 
lemma. Although the attempt at fiscal au- 
sterity. dovetails with "Prime Minister 
Zenko Suzuki's, political pledge to bal- 
ance the deficit- -ridden national budget, 
cabinet policy ignores several other harsh 
realities confronting Japanese economic 
planners. 

Chief among 
domestic . dema 


Tokyo: Japan's attempts to stimuldte its 
sluggish economy are being hamstrung 
partly as a result of American monetary 


import costs, helping to. dampen con- 
sumer spending and thus damaging one 
element of economic revival. At the same 
time, the authorities are. reluctant to re- 
duce domestic interest rates in order to 
stimulate demand às this would widen the 
already yawning. gap between United 
States and Japanese rates and lead to re- 
newed capital outflows, further weaken- 
ing the yen. 

Stimulation.via the public sector, mean- 
while, is limited by the government's de- 
sire for a balanced budget, though à 
supplementary budget may be submitted 
later this year providing for certain public 








m is how to stimulate 
By Japanese stand- 









a spin-off effect on 

overall economic activity, then in turn 

All be increased credit demand, 

interest rates anda stronger уеп. 
rs economy E more 






um jp 


“REAR 


SANYO 


TV factory: а yen for exports 


should be to tighten monetary policy, to 
raise interest rates and loosen fiscal policy 
to stimulate the economy. This amounts 
to a reversal of Tokyo's declared- policy 
mix. But Bergsten says that higher interest 
rates would strengthen the yen while de- 
ficit financing would absorb greater por- 
tions of domestic savings, curtailing capi- 
tal outflows, 

Critics point to two basic problems with 
this scenario. Capital restriction, one IMF 
official commented, “is like trying to get 
water to flow uphill. It would be subverted 
by massive under-invoicing of imports and 


rehabilitation through the slashing of gov- 
ernment administrative expenditures. It is 
a measure of the seriousness of the situa- 
tion that the reflation lobby now appears 
to have gained the upper hand, at least for 
the moment. The powerful Ministry of Fi- 
nance (MoF) and the Bank of Japan (BoJ) 
still publicly insist on the continued prior- 
ity of stable prices. Suzuki and his suppor- 
ters also maintain that cutbacks in govern- 
ment spending and streamlining the ad- 
ministrative structure are keys to a 
balanced budget. Yet both forces have 
tacitly acceded to the necessity of short- 
term government stimulus to spur growth. 


he only problem with this scenario, 

other than being laté, is that there is 
little the government is willing or able to 
do to help accelerate domestic demand. 
"We cannot expect anything meaningful 
in any economic policy package to emerge 
this year," says Akio Kohno, senior 
economist at Daiwa Securities Co. 

Most analysts now expect the govern- 
ment to issue a supplementary budget, 
probably in September. ‘Its contents 
primarily will be money channelled into 
various public-works projécts — construc- 
tion of roads, bridges and Sewerage sys- 
tems — by private contractors that will put 
more people to work and inject more in- 
come into workers’ pay cheques. In most 
years since the 1973-74 oil crisis, the gov- 
ernment has relied on public-works 
spending as its main policy catalyst to pre- 
cipitate domestic demand. However, for 
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over-invoicing of exports which in time 
could breed a Euroyen market in direct 
defiance of Tokyo." (Over-invoicing im- 
ports would allow Japanese companies to 
evade foreign-exchange controls by remit- 
ting extra foreign exchange above the pur- 
chase price of the goods imported to 
foreign exporters, who in turn deposit the 
surplus in foreign accounts for their Ja- 
panese customers. ) 

But even if it were practical, critics see a 
more troubling implication to the Berg- 
sten solution. "It is a very American- 
centred proposal which demands that 


the past three fiscal years, the amount of 
public-works allocations in the general-ac- 
count budget has remained: the same, 
¥6.65 trillion (US$26 billion). 

Politicians ‘from the ruling Liberal 
Democratic Party have called for supple- 
mental public-works spending of at least 
¥3 trillion, a pipe-dream request in view 
of the ¥82 trillion outstanding in govern- 
ment debt. A likely range will be ¥ 1-2 tril- 
lion. The formér figure, according to Tet- 
suo Yagi, senior economist at Sumitomo 
Bank, will have no stimulative impact at 
all because it will simply sustain the same 
level of public-works spending during the 





Suzuki: political pledge. 


Japan impose savage controls on its capi- 
tal flows and make the yen a reserve cur- 
rency in order to adjust to the failure of 
Reaganomics” to bring US interest rates 
down, one critic pointed out, From an in- 
ternational point of view this is seen as not 
only unfair but unwise, 

Japanese authorities have decided that 
they do not want to run high budget de- 
ficits and this is in line with the exhorta- 
tions of both the IMF and the Reagan ad- 
ministration to effect fundamental 
changes in the role of the government in 
the economy. This, however, leaves 
Tokyo with low interest rates as the only 
policy instrument left to stimulate the 
economy. “It is a genuine dilemma not 
only for Japan but for all of us," an IMF 
official commented. “Japan has seized the 
high ground internationally by a combina- 
tion of high savings and fiscal prudence. 
But it has only managed to do so at the 
cost of aggravating friction with [its] trad- 
ing partners.” There is a growing concern 
in the ruling Liberal Democratic Party 
that Japan should loosen its fiscal stance 
considerably to ease pressures from the 
US and Western Europe. But "to get 
Japan to climb down now would be abso- 
lutely the wrong thing to do from the 
global perspective," the IMF official said. 

Bergsten recognises that he is calling 
upon Japan to adjust to the Reagan ad- 
ministration's failures. But he says that 
however unfair and difficult such an ad- 
justment is, it may nonetheless be in 
Japan's interest. 


Tomum 


first half of this fiscal year. The govern- 
ment has already decided to issue 77.3% 
of its previously allocated public-works 
contracts for the entire fiscal year during 
the April-November period. 

One analyst estimates that a ¥1.5 tril- 
lion supplementary budget would raise 
real GNP growth by 1% during tl e fiscal 
year, to the 3.2% level. It remains ün- 
likely; however, that the budget deficit, 
widely expected to result in a shortfall this 
fiscal year — April 1, 1982 to March 31, 
1983 — of ¥4-5 trillion, will allow much 
more than Y I trillion in additional spend- 
ing. 

On the monetary side, businessmen 
favour a lowering of interest rates, espe- 
cially the official discount rate (the BoJ 
rate to. preferred customers) and the 
short-term prime rate. In particular, 
medium- and small-sized enterprises, 
which have failed to enjoy the high export 
performance of large Japanese corpora- 
tions, seek relief in lower interest rates as 
a way for. them to expand operations and 
invest more. 

There is little chance such relief will be 
granted. If Japanese authorities took steps 
to widen the yawning interest-rate diffe- 
rentials between Japan and the US, the 
weak Japanese yen would become even 
weaker. Although long-term capital out- 
flows have slowed in recent months, Ja- 
panese officials still blame the yen's de- 
preciation on unreasonably high Ameri- 
can interest rates. і 

In addition, evidence is mounting that 
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“have stayed sluggish, the un sais Ja- 
panese currency has raised the prices of 


many imported commodities, further 


| dampening consumer spending. 
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Furthermore, because of national and 
local elections later this year, Japanese 
politicians are not in favour of any tax in- 


y creases that could in other circumstances 


` provide much-needed revenue to reduce 
_ the budgetary shortfall. That means even 
тоге pressure on both politicians and 
a in the long run, as the deficit 
begins to assume runaway proportions. 
E g the last fiscal year, a deficit of 
y ¥3 trillion was galeis largely 

to lower-than-expected tax revenue. 
Nearly all that deficit — as well as this fis- 
year's expected ¥4-5 trillion shortfall 


| — will be financed through the issue of 
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massive issue of government dett. 

Besides being a political headache for 
Suzuki, who asserted earlier this month 
the government would not issue deficit- 
covering bonds for the fiscal year that be- 
gins on April 1, 1984, the deficit overhang 
threatens Japan's future economic 
grówth. Japanese banks, under standing 
orders from the MoF to swallow pre- 
scribed proportions of the national bonds, 
have begun to resist MOF pressure 
strongly. 

As a result, MoF officials are seriously 
considering raising the yield on govern- 
ment bonds.’ As of July 8, the market rate 
on the government's longest-term (7.7%) 
bonds was 8.68296, with an issuing rate of 
7.81195. Some commercial bankers esti- 
mate the ministry will raise the yield by 
about half a percentage point to make the 
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stralia pioneers a re-think on coal-burning ships 
d goes ahead with orders for construction 


j By Vincent Stove 


: A new era of coal-burning ships 
pis. not far away. Oil burners will still be 
around for a long time, but coal burners 
аге likely to be increasingly involved in 
_ bulk trades — particularly in the expand- 
ing movement of bulk commodities be- 
a tween Australia and Asia. 

- The new coal burners, with the latest 
© technology, will have little resemblance to 
- those which dominated the world mari- 
- time scene for well over a century to the 
__ early 1950s. Australia currently leads the 


= Е inthe return to coal-fired ships. The 


- world's first new generation coal-burning 
— bulk ship is expected to enter the Austral- 
- jan coastal trade this year, and it is likely 


i ` that three more will be deployed next 
year. 


Australia has vast reserves of coal, and 


` it needs to transport bulk loads around its 
— long coastline and also to international 


E: 


markets. It makes sense for large coal-car- 
rying ships to also be powered by coal. 
The ability to load cargo and fuel at one go 
cuts costs. 

Australian shipping circles say- a large 
_ coal-burning ship could be moved from 
Australia to Japan more cheaply than an 


. oil- -burning ship. But a widespread return 


` to coal burners could be delayed because 


3 of the continuing over-supply of conven- 


à 


- tional bulk carriers on the international 


market. The government-owned Austral- 


` ian National Line (ANL) believes that 


where dry bulk carriers of 50,000 dwt and 
‘upward are involved, coal burning com- 
E favourably with oil burning. The 

believes that the larger the ship. the 
more economical it is to operate on coal. 
According to ANL, there is little likeli- 
hood of coal-fired ships entering the gen- 


eral cargo liner or tanker trades in the near 
future. It believes conversion to coal for 
cellular containerships would be even 
more difficult because of the greater need 
for stability. 

Two years ago ANL signed a contract 
with Japan's Mitsubishi Heavy Industries 
for the supply of two 75,000 dwt coal-fired 
bulk carriers for the Australian coastal 
trade. The vessels will be used to carry 
bauxite from Weipa on the western side of 
Cape York Peninsula in north Queens- 
land to the refining operations of Queens- 
land Alumina Ltd at Gladstone on the Pa- 
cific east coast. This is the largest alumina 
refinery in the world, with annual capacity 
of more than 2 million tonnes (though 
in the present depressed state of the alu- 
minium industry it is operating below ca- 
pacity. 


he first of the coal-fired ships, to be 

called River Boyne, is scheduled to be 
commissioned in October, while the se- 
cond is scheduled to be commissioned 
next March as the River Embley. The ves- 
sels will have twin Mitsubishi coal-fired 
boilers to supply steam to Mitsubishi tur- 
bines capable of developing an output of 
14 mws, achieving the maximum use of 
coal as the energy source. The boilers are 
of the stoker-fired type, fitted with auto- 
matic combustion controls to ensure com- 
pliance with the required standards of at- 
mospheric pollution control. 

According to ANL, the system by which 
the coal is transferred from the main 
bunkers to the daily service hoppa is the 
first application of a dense-phase pneu- 
matic conveying system to shipboard use. 
The machinery installation incorporates 


Besides the slowdown in total growth of 
the economy, corporate profits have also 
slumped and unemployment has risen 
slightly. But Japanese monetary au- 
thorities can rightly claim they have whip- 
ped inflation, with consumer price in- 
creases levelling off near 3% and 
wholesale prices flat, year-to-year, in real 
terms. 

Like the rest of the world, Japan relies 
heavily on a resurgence of US economic 
growth. If that happens during the second 
half of the fiscal year, Japanese exports 
will increase, further spurring activity in 
certain competitive sectors. The nation’s 
current account is estimated to be in 
surplus for the fiscal year by up to US$15- 
16 billion, but all that black ink could sim- 
ply intensify Japan’s trade friction with its 
partners. ; 


the latest techniques of automatic opera- 
tion and remote controls. It is the first 
coal-fired marine plant designed to satisfy 
classification requirements for periodical- 
ly unattended operation. 

ANL expects that in comparison with 
oil burners, each of the two vessels will re- 
duce operating costs on the Queensland 
bauxite trade by US$1.5 million a year, 
despite the disadvantages of the coal 
burners: for one thing. they are 15-20% 
more expensive to build. Coal's greater 
bulk also cuts cargo space by as much as 
5% compared to an oil-fired ship of equi- 
valent size. Because coal contains. less 
energy than fuel oil for the same weight, 
coal-burners must carry fuel two-and-a- 
half times the weight of oil for the same 
power. 

The slight increase in the weight of a 
coal burner's hull structure and machinery 
also reduces cargo deadweight capacity. 
ANL admits, too, that maintenance costs 
for coal burning ships could be high. 
These extra costs would apply to coal 
bunkers, coal-handling equipment and 
ash-disposal plant. 

Australia's Bulkships Ltd, a subsidiary 
of Thomas Nationwide Transport (TNT), 
bas ordered two similar 75,000 dwt coal- 
fired bulk carriers for the Weipa-Glad- 
stone bauxite trade. They are being built 
at Italy's Italcantieri yard near Trieste. 
TNT has developed designs for coal-fired 
bulk carriers of 135,000 dwt for interna- 
tional trading. It has canvassed world 
hippie. markets to employ such vessels. 

believeg that as international indus- 
try moves T from oil as a power 
source, there will be a big requirement for 
seaborne movements of steaming coal. 
Vessels for this trade could be as large as 
200,000 dwt. 

ANL construction superintendent 
Chris Beggs said that 150 years ago coal- 
powered ships were being touted as likely 
to take over from wind power by what 
were regarded as “an amiable bunch of lu- 
natics." He believed that much the same 
applied today in the debate over switching 
to coal-fired ships. , 
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the world. It looks to Citibank for precise foreign 


Fifteen years after its founding 
Daewoo has become Korea's largest 
general trading company. In fact, it 
has held that ranking for four 
successive years. Members of the 
group produce and distribute a 
dazzling array of products sold in 
more than one hundred countries. 
Exchange Risk Threatens 
Profits 

But global markets mean global 
exposure. Invoices are written in a 
number of currencies and this, in 
turn, introduces risk. Will the 
exchange rate go up or down? Will a 
given currency’s international 
acceptance change? Is there a chance 
of exchange controls being 
introduced in potential new markets? 
As its global business grew, 
Daewoo’s management soon 
recognized that the company’s 
foreign exchange exposure position 
had to be identified and closely 
managed on an intensive basis. 

Daewoo sought specialist help and 
turned to Citibank. 


currency management 


In association with Daewoo’s 
financial staff, Citibank manages 
worldwide foreign exchange 


exposure, thus enabling the company 


to focus on market growth strategy 
and product development. Citibank 
has organized a sophisticated 
currency exposure management 
system, trained Daewoo specialists 
and developed special hedging 
techniques unique to Daewoo’s 
special requirements. 


Daewoo Executive Director E.S. Chae (right) 
and O.H. Kim, Citibank Assistant Vice 


President, assess foreign exchange markets 





* "The result," says E.S. Chae, 
Executive Director in charge of 
international finance of Daewoo, **15 
that we have a stable, predictable 
cash flow plus substantial savings. 
Having receivables in many 
currencies can be a major problem 
but Citibank has instituted programs 
that protect our export margins." 

Revenue Safeguards in 
Place 

** Foreign exchange management 
is essential in today's turbulent 
markets,’’ says O.H. Kim, Citibank 
Assistant Vice President. **Daewoo 
is just one of the major Korean 
companies that safeguard their 
revenues by alert management." 

In Korea and 92 other countries 
around the world, Citibank's foreign 
exchange specialists help take the 
risk out of international trade. 


CITIBAN «Э 


A subsidiary of Citicorp 
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ЕТ v nchallenged authority 


There is no doubt amongst leading top manage- 
. ment as to which publication is considered the 
most authoritative in the region on coverage of 
. Asian business and general affairs. It's the Far 
. Eastern Economic Review by an overwhelming 
majority! 





*:nparalleled coverage! 

. Noother publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
. take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
` The overwhelming response will be the Far East- 
егп Economic Review! 


xunequalled performance! 


since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 56,000 copies 
per issue. 













No other lids in the region can mateli i 
. performance. In fact the Review's circulation has | 
grown by a number larger than the total present - 
. day circulation of any of the publications which | 
Started during the years in question. _ 


A growing number of advertisers have taken full | 
. advantage of this impressive growth. The Review © 
_ has increased its ad page volume from 1 A58. in 
1978 to 2,177 in 1982. 


Advertisers know beyond question that E 
Review reaches the highest concentration i a 
Asia’s most important people. And they know - 
that as an effective advertising vehicle, its perfor- - 
. mance is unequalled. - 


For Advertisers who take Asia seriously a ٠ : 
FAR EASTERN ECONOMIC | . 
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Your cargo gets red carpet treatment 
with MISC Container Service 





























MISC, Malaysian International Shipping 
Corporation, rolls out the red carpet 


for cargo to Europe. 
This means personalized attention 


to your needs, a modern container fleet 
that sails punctually, fast document clearance, 
regular coordination between the Far East 
and Europe. MISC believes your cargo should 
be treated as if it were our own! 
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Third-generation fleet 
The Bunga Permai of 2770 TEUs is one of 10 





am ef Ц ` 
4 38 Я 5 eU third-generation ships in the dependable 
y 12 Е 52 Bad MISC container service. All ships have reefer 
g 19 20 = 59 № ege ó 4 
б ж 27 2% facilities and can accommodate varied box 
ЫЙ configurations to handle all cargo types; in- 
-j cluding odd shape, oversize and even livestock. 
Fixed weekly departures Two feeder vessels operate in Far East. 


No dates to remember! MISC container ships 
sail punctually from major Far East ports on 
the same day every week, all year round. 
Discharge days are fixed too. You know 
exactly when cargo will arrive in Europe. 
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Open-top, open-sided 


To ensure your cargo gets red carpet 
treatment between the Far East and Eu- 
rope contact our Agents, Far East Offices 
or MISC Head Office at Wisma MISC, 2 
Jalan Conlay, Kuala Lumpur, Malaysia. 
Tek 428088 (20 lines). Tix: NALINE 
МА 30325, MA 30428, MA 31057, MA 31058. 
Cable: 'MALAYASHIP KUALALUMPUR'. 


MISC Д 


Malaysian International Shipping Corporation Berhad 
(The national shipping line of Malaysia) 














Door-to-door convenience 
Red carpet service means door-to-door 
transport at any time or day convenient 
to you and your consignee. MISC offers 
guidance and carefully plans the com- 
plete operation taking into account type, 
size and shape of cargo, packing /un- 

packing facilities, nature and length of 

voyage. 









MISC FAR EAST OFFICES Japan: Rm 816 Togin Building, 1-4-2 Marunouchi, Chiyoda-ku, Tokyo 100. Tet (03)287-2431 Cable: MALAYASHIP TOKYO Tix: 222 2124 NALINE J 
Singapore: c/o Leo Shipping Pte. Lid.. 10th Floor, Bangkok Bank Building, 180 Cecil Street, S'pore 0106. Теѓ 02-2201522 & 02-2200997 (Direct) Tix. RS21471 

MISC FAR EAST AGENTS are in the оса срина - Australia: Adelaide, Brisbane. Burnie, Fremantle, Melbourne, Роп Adelaide, Sydney. Brunel: Bandar Seri Begawan 
Hong Kong: Hong Kong. Indonesia: Jakarta wan, Medan, Tanjung Priok Japan: Kobe, Kushiro, Moji, Nagoya, Naha, Osaka, Otaru, Shimizu, Tokyo, Yokohama. Macau: 
Macau. Malaysia: Pen M'sia, Sabah, S'wak. Philippines: Manila. Singapore: S'pore. Korea (Republic): Busan. Inchon, Seoul. Taiwan: Kaohsiung, Hualien, Suao, Taichung 


Keelung. Taipei. Thailand: Bangkok. Phuket 
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uch-needed deeper water, most in- 
ed parties in the US would like to see 
прег commitment — in fact, any | By Lynne Curry 
f a commitment — from prospective | Hongkong: Pressure from North Korea 
| users before going ahead with such | has apparently prompted China to curtail shipped an estimated 1.3-1.5 million tons 
capital outlays. This was emphasised | its coal shipments to South Korea and its | of coal to South Kórea from the northern 
n Brooks, director of marketing for | indirect trade with that country. Since the port of Qinhuangdao, primarily on vessels 
Denver-based Rocky- Mountain | beginning of this year, Chinese corpora- | from third countries. Typically, the coal 

Ço., which is currently holding | tions have amended their coal contracts | was carried on Panamanian-registered 
with prospective steam coal users in | with the Hongkong businessmen who had freighters to. Japan; then transferred to 
aiwan and South Korea on the | acted as middlemen in the trade with | other ships sailing to South Korea. | 
mid-1980s start-up of two mines | South Korea. Peking now requires that As a result of the current crackdown, 
g. He said: “А new mine for us | the contracts contain clauses stipulating | however, traders. said Chinese customs 

capital investment of US$50- | that the traders do not sell Chinese coal to | authorities have forbidden four Panama- 
ion, and that investment is really | South Korea. nian. vessels. now anchored in Qin- 
ted to be covered over the life of the Previously, the Chinese verbally ad- | huangdao from sailing with coal . for 
which is 30 years. We have tohave a | monished traders not to make such sales, | South Korea. One well-placed source said 
-term guarantee before we're willing | but kept silent when transactions took | the Chinese have ordered the shipowners 
vest those kinds of dollars.” To date, | place. Although the coal never passed | to pay a Rmb 50,000 (US$29,411) fine for 
sian power company or industrial | through Hongkong, traders here found a | each vessel. In an unusual move, Chinese 
has been willing to commit itself toa | role as intermediaries in “the unofficial | customs official eportedly inspected the 
“term contract with a steam-coal pro- | trade because Peking and Seoul do not | i he ships’ records appa- 

the western US. Ш | maintain diplomatic relations. the vessels had. previ- 






` Traders here said that last year China, 

























































increase production by that time to 17. mil- 


T ud Sm ud Sem ; lion tonnes to allow Indonesia to begin ex- 
rsting at the seams 5 
UT aoe EY Asean representatives at the AABC 
stralian big business believes itis well placed ep told Pus both i Austra- 
j y | : ian authorities and the private sector 
иррїу Asia's growing need for coal favoured Asian buyers of Australian coal 
Е under long-term contract taking equity in 
A Correspondent 3 the coalfield concerned. This is a move 
gapore: With the era of cheap oil | Asean countries was also prepared by | which the Philippine. Government. has 
st and Southeast Asian countries | three of Australia’s biggest companies and been exploring. Under Australia’s foreign 
look increasingly to coal to power | energy exporters — BHP, СВА and CSR. | investment guidelines, a coal- venture 
development. A considerable por- | It said little about industrial disputes, coal | must. have а minimum 50% equity to- 
е coal will have to be imported — | loading and shipping problems that have | gether with at least 50%. of the. voting: 
spect that has sparked enthusiasm | disrupted steaming coal exports, particu- | strength on the board held by Australian 
Australian suppliers, who reckon’ | larly in New South Wales. Nor did it at- | interests. 
phy has given.them the advantage: tempt to make precise forecasts on future 
mpeting for the trade, | demand for. imported coal by regional А" proposal discussed during 
me may not agree. Although Aus- | states. Ом closed-door, sessions of the AABC 
s the world's second largest coal ex- But it said the Philippines could need | was for Asean and Australian companies 
with about 100 million tonnes about 4 million tonnes of coal a year bythe | to. join forces, to challenge the near- 
verseas last year, its industry is | mid-1980s. While the Philippine Govern- monopoly. of foreign’ shippers; especially 
ed by problems. Labour disputes | ment planned a substantial increase in | the Japanese and West Europeans, in the 
| isrupted the export effort and tough | domestic coal production, this would not | Australian bulk shipping trade. - 



























en's unions are continually pressing | meet total anticipated demand. Malaysia, Australia’s two-way trade with Asean in 
\ustralian flag vessels to enter over- | which азо has some coal deposits, may | 1980-81 was worth more than US$3 billion 
bulk trades. Such vessels operate at | need as much as 7 million tonnes a yearby | — making Asean as a group Australia's 
costs, however, and cheap coal will | 1990. fourth largest trading partner. The vol- 
some of its edge eroded if it must be Thailand was planning to use coal to fire -ume and value of this trade is expected to 
“don expensive ships, in what is а | several new electricity plants and facilities | grow rapidly over. the next decade as 


mpetitive market. converted from oil-firing. The Thai ce- | Asean countries enlarge their bulk ship- 
these realities were very much in | ment industry was also planning to switch ping imports of Australian coal, iron ore 
kground as big business from Aus- | partly to coal. Local production in In- | and other products: ; 
1 donesia may be unable to keep pace with 
growth in demand and imports may be 
needed for part of the 1980s. In the longer 
term, however, Indonesia appears to have 
the potential to re-emerge as a coal expor- 
ter. 
| Mines and Energy Minister Subroto: 
said in April that Indonesia must raise coal. 
{ output to 15 million tonnes by 1990 froma 
current level of 250,000 tonnes just to i -Australian 
-satisfy projected domestic demand. -He : 
Î said the government hoped to be able to |. 
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ously called at South 


development which evidently aroused 


Chinese suspicions. 


North Korea's anger over the coal sales” 


follows a dramatic increase in China's 
overall indirect trade with South Korea. 
Last year, South Korean exports to China 
via Hongkong jumped 260% to about 
HK$811 million (US$136.8 million) from 
HK$225 million in 1980, according to 
Hongkong's Census and Statistics Depart- 
ment. This year, in the wake of the still- 
unannounced crackdown, trade has fallen 
significantly. South Korean exports to 
China through Hongkong dropped 16% 
to HK$150.5 million in the first quarter of 
1982 from the same period in 1981. 
Among the hardest-hit South Korean ex- 
ports were TV tubes, sales of which plum- 
meted 86% to HK$1.7 million in the first 
quarter of this year. 


ut merchandise shipped from China to 
South Korea via Hongkong in the first 
quarter of 1982 continued to increase. 
Compared to the 1981 first quarter, 
Chinese exports nearly doubled to 
HK$132.8 million, with textiles, yarn and 





Sulaiman said if a joint-venture bulk 
shipping arrangement could be made to 
work effectively it would provide an “es- 
sential business link" between Australia 
and Asia. However, he warned there were 
serious problems involved and that 
"necessary incentives" must be provided 
by Australian and Asean governments. 

Australian sources said the Sulaiman 
proposal would be studied closely. But 
they were doubtful that an Asean- 
Australia bulk shipping line would be 
commercially viable even if it could be es- 
tablished. Coal and other bulk com- 
modities had a low value per tonne and 
shipping had to be efficient if producers 
were to make reasonable profits. 

The coal paper prepared by BHP, CRA 
and CSR said Australian maritime unions 
were continually pressing for Australian 
flag vessels to enter overseas bulk trades. 
“In some ways, this would be advantage- 
ous to all consumers as their involvement 
should assist in minimising industrial dis- 
ruption which has hitherto plagued the 
[coal] loading programme, particularly in 
NSW [New South Wales] in the past two 
years. However, the costs of operating 
Australian-flag vessels are still high and 
must be reduced if they are to be viable," 
it said. 

The Australian paper said two steps 
were essential — reduced manning equi- 
valent to levels existing on foreign-flag 
vessels, and accelerated depreciation in 
line with levels that existed in most 
maritime nations. Both these points were 
being considered by the Australian Gov- 
ernment. A committee established by 
Canberra to report on the use of Austra- 
lian-flag vessels in overseas trades had re- 
commended accelerated depreciation 
rates. However, reduced manning was 
“largely a question for the maritime 
unions.” 
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products jumped 142% to HK$64.6 mil- 
lion, while raw-silk exports rocketed 
nearly 450% to HK$11.5 million. 

Diplomatic sources said North Korea 
has applied pressure for several reasons. 
The most important appears to be its con- 
cern that the indirect trade could be inter- 
preted as unofficial Chinese recognition of 
the South Korean Government, The 
sources point out that North Korean Pre- 
sident Kim Il Sung may still have hopes of 
reunification. To this end, he may want to 
show that the two Koreas are economi- 
cally compatible, and may well view 
Chinese coal sales as a hindrance to the 
North's own attempts to sell coal and 
other raw materials indirectly to the 
South. 

These attempts began late last year, 
traders said, when North Korea tried to 
sell 15,000 tons of coal to South Korea. A 
vessel sailed from Nampo, North Korea, 
via Japan to Pusan, where South Korean 
authorities denied it entry. The ship re- 
turned to Nampo and the coal was even- 
tually sold to a third country. 

Traders also point out that North Korea 
has hopes of boosting its foreign-exchange 
earnings through coal exports. Pyongyang 
recently established business ties with the 
Guangdong branch of the China National 
Metals and Minerals Export-Import 
Corp. The corporation will be North 
Korea’s agent for its minerals, and par- 
ticularly coal, exports. One trader said it is 
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expected to attempt to sel 
coal to Seoul. i 
North Korea's move is seen as signifi- _ 
cant because, according to traders, it had — 
never previously exported coal in great | 
quantity. Its annual coal exports are re- _ 
portedly about 200,000 tons only and itis — 
believed to import several million tons an- _ 
nually, primarily from China. E 
In the immediate future, analysts ex- — 
pect Peking to continue its denials of the — 
existence of the South Korean trade, and _ | 
gradually let the controversy simmer _ 
down, while the trade drops. Eventually, — 
however, observers believe economic | 
considerations will again lead to a revival. — 
. Indeed, despite the finesimposedonthe _ 
Panamanian ships in Qinhuangdao, the _ 
Chinese Ministry of Foreign Economic Re- 
lations and Trade has not formally prohi- ~ 
bited the vessels from accepting coal for 5. 
South Koreainthefuture. Theunderstand- _ 
ing, apparently, is that the deals should be | 
handled with minimum fuss. One observer | 
commented that after the current con- - 
troversy fades, “the Chinese will turn a _ 
blindeye” to future transactions. We. 
In the interim, traders believe Seoul will — 
be forced to buy coal either from South - 
Africa, Canada, the United States or Aus- _ 
tralia, though it would prefer Chinese  . 
steam coal because the coal is better ae 
to its requirements. South Korea needs 
100-300,000 tons of coal imports during — 
the rest of this year, and traders are watch- 
ing closely to see where it turns. | 


А New 32-Story Condominium in New York 


e Hill Tower 


40 East 94th Street 

At Madison Avenue 

‚ A Purchase Opportunity 

In Prime Manhattan Real Estate 


Dramatic Views of Central Park 
And The East River 


Doorman and Concierge 


Attended Garage 


' Average Price Under 
$3,100 Per Square Meter 


Surprisingly Low 
Carrying Charges 


Occupancy — January 1983 





Douglas Elliman-Gibbons & Ives, Inc. : 
Selling and Managing Agent « Sales Office on premises 
By appointment — daily & weekends « Brokers recognized 


(212) 410-2200 Telex 237867 

A development of 

The Charles H. Shaw Company and 
The DeMatteis Organizations, 
Developers of Museum Tower 
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The complete offering terms аге in an offering plan available from sponsor No. CD-82-063 
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Mr. Jocelyn Hambro, M. C, reports 
on the Hambro Group ee 



























у. Earnings from operations were £11.8 million after tax, against £15. 3 3 million 
last year. We made a £15.9 million, net, provision this year to reflect the substantial 
further fall in tanker values and the agreements reached on Hambros Bank’s long 
standing Norwegian shipping loans. This amount is covered by a transfer from inner 
reserves but has been made good by new banking capital and increased resources with 
the result that the Bank’ s capital base has been increased during the; year. 


Ош merchant banking business had an active and otherwise successful. year. 

neral experience of decreasing margins has been offset by rising volumes апа _ 

: ome from fee earning activities. We have been involved in management of 
the majority of domestic sterling loan stock i issues made for foreign borrowers, _ 

х including lead managing the first debenture i issue for an overseas corporate borrower. 











ambro Life has continued to prosper, improving upon its past successes and 
g its dividends by 20% from new ‘business growth that continues to 
outperform its rivals. Among other investments the most significant development has. 
been the extension of our oil and gas interests in the United States, the Adriatic and - 
the North Sea. Hambro Gas and Oil Inc. has started to produce returns but, overall, 
the carrying cost of oil and gas investments exceeded their income. We believe, 
though, that real benefits in cash flow terms will develop during! the nert two years and . : 
atan accelerating pace. ә? 





| Our other non-banking activities éxperienced a mixed year. Thei insurance | : 
broking companies of the Fielding group, now 63% owned, performed strongly, Е 
бад their own forecasts and our: expectations. Adv. through Collet к 





the face of these difficulties. The full force of recession was felt by the diamond _ 
ustry and here results were badly affected. These three businesses all report to | 
December, and each is ш a better result this year than during the 
parable period ir in 1981. 


. Consolidated Financial Statement at 31st March, 1982 


1982 1981 1982 

£ million -£ million £ million 
Share capital and reserves "qaas ^ 75 Balances with bankers and 

Minority interest ` 4 6 money at call 130 


Tr E 34 ° Term loans to banks, local 
— 2 authorities and certificates 
of deposit 1,053 


- Dealing securities and 
trading stocks 


nbro 10 | 
Connanghi Road Central, Hong Kong. 
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Controversy brews as Malaysia's palm-oil industry, a 
. Star performer, is suddenly enveloped in problems 


3 By Jeffrey Segal 


_ Kuala Lumpur: ‘Malaysia's “golden 
_ Crop,” palm oil, has had its image badly 
© tarnished in recent weeks. After years of 
L sturdy growth and steady profits, the dif- 
| ferent sides of the industry have faced a 
| period of sudden economic uncertainty 


— with an unaccustomed lack of dignity and 
| lowest lex As prices have plunged to their 


"e" 


— lowest levels for nearly two years, refiners 
| апд growers have attacked each other al- 
"most daily in the press, while two federal 
. ministries have fallen out over the in- 
- terpretation of a mysterious "export ban." 
E. - The palm-oil industry's current pro- 
; possem directly from its early success. 
— Output of crude palm oil (CPO), the pro- 
_ duct obtained by simple milling of the 
- fresh fruit, grew five-fold over the 1970s, 
| reaching 2.82 million tonnes, or 57% of 
— world production, by last year. Encour- 
| aged by government policy, tax incentives 
_ and the profitability of a few pioneers, 
- more and more palm-oil refiners went into 
business at the same time. From only 18% 
| of total exports by volume in 1975, refined 
| products (mainly palm olein and stearin) 
| came to take a 94% share of the 2.47 mil- 
_ lion tonnes sold overseas in 1981. 
— This rapid expansion of the downstream 
_ "Sector began to cause anxiety about over- 
_ Capacity as early as 1978, when the Malay- 
sian Industrial Development Authority 
_ (Mida) — the government body responsi- 
_ ble for licensing manufacturers — put a 
| freeze on all new refinery approvals. Still 
| the numbers grew. From 38 plants in 
| Peninsular Malaysia the following year, 
_ the total on stream rose to 44 in 1980 and 
-— 48 as of last December. East Malaysia has 
— one refinery, a 200-tonnes-a-day unit in 
_ Sabah. 
- Judging the overall capacity of these 
_ existing plants is an inexact science and a 
—source of bitter controversy. There are 
— three areas of dispute. The first is whether 
|. to consider only facilities for physical re- 
fining — the basic process for upgrading 
- CPO and removing fatty acids — às most 
government statements seem to do, or to 
take into account alkali refining, used to 
_ neutralise impurities in the crude. The 
second is to decide what constitutes a 
_ working year: 300 days, as the authorities 
| think, or anything up to 350, which most 
— refiners take as their optimum operating 
| period. Finally, there is the problem of un- 
. authorised throughput. Refiners~ claim 
- they can boost capacity by 25% or even 
50% above the figures on their Mida li- 
cences by increasing operating tempera- 
tures and "de-bottlenecking" parts of 
their plant. 
Official statistics published by the Palm 
Oil Research and Licensing Authority 
(Porla) in February show only licensed ca- 
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pacity on a daily basis: 9,519 tonnes a day 
of physical refining and 3,860 tonnes a day 
alkali refining. Depending on which ap- 
proach the analyst takes in interpreting 
the raw data, total Malaysian refining ca- 
pacity could be anything from just over 2.8 
million tonnes a year, as Primary Indus- 
tries Minister Datuk Paul Leong has said, 
to around 4 or even 5 million tonnes a 
year, The annual shortfall of supply to de- 
mand, then, could be as little as 100,000 
tonnes or more than 10 times that basic 
figure. 

Whatever the exact extent of the im- 
balance, the problem of securing CPO 
supplies is worsened by the fact that only 
seven of the country's 49 refineries are 
owned by growers. The rest — with 


Palm-oil refining: a falling star. 


around 80% of total capacity — have to 
compete for feedstock on the open mar- 
ket. That puts the industry as a whole intó 
two opposing camps — producers and 
processors. "We want a lower price," one 
large independent refiner told the 
REVIEW, "they want a higher price. There 
will always be this conflict of interest." 


Ave the overall financial standing 
of an industry dominated by small- 
scale, unlisted operators with an average 
paid-up capital of only M$10 million 
(US$4.2 million) is also problematical, 
though a rough comparison of estimated 
outlays and returns over recent years does 
lend support to refiners' claims of shrinking 
margins. In 1979, according to an unpub- 
lished study of the industry completed last 
month, average production costs — in- 
cluding overheads, direct operating costs 
and net refining losses, but excluding 
transport of the CPO to the plant — came 
to M$114 a tonne. That same year the aver- 
age domestic traded price of CPO, based 
on Porla data, was M$1.038 a tonne, and 
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approximate "profit," then, was some 
M$138 a tonne. 

In 1980, production costs edged up to 
M$124, while domestic prices slipped to 
M$919 and export returns to M$1,148. 
The estimated margin was down to about 
M$105. Last year, the decline accelerated. 
Average fob prices dropped to M$1,134, 
while domestic prices rallied to M$964. 
With production costs only barely lower at 
M$123 a tonne, estimated net returns fell 
by more than 50% to just M$47. 

The Palm Oil Refiners Association of 
Malaysia (Poram), representing 33 com- 
panies, began to press the authorities for 
some relief towards the end of 1981. Three 
ministries involved in palm oil — Trade 
and Industry, Finance and Primary Indus- 
tries — agreed to set up a joint task force 
to look into the refiners' problems, but the 
situation became more urgent in February 
апа March when 17 plants suspended 
operations. Most of these were, admit- 
tedly, smaller operations usually located 
at a distance from both CPO supplies and 
shipping outlets, but the shock of seeing a 
third of an entire industry closing down — 








even temporarily — forced the Trade 
Ministry into action. Apparently on the 
urging of a group of refiners from outside 
Poram, Deputy Trade Minister Datuk 
Shahrir Abdul Samad the. following 
month announced a three-month ban on 
CPO exports in order to divert more of the 
raw material to domestic processors. 

The "ban" itself now became a new 
source of controversy, with trade and 
primary industries officials apparently 
at loggerheads over what the measure 
meant. Trade and Industry did some back- 
pedalling, saying the move was not in fact 
a "ban," but merely a reiteration of the 
long-standing licensing procedure for ex- 
ports. All current licences and new appli- 
cations would, however, be subject to 
extra scrutiny by Primary Industries offi- 
cials. Primary Industries, though, says the 
measure only applies to new applications, 
and furthermore covers the period from 
May 5 to August 4, not the April-June 
quarter as Trade had stated. Moreover, 
say Primary Industries officials, only 
Peninsular Malaysia is affected. Trade 
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. The last 10 15 ei 
> Malaysia last year: exported only 
“tonnes of the 2.65 million tonnes of CPO it 
produced, whereas Sabah and Sarawak 





- together sold a further 124,000 tonnes of - 


-erude overseas, out of combined output of 
179,000. Extra supplies of CPO from East 
Malaysia could make a significant differ- 
г ence to hard-pressed refiners in the penin- 
» Sula. 
The confusion spread by the govern- 
ment over the ban could have been de- 
; liberate, according. (о one diplomatic 
analyst. "The reason the government is 
-fudging it," he said, “is because it cannot 
an legally CPO exports or the EEC 
European Economic Community] will re- 
i.otaliate." Britain and The Netherlands 
“took the bulk of crude exports from 
Malaysia last year. : 






ү event, both the Primary Industries 
„Жапа Trade ministries have now agreed, 
‘following meetings" with growers’ re- 
presentatives, to suspend the restrictions 
at the end ofthe three months. In practical 
terms, the controls already seem to have 
had the intended effect. Some new export 
licences have been delayed, though exist- 
ing contracts have got through. The flow 
of CPO trom Sabah and Sarawak has in- 
creased; from just 14,000 tonnes during 
the whole of last year to 40-50,000 tonnes 

- in January-June 1982... Most. controver- 
sially; though; the price fall began, ironi- 
cally; on June 4, one day after Leong had 
“termed palm oil the "golden crop" for the 

< resilience of its price and profitability in 


the-face of world recession. Prices had in - 


fact held up at around the M$950 mark for 
the first five months of the year, but by the 
end of last week Porla’s average quote had 
slumped to M$730. — the lowest level 
since October 1980. LIE 


“Any direct: connection with: the ban: 


on CPO exports is hard to prove, though 
i observers. agree the psychological 
factor could have helped tip the scales at a 
‘time of nervousness over commodity 
prices in general. A change in the overall 
supply-demand equation since the begin- 
ning of the year would, they argue, have 
. pushed prices down in any case, though 
perhaps at a less dramatic rate. Malaysian 
"production of CPO in the January-May 
period was 21% up on 1981 at 1.18 million 
tonnes; according to'Porla, while export 
.. demand has fallen sharply. India and 
^. Pakistan, normally the country's two 
` ; biggest direct markets, have both trimmed 
their offtake and deferred shipments, 
while the Soviet Union — third-ranked 
last year but now in the top position — is 
said to have fulfilled its contracts and is 
|; making no new ‘purchases. Simultane- 
“ously, the outlook for harvests of other 
major oilseeds worldwide (particularly 
‘American soybean) has improved, put- 
ting further pressure on prices. 





`“ ` Refiners have certainly done well from. 
the domestic price fall. While export re- 


. turns in US dollar terms have also been 
“shrinking, the strength of the "American 
currency 





has cushioned the effect on their . 


and 3.35 million tonnes in 1983, according 
to projections by the American ag- 
ricultural attache here — could ease sup- 
ply problems in the medium term, though 
much depends on whether the 20 extra 
plants already sanctioned by Mida (with.a 
total. physical refining capacity of some 
800,000 tonnes a year) come on stream as 
scheduled. Some newly completed re- 
fineries are known to have postponed 
their start-up dates until the economic cli- 
mate improves. The report of the task 
force, now before the government, is ex- 
pected to suggest important changes. 

For the time being, it is the turn of the 
producers to feel aggrieved. Press cover- 
age hàs swung from attacks on growers by 
refiners — with growers being accused of 
asking "strangulation prices" and scaring 
off millions of dollars in potential foreign 
investment — to blasts from the producers 
at the processors. Refiners have been cas- 
tigated for "greed" and "illegal expan- 
sion," and for taking advantage of export 
restrictions to squeeze. domestic prices. 
Even the two ministries have been taken 
„Чо task by the hitherto. more restrained 
growers. The controls, they claimed, dam- 
aged Malaysia's. reputation as a stable 
supplier, cast doubt on the sanctity of con- 
tracts and — by being implemented with- 




















out consultation — ignored the producers’ 
own needs. The authorities, one produc- 
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Two luxurious 
Westin Hotels open in 
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-fall in prices over June 
could present problems to the gro 
particularly Federal Land | 
Authority (Felda) settlers who 
a quarter of total CPO productio: 
the most efficient producers аген 
ting much out of palm oil." the proi 
representative said. The gover 
though. seems unperturbed. “If yi 
Felda settlers, ask what is your ru 
counterpart getting,” a senior Primar 
dustries Ministry official suggeste 
authorities deny there is any co 
with the similar falls in rubber 
prices. "The problem is of a diff. 
mension,” the official continue 
palm oil is a staple food item, 
not an industrial raw material. 
markets are principally in th 
nent, not the  industrialise 
Thirdly, palm oil is mainly a manufa 
export, not a commodity: And fi 
price is тоге. sensitive to fact 
oilseed harvest calculations: tha 
industrialdemand. «^ ^. 

Leong sees the drop in price 
a "market correction." For 20 y 
commanded à premium over: 
until 1981, when the situ 
versed. Now the original balance 
restored. “Our competitive post 
strengthened,” the . Primary Ind 
aide said, referring to the stronger m 
position of cheaper palm oil. ^ 
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aS viewed T readers. — par- 
ularly the institutional ones — as more 
an a bit of a gamble. They saw mainly 
thin and unpredictable nature of the 
arket, the earnings squeeze being 
by: industrial companies, the owner- 
structuring problems faced by the 
g banks and fears of a further baht de- 
ion. But with share. prices below 
levels and dividend vields.up to 
from solid banks, it seemed to 
ff a fair enough. Бе. Thailand's 
nomy is far less dependent.on exports 
ither manufactures or industrial raw 
aterials than others in the region, and 
th increasing local energy production, 
looked a good defensive situation. 
With six months gone, Shroff will in- 
lge in a little boast. Not only has the 
ingkok Book Club Index fallen by a 
re 1% during a dismal semester for 
ets around the world, but the baht 
remained rock steady against the US 
while all other re- 
nal currencies: apart from the New 
iwan dollar have fallen against the 
n unit. In contrast to Thailand, 


































met 31%; Australia's has plunged 
9%. Among currencies, the yen and the 
lian dollar have suffered severely. 

terms of US dollars (and excluding: di- 

lends) investors in Japan, Australia, 

alaysia and the Philippines would have 
it upwards of 20% of their money i 
th compa red with елу 176 in 













Я is not so foolish as to 
trend. will continue. inde 









es of A tralia. n the Pis dim 
ved comparatively and from à dis- 
ce the Bangkok stockmarket may 
ook healthy enough. But that is unlikely 
о be how the incoming manager of.the 
tock Exchange of Thailand. (SET), 
jirilak Ratanakorn, feels about her new 

















blems — and added urgency for solu- 
ions — as her predecessor (page 64). 
lowever, Bangkok's defensive poten- 
ial is still there: and any market with 
uble-digit yields and modest local in- 
tion has potential for a surge some 
ime. The.baht is likely to remain stable 
igainst the US. dollar, but it will fall 
gainst other currencies when markets 












inally see through the US dollar's cur- 
ent pretensions. Confidence in the baht |. 


been helped by a remarkable turn- 
around in Thailand’s trade. position. 
The visible defici in the first: six months: 


ilippines has seen its market index | 





ailiwick, faced as she is with the вате. 





tradictory grounds: 


DOWN THEY GO 
ne 30 % Change 


Japan 

Australia 

Hongkong 

Malaysia 

Singapore 

South Korea 

Thailand no change 
Taiwan nochange 
Philippines -Fa 





was a mere Baht 6.1 billion (US$265.2 
million) compared with Baht 31 billion 
for the first half of 1981 and Baht 65 bil- 
lion for the whole year. Exports rose 
1776. despite lower commodity prices, 
and imports declined 10%. However, 
conservative local forecasters consider 
the turnabout to be partly temporary 
and still reckon the full-year deficit will 
come close to Baht 50 billion. First-half 
export growth was boosted by bumper 
crops and imports were cut as much by 
currency-market uncertainties and the 
fall of the yen against the baht as by 
underlying import demand. . Thus, 
though the Thai situation is looking a lot 
happier than six months ago the trade 
deficit could again — despite the cut in 


the energy bill owing to offshore gas. 


coming on stream — become problema- 


-tic i£ éxport prices remain depressed. 


@ OUTRAGEOUS-claim-of-the-year 


гамата so far this year goes to this head- 
line in Hongkong's South China Morn- 
ing Post: 5 





“A docile press is helping the Hong- 
kong Government to perpetrate the 
claim that it is “saving” money by paying 
HK32 billion (US$337.3 million) to bail 
Peking-owned China Resources out of a 
speculative investment in a consortium, 
Mighty City, owning 1.200 acres of ag- 
ricultural land in Hongkong's New Ter- 
ritories (REVIEW, June 18). The govern- 
ment is buying the land and then return- 
ing 20% of it to Mighty City for. develop- 
ment, leaving.a net cost to the govern- 
ment of HK$1: 3 billion. 

The "saving" is supposed to derive 


from the fact that Mighty. City was 
bought out for a figure HK$300 million: 
less than it had asked for. But the deal. 
a give-away of public funds to | 49 
the failed capitalists of China Resources. 


remains a 


Itis further being justified on two con- 
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» That the government dents to build 
a land bank — though it is supposed to 
be stepping up sales, not purchases, of 
land, and has no intention to develop the 
Tinshuiwai agricultural land for at least a 
decade. 

» That senior government officials 
had inadvertently given. the Chinese 
company the impression that it would be . 
able to develop the land. This sounds 
like an excuse concocted to save the face 
of China Resources: If not; why have the 
incompetent (and anonymous) Senior: 
officials not been exposed to the public 
accountability that should falon those 
responsible for wasting HK$300 for 
every man, woman and.child in. Hong- 
kong on buying fish ponds? 

Most remarkably, -the bail-out. will 
also provide further profit for China Re« 
sources" local partners, notably. Cheung 
Kong Holdings, which has already made 
HK$200 million by selling a controlling 
interest in the land to China Resources. 
Cheung Kong will now make'a little 
more than its remaining 12.5% stake. 
The payoff to China Resources.is now 
described as a deal in which there аге. 
“no real losers.” Taxpayers apparently 
do not count — hardly. а surprising con- 
clusion given the tax-avoidance schemes 
(via subsidised housing) built into the re- 
muneration. systems: of senior govern- 
ment servants in Hongkong. 

Government attitudes tothe disposal- 
of public funds and assets are beginning 
to show. through in the collapse of its 
budget estimates. Instead of a surplus of 
HK$4.9 billion, for.the year ending 
March. 1983, Financial Secretary John 
Bremridge last week admitted that he 
would-now be. “pleasantly surprised if 
there isa significant surplus." 

Even more significantly, the. fiscal T 
problems. are further delaying Hong-: 
kong's next major * *confidence" project. 
Bremridge let it out that a decision on a 
new airport.at Cheklapkok, Lantau Is- 
land, would probably not be made. be- 
fore 1984. He described the cost as "ab- | 
solutely frightening" relative to Hong- 
kong’s annual public-works. spending of 
HK$7 billion and said priority needed to 
be given to housing, education and local 
s off-the-cuff an- 
nouncement of this major decision pass» 
ed without comment in the media. 
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% compared. with an origi- 
Не has cut his estimate of 
T wth from. 7%: to 
_the first. five 
































offshore liaisons tailored to suit. 


To meet the varied requirements of offshore missions in terms of distance and platform operational 
status, Aerospatiale offers the choice of three new-technology twin-turbine helicopters 


AS 355 ECUREUIL 2 

Lightweight, economical, new-technology heli 
copter featuring а  corrosion-proof composite 
material rotor, powered by two 420 hp Allison 
250C20F turbine engines, designed for close 
offshore work 

Capacity: 1 pilot + 5 passengers 

Radius of action: 140 n.m 

Offshore configuration speed: 225 km/h 
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SA 355N DAUPHIN 2 


New generation lightweight helicopter (compo 
site material main rotor, shrouded tail rotor for 
improved safety on the ground and during approach) 
powered by two 725 hp Turbomeca Arnel 1C 
turbine engines 

Capacity: 1 or 2 pilots + 8 or 13 passengers 
IFR radius of action: 220 n.m 

Offshore configuration speed: 250 km/h 
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AS 332 SUPER PUMA 


Medium-weight helicopter powered by two 
1,755 hp Turbomeca Makila turbine engines 
with low s.f.c 

Capacity 

e Standard version 2 pilots + 19 passengers 

e Stretched version 2 pilots + 22 passengers 
IFR radius of action: up to 280 n.m 

Offshore configuration speed: 255 km/h 
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investments 


can make 
"n Brazil. 


This man is an experienced 
Banco do Brasil manager. And 
because he is, he knows Brazil 
better than anybody else 
That's why he's the man you 
should consult for the best 
deals and investments Brazil 
has to offer. 

Today's Brazil, a giant, 
rapidly-developing market, 

is already one of the ten most 
heavily-industrialized nations 
in the West 

Living in 8.5 million square 
kilometers of national 
territory is a population of 
120 million... over half under 
20 years of age 

| Clearly à nation as dynamic 
as this with a growth rate 

of 8.9 percent a year in the 
last decade, requires a bank 
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that can keep расе with its 
extraordinary development. 
Such a bank is Banco do Brasil, 
the main financial agent 

of the Brazilian nation 

Banco do Brasil offers a 
consummate array of banking 
services to better orient 
foreign businessmen in 

their commercial transactions 
and peine financing 

for the importation of 
Brazilian goods. 

To this end, Banco do Brasil 
provides 2,000 banking 
agencies within Brazil plus 
an extensive network of 
offices and branches abroad, 
covering the world's key 
financial centers. 

We're here to help you with 
information covering any and 
all of Brazil's main exports 
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modem aircraft, quality shoes, 
household appliances, textiles, 
medical-hospital equipment, | 
diverse technology ... and 

much more 

Want a good deal on your 

Brazilian investment? Look 

for the man with the Banco 

do Brasil emblem in his lapel 

He knows what it's all about 
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"ve put you on Sabena" 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 

nearest Sabena office 

has all the details. 


IMPACT-FCB Belgium SMM/019 








If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 













When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 







At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review reqular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 

















If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 










Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 
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Taipei changes the ground rules in an effort to 
liven up its unbalanced and becalmed market 


By Andrew Tanzer 
Taipei: Government measures to stimu- 
late trading on the ailing Taiwan Stock Ex- 
change (TSE). announced in mid-June, 
have led to the weighted price index jump- 
ing 30 points to 466 as of July 12. But 
analysts agree the effect will be short term 
and that a lasting recovery is improbable 
until economic fundamentals improve sig- 
nificantly. Meanwhile, there is mounting 
pressure from within and outside the gov- 
ernment on the Finance Ministry to carry 
out a thorough reform of the under-de- 
veloped securities market, including 
opening the market to Overseas Chinese 
and foreign investment 

The Securities and Exchange Commis- 
sion (SEC) adopted the stimulative mea- 
sures to arrest the market's alarming 
downward spiral, From June 1981, when а 
prolonged slump began, to June 15 (the 
day the measures were announced), the 
weighted price index fell from 600 to 436, 
its lowest point since 1977. Over the same 
period, the market value of listed shares 
declined from NT$221 billion (US$5.82 
billion) to NT$199 billion 

The government took action not so 
much out of concern for institutions in- 
vested in the stockmarket (which is in fact 
dominated by individual investors) as for 
the companies listed. With nearly 40 of the 
108 companies' shares selling at or below 
their par value of NT$10, a number of 
firms were drawing down on working capi- 
tal and pouring money into the, market in 
an attempt to bolster their share prices. 

The main factor behind slumping share 
prices is the sharp business downturn. Be- 
tween January and June, Taiwan's exports 
grew only 0.4% in nominal terms over the 
corresponding period a year earlier. to 
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US$10.8 billion. And exports represent 
more than 50% of Taiwan's gross domes- 
tic product. According to one bank's cal- 
culations, profits of listed companies were 
off an average of 50% in the first quarter 
of 1982, with nearly a third of the firms los- 
ing money during the three months. A 
case in point is textiles, the island’s largest 
export industry. Of 27 textile firms listed 
on the stock exchange, 13 lost money dur- 
ing the quarter. As a group, the textile 
mills lost NT$285 million. 


үү" export growth slowing. rapidly, 
manufacturers are lobbying for a ma- 
jor devaluation of the New Taiwan dollar, 
which has appreciated some 20% against 
various European and Asian currencies 
over the past 18 months (the NT dollar ex- 
change rate is determined by a managed 
float, with five commercial banks meeting 
every morning to adjust the rate according 
to the supply of and demand for US dol- 
lars). Thus far, the banks and their central 
bank overseer have resisted pressure to 
devalue the currency formally, though the 


value has depreciated by about 3% this | 


year to the current. NT$39.34 to USSI. 
With steady progress being made on the 
inflation front — consumer-price inflation 
has plunged from 16% іп 1981 to an an- 
nual rate of 6% in January-June this year 
— the central bank is unlikely to permit 
more than minor tinkering with the ex- 
change rate. 

The common thread running through 
the SEC's five stimulative measures is that 
they encourage buying of stocks and 
lessen selling pressure. The measures are: 

» Stock purchasers can now obtain up 
to 70%- financing or a maximum. of 








NT$800,000 from Fuh Hwa Securities Fi- 
nance Co. (the stockmarket’s only special- 
ist financing firm), compared to the previ- 
ous ceiling of 60% financing or 
NT$400.000. The term of the credit was 
lengthened from three to six months. This 
step is designed to encourage buying on 
margin, because the investor can now put 
up a margin deposit of only 30% and has 
twice as long to settle his account with Fuh 
Hwa. which keeps the shares us collateral 
for the credit. 

» The margin required for short selling 
(a practice which exerts downward pres- 
sure on prices) has been raised from 60% 
to 100% and the financing term reduced 
from three months to one month. This 
measure effectively removes any incentive 
to short sell. 

» Banks will be allowed to extend loans 
to stockmarket investors at least until the 
end of this year. The SEC previously had 
ruled that the three commercial banks 
permitted to extend loans to investors for 
margin purchases must terminate this 
business by July 1, thus turning over all 
securities. financing to Fuh Hwa. The 
deadline was extended to alleviate selling 
pressure (an estimated NT$1.3 billion of 
bank loans is still outstanding). 

» The SEC annulled an earlier ruling 
that Fuh Hwa suspend financing for pur- 
chases of shares of listed companies whose 
after-tax profits fell below 6% of paid-up 
capital in’ 1981. or whose stock price 
traded at below par value for three con- 
secutive trading days. The original regula- 
tion, announced on June 1, caused intense 
selling pressure of shares of more than 20 
companies affected by the ruling. 

> State-owned banks will be encour 
aged to buy shares of those companies the 
SEC deems sound but whose shares are 
underpriced. Analysts say this measure 
has already given a strong psychological 
boost to investors even though it will not 
be fully implemented in practice. 

For one thing. banks believe the risk in 
the market is higher and the returns lower 
than for commercial paper. For another, 
banks’ budgets must be passed by the pro- 
vincial assembly, which is wary of banks 
investing heavily in the securities market 
for fear of links between the banks and 
companies becoming too close and the 
banks' pool of lendable funds being re- 
duced. One major bank chairman pointed 
out that the banks would be placed in an 
invidious position over the selection of 
which stocks they invest in. Thus far, only 
the state-owned Central Trust of China, à 
banking and trading firm, has heeded the 
government's word. 

Although a weak economy is clearly the 
major force behind the prolonged market 
slump. market analysts cite other factors. 
Too many listed companies have raised 
capital every yearby issuing more stock, 
creating an imbalance between supply and 
demand. 

Market manipulation and corruption, 
always problems, have been particularly 
rife this year, damaging investors’ confi- 
dence. The market is small and thin, 
which leaves it particularly vulnerable to 
manipulation. Company directors, often 


past y s bee M 
wracked by scandals. Two cases in recei t| 
| nesses in the securities market. One of 














months concern Kuoyang Con 


Co. and Hualon, a large synthetic fibres 


maker,. both . listed . companies. Ih 
Kuoyang's case, the former chairman-ot 
the company is alleged to have siphoned 
off NT$100. million. of the: company's 
money through bogus transactions. Їп 
Hualon's case, the general manager, Yen 
Hsi-chien, bought- 10 million shares of 
another ‘company, China. -Manmade 
Fibres, without the approval of Hualon's 
board of directors.. He paid’ NT$10 а 
share, the par. value, when the market 
price was only..NT$8.5, losing Hualon 
NT$15 million. Yen is also chairman: of 
China Manmade Fibres. : 

Many observers point to lax inspection 
and enforcement of laws by. the SEC as the 
reason’ market manipulation and corrup- 








89050 860. [orem 
Сааса 09552.00 - 
__|09815.50 | 052850 | 0585200 _ 
Т [usssaso [05907 оо [чзызоо 


+ | ¥5850.00 | ангы `¥ 18500.00 
[ено рано | ,M$100.00 
Я — [sss ssn во 
[issis] usss [USES 00 
|99000 |5610) = : 5970000 
e eem. US$44.00 
prica | US$21.50 | 055950 [05872 
ees MN A$50.00/ 
NZ$19.50 | NZ$35.50 | NZ$64.50 


£3800. 



















the SEC itself. 
There is some reason for optimism. The 





ying, a highly regarded tax expert, who 








US§25 50| uS$47.00 | usses.o0 Sien-ta, who was widely seen'as ineffec- 
2d | tive. According to many accounts, the 
SEC is understaffed in terms of numbers 
and talent. One of Pai's first moves was to 


hire 13 new staff, including a number of 























es plus the Asia Yearbook 


ke the Asia Yearbook part of your Review 
iption. Simply-tisk the relevant space іп. | 

coupon below and automatically receive the.. 

arbook. It gives you Asia minus the mystery. 

us the myth. A country-by-country survey of 

а. Everything from Finances & Currencies to 

tics: and Social Affairs. ae ‘only single 

edium of its kind.. 


*: Soft cover US$13.95 or HK$79:50 (or the 
ivalent іп local :cürrency). "Add © the 
fearbook cost to your subscription rate shown: 
bove, and send.the total, with the completed 







By Paisal Sricharatchanya 
Bangkok: Thai stockbrokers are express- 
ing relief at news that the Stock Exchange 
of Thailand (SET) board has at last picked 
a new manager. The post was left vacant 
— and {һе market left to drift without 
clear direction from the top — after 
former manager Paiboon Wattanasiri- 
tham resigned in frustration because ће 
could not make a positive contribution to 
improving the long-depressed market. 
But the appointment of Sirilak Rata- 
nakorn next month is not necessarily 
a cause for rejoicing: she will be tackling 
the very problems that the exchange 
under Paiboon's leadership was unable to 
solve; the difference is, the need for a sol- 
ution has acquired added urgency. 
Sirilak's background — bachelor's de- 
grees in accountancy and economics from 
Bangkok's Thammasat Uhiversity and the 
London School of Economics, respec- 
tively, plis an outstanding career at the 
Government Savings Bank — are impres- 
sive. There is little doubt in investment 
circles here that she will quickly come to 
grips with the myriad problems, solutions 
to which have largely been formulated, 
and is thought likely to initiate new ideas, 
However, the key to success may lie in her 
bilit convince the олии апа 
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tion continue to flourish: Indeed, the local . 
press has called.for a thorough reformi of 


SEC has a new commissioner, Pai Реі- | place for short-t 


took Over the reins on June I from Yu. 









P mp. 
rrecting. stru tur Lweak- 


Раѓѕ major. tasks. will be to encourage 
more of Taiwan's big and better firms to 
list their shares on the stock exchange. At 
present fewer than a third of the island's 
254 big companies (paid-in capital over 
NT$200.million) are listed. 


here are various reasons for not listing 
shares: aversion to public disclosure, the 
requirement to hold public stockholders" 
meetings and the possibility of losing con- 
trel over the company. A local saying is: 
“Good companies don't enter the market. 
Only bad companies ent d 
The phrase is an exagge 
true that many firms are loath to "share 
the wealth" when they are making money. 
Perhaps an even more daunting task is 
to encourage more institutional invest- 
ment in the securities market. This in- 
volves nothing less than transforming so- 
ciety's basic. con ept ‘of the market as a 












gard for long-term investment. ' 
ernment: officials: have: called the TSE. a 
gambling: den. Individual investors: ac- 
count for 54% of the total stock holdings 
by value and-for 9996 of trading volume. 

n this context, the ministry has decided 
rinciple to open the stock exchange to 














SET for changes 


Thailand's stockmarket may see more action if 
the exchange's new manager has her way 


parliament — to implement legislative 
changes quickly to get the market out of its 
three-year doldrums. 

High on the priority list is a proposed 
amendment to the Revenue Code to bring 
dividend tax to a uniform rate with. the 
12.5% withholding tax on bank deposits. 
and finance-company promissory notes. 
Although the previous 15% dividend tax; 
which was considered unfair to stock in¬ 
vestors, was abrogated last year, the pre- 
sent syster under which investors calcu- 
late tax on an escalating scale (either sepa- 
rately or by adding dividend income to 
other. income). is cumbersome and 
amounts to an investment disincentive. 
Brokers have argued that a flat rate will 
not only be more fair to stockmarket in- 
vestors vis-a-vis depositors, it will also 
simplify tax alcu al ation and assist the gov- 

enti 










requires و‎ ap- 
proval i advance, which can be time-con- 








; in such cases the govern- 
wered to introduce a royal . 
mediate ch : 
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foreign investment. “An 
capital would boost share prices ‘and the 
European, Japanese and American in- 
Stitutional investors the market is ex- 
pected to attract could provide-expertise 
and training for local investors. 

Although there is intense pressure from 
investors and economists (and the press) 
to open the market to foreign investors, 
the government is taking its time mapping 
out a comprehensive plan. The Finance 
Ministry wants to ensure that this open- 
ning will not cause volatility and excessive 
speculation. This implies that foreign in- 
vestment will have to stay in the market 
for a while before repatriation of gains — 
but not for so long as to drive away poten- 
tial investors. At first the ministry was 
considering the Japanese model — direct 
investment in the stockmarket — rather 
than the South Korean one — indirect in- 
vestment through trust funds — but some 
sources say the ministry is now studying 
Seoul's example more closely. 

In April, the ministry forwarded a pro- 
posal to the Council for Economic Plan- 
ning and Development, but it was sent 
back for more details on foreign-exchange 
controls and safeguards against share- 
price fluctuations. Most sources believe 
the market will not be opened until next 
year. It could be longer than that if some 
economie planners have their way and 
force an extensive overhaul of the sec- 
urities market before inviting foreign in- 
vestment. 
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probably choose the short-cut route. 

-Owing to a combination of lack of pub- 
lic confidence in stockmarket investment 
since the 1979 market crash, various disin- 
centives, plus the general economic slow- 
down, the Thai stock exchange has gener- 
ally failed to serve its role in capital 
mobilisation. Given high interest rates on 
corporate borrowings prevailing since last 
year (banks' prime rate now is 17.5%), the 
79 listed companies would have been able 
to obtain relatively cheaper funds through 
new share issues had market conditions 
permitted, Dividend costs average about 
15% in the banking sector, which has re- 
corded the steadiest earnings. and fluc- 
tuate sharply at lower averages in most 
other sectors. 

As important as the proposed dividend- 
tax change is the need for the new man- 
ager to push through a series of long-pend- 
ing proposed amendments to the 1975 
SET Act which will effectively restructure 
the stock exchange's organisation to en- 
sure efficiency and to clear up the legal 

ambiguity surrounding the exact role of 
stocks as assets (REVIEW, May 14). Un- 
like the dividend issue, which can be rec- 
tified by royal decree, changes to the 
stockmarket law, which have been pend- 
ing since last year, have to be approved by 
Coburn Such approval is unlikely to 
forthcoming until next yeaf since parli- 
ament's annual ordinary session' is due to 
recess at the end of this month; moreover, 
the government has yet to officially ap- 
prove the amendments. Without them, no 
| great improvement is likely, it isfelt. Шш 
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Sweet and sour 


Japanese electronics manufacturer 
Sanyo Electric Co. has reported a dull 
six months to May 31, with profits 
dampened by higher taxes and slow ex- 
ports. But another manufacturer, Mat- 
sushita Electric Industrial Co., did well 
over the same period, benefiting from 
brisk demand for its video tape-record- 
ers and industrial equipment. 

Sanyo's net profit grew to ¥12.3 bil- 
lion (US$48 million), just 4.3% upon the 
same period last year, while sales were 
up 6.7% to ¥369 billion. A slowdown in 
exports, especially of audio equipment, 
curbed sales growth (exports made up 
54% of total sales). But domestic sales of 
air-conditioners and vending machines 
were buoyant. The company faced a rise 
of nearly 30% in taxes, The dividend was 
unchanged at ¥3.5. For the current six 
months Sanyo expects to do better 
thanks to the weakness of the yen. 

Meanwhile, Matsushita reported that 
its net income rose 9% to ¥43.1 billion 
during the period. Sales increased 8% to 
¥ 1.2 trillion. Net income per share de- 
clined from ¥27.87 to Y27.39. The de- 
cline resulted from a free one-for-10 dis- 
tribution of shares last November as well 
as conversions of debentures. An in- 
terim dividend of ¥5 was declared, un- 
changed from the year-ago period. 

— KAZUMI MIYAZAWA 


Hsin Chong advances 





Hongkong-based Hsin Chong Holdings, 

a civil engineering and property deve- 
lopment company, has reported a 144% 
rise in net profit to HK$101.5 million 
(US$17 million) in the year ended Mar. 

31. It benefited from the stable cost of 
labour, fuel and construction materials 
during the period. A major portion of 
the profit was generated by construction 
and civil engineering works. Extraordin- 
ary gains contributed another HK$8 mil- 
lion to the figure, boosting the total to 
HK$109.5 million, compared to the pre- 



















vious yea r's HK$114.8 million, which in- | 
cluded ап extraordinary profit « j^ 
HK$73.:5 million. The final dividend of 
16 HK cents takes the total to 22 cents, | 
an effec tive increase of 12095. srt 

— A CORRESPONDENT | 


Strapped watches 


Lap Heng Co., a Hongkong watch re- | 

tailer and manufacturer with interests in | - 
property development, fared poorly in | - 
the year to Mar, 31. Net profit was down | — 
to HK$39 million (US$6.6 million), 
compared with HK$54 million the year 
before. The company said it was ad- | — 
versely affected by the world economic | 

slow down and keen competition in the | - 
watch trade. The final dividend of 20HK | — 
cents brings the year's total to 40 cents. | — 
compared with 50 cents previously. 


= x CORRESPONDEN PIE 
Sipeedy Metro 


Metro Holdings Ltd, a Singaporean con- · 
su mer-goods retailer, reported a 57% 

gain in group pre-tax profits forthe year | _ 
ended Mar. 31. Income rose to $$20.7 | - 


nnillion the previous year. Turnover, | 
68% of which was from Metro's retailing 
outlets, rose 32%, to $$245.4 million. | 
IMetro's retailing outlets are owned by | _ 
the company's 50%-held subsidiary, | — 
Transmareo, which reported pre-tax |. 
profits of $$5.4 million. When Trans- | 
marco went public earlier this year in- 
come was forecast at $$4.9 million. 

The company attributed the year's. 
gains in part to its diversification into | ipi 
business equipment, which accounted f 
for 5.3% of revenues the previous year, | 
when retailing took up 80%. The com- | 
pany also closed one unprofitable outlet | 
and purchased the premises of another | K 
in part through a share issue last. 
tember. Group profits attributable to m 
shareholders after deductions for minor- - 3 
ity interests were reported at S$10.2 mil- | |; 
lion, a gain of just over 50% from the | - 
previous year. A first and final dividend | - 
of 12% on enlarged share capital of | 
$$25.1 million (from S$15.1 million) has. 
been proposed. — PATRICK SMITH. 


Not quite black 


Black Mountain Inc.. a small Philippine | z 
mining company which has been in the | 
limelight of late because of its involve- |. 
ment in a three-cornered fight for a cop- p 

r property, incurred а net loss of. 
P18.97 million (US$2.3 million) last | 
year, a deterioration from the preceding |. [ 
year's deficit of P1.54 million. It re- 
ceived an average 70.05 US cents a Ib 
from buyers of its copper product in 1981 | 
compared with 90.8 cents in 1980. Black ' 
Mountain sees the controversial King. | 
king property in Pentukan, southern 
Philippines, as a new revenue source. 
However, its contract to develop King- | 
king is being challenged.— t EO'GONZAGA 
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'newed hopes of lower United States 
ntérést rates served as a tonic for re- 
arkets in the period to stuly 12. 
yas’ particularly marked in 
ustralia and Tokyo, which 


Temained unconvincing, 
ер economic prospects con: 


narrowing to just 12.6: mile 
he market weakened арап. 
ndustrial Index slipped. 44.64 
1,364.32, making an overall de- 
nearly 12% in.nine straight weeks 
€.close on July 8 of 2,336.59 











an то апу improvement in depre- 

l conditions; Activity on July 12 
vened by heavy trading in Dunlop 
the target of a bid launched the 
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same day by Pegi. Dunlop put'on 30 М 
cents (13 US cents) on July 12 alone. 


Singapore | 

The market again. tumbled, reaching 

point nearly 13% down from its mid-May 
high of 783 on the Straits Times Industrial 
Index. Gains in. the final session 
minimised losses on the period. The un- 
weighted Straits Times Index closed the 


‚ period at 693.70, for a week-to-week loss 


of 5.58 points. Тһе weighted Fraser's In- 
dustrial Index. gained marginally in the 
same period, ending at 4,027.52. Volume 
was again depressed. staying below 4 mil- 
lion shares in all but two sessions. But it 
reached 4.4 million shares on the final day 
of trading, when prices rose sharply in 


sympathy: with à rise in other regional 


markets. . | 
Hongkong 
The market saved its strongest: perform- 
ance for July 12, the last day of the period. 
On that day, the Hang Seng Index put on 
42.12 points. its biggest one-day rise in 
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months. to close at 
1,293.98, compared with 1,266.71 a week 
earlier. The gains were fuelled by news 
over the weekend of a larger than ex- 
pected drop in the American money sup- 
ply. which gave rise to hopes of lower in- 
terest rates. Before the news broke, th 

market had been weak. | 


New Zealand 


The market remained quiet and steady as 
the effects of the wage/price/dividend 
freeze were digested. The drop at the end 
was in response to a July 12 report that 
market opinion suggested prices would 
fall further. The committee set up to ad- 
minister the dividend freeze is hearing ap- 
peals by companies which had already an- 
nounced bonus issues and: dividend in- 
creases. The committee decided not to re- 
veal the critetia it will use. To date ap- 
provals and refusals are about equal with 
prices of the stocks involved responding 
accordingly. The uncertainty created ad 
to that already present over the budget 
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still probably due on July 29. 
Australia | RUE 
The market dived-during mid-week to a 
three-year low, then in a quick turnabout 
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shot up strongly on July 12, the last day of 
the period. The recovery was fuelled by 
hopes of softening American interest 
rates, improved performances on Wall 
Street and higher gold and copper prices. 
It put back 10 points on the Australian 
All-Ordinaries Index, but the barometer 
still closed at 455.9, down from 460.7 a 
week earlier. Pushed into the back- 
ground, at least for the time being, was the 
economic gloom which on July 7 and 8 de- 
pressed the index by 14.5 points. 


Seoul 


The market retreated on a broad front and 
trading was down to an average 9.3 million 
shares daily. Stockbroking sources put the 
blame on a government plan to ban 
anonymous dealings, a move which would 
inhibit price manipulation, which has 
been a regular feature of the market. At 
the same time, central bank forecasts have 
indicated the recession will continue for 
some time. The composite share price 
index closed at 166.7. 


Tokyo 


A stronger yen in London and New York 
as well as lower American interest rates 
sparked a 113-point rally on July 10, 
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Foreigners appeared to be net buyers after 
a long period of selling. On July 12, the 
market was mixed on substantial volume, 
closing at 7,146.69 on turnover of 220 mil- 
lion shares, up about 60 points for the 
period. Pharmaceuticals, which had been 
a leader in the July 10 rally, weakened on 
July 12. Green Cross shares were sold 
down sharply after the company denied 
any wrongdoing in obtaining information 
in the United States. 


Taipei 


Two conflicting factors balanced out the 
market. The Securities and Exchange 
Commission (SEC) accused the chairman 
of General Fabric Co. of illegal market 
manipulation and took. him to court. Some 
analysts said this may signal a new tough 
line on corruption under a new SEC chief. 
On the positive side, bank interest rates 
were lowered by 1.25 percentage points. 
The average weighted price index slipped 
four points to 464.99. Average volume fell 
sharply to NT$392 million (05910 mil- 
lion). 


Bangkok 


Improvement at the cement and bank 
boards helped to boost prices marginally 


despite generally dull trading for the rest — 
of the market. Buying interest was fo- 1 
cused on Siam Cement amid speculation | 
of an interim div idend payment in view of i 
the company’s improved performance 3 
during the first half of this year. Average _ 


daily turnover was Baht 3.7 million 
(US$160,000) while the Book Club Index 
posted а 0.24-point gain to close at 
92.76. 


Manila 


Conditions were sdi sluggish initially ФЕЯ 
only Philex Mining ‘could generate a value | 
turnover in  exoess of — P200.000: 

(US$23,800). The s pudding of a second 1 





exploratory well in ,Linapacan off north- 
west Palawan, howe ver, sparked interest 
in selected oils since t he first drilling in the: 
area was rumoured to be successful and — 
the exploratory well h ad to be plugged Бе 

cause of intense gas pressure. The two ex- 
changes traded а combined 709 million — 
shares worth P 16.9 million. | 
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here are countless places throughout 
India where the echoes of the British 
Raj are still very loud: from hill stations 
like Ootacamund to the very heart of 
New Delhi itself, where the Indian Gov- 
ernment sits in style in the setting of im- 
perial fantasy desighed by Sir Edwin 
Lutyens in the twilight of the empire. 
But the strongest echoes of empire 
come from two places — one never held 
by the British, the other not since 
1816 — both of which remained colonies 
long after the British had departed. 
These are the French enclave of Pondi- 
| cherry, on the east coast south of Mad- 

_ ras, and Goa, which was — and still 
looks like — a corner of Portugal tucked 
away on the west coast, 

The French defeat at Dien Bien Phu in 
1954 sealed the fate of Pondicherry and 
three other tiny French enclaves on Indi- 
an soil. They were no longer needed as 
| fuelling and recruiting bases for the 

French Indochina empire. So the French 
downed their last cognacs and handed 
| Pondicherry back to New Delhi on No- 
—] vember 1, 1954. 

- . But though the spruce “White Town" 
of Pondicherry — separated by a smelly 
_ | open drain from what older French resi- 

| dents still call the "Indian Town" — is no 

| longer the thriving, French community 
| that it was in 1954, it is, oddly enough, 
- | growing. There are now 15,000 French 


citizens in Pondicherry compared with 


+ only 1,000 in 1954. Now, however, the 
_ overwhelming majority of them are Indi- 
| ans, living on what are by Indian stand- 
` ards fabulous pensions from the French 
for previous government service. 

Pondicherry is now firmly part of the 


` | Indian administrative mainstream and 


the Indian judicial system has been ex- 
tended to it. But French is still taught in 


— | schools and is a secondary administra- 


| tive language. Even the policemen's uni- 

|" forms are based on that of the French 

- | gendarmerie, rather than the British co- 
| lonial police as elsewhere in India. 

The people of Pondicherry, too, are 
still serving the French — often joining 
the French army at the age of 18 and re- 
| tring at 33 to Pondicherry. The Franco- 

. Indians vote in elections for the French 

| parliament. French studies and 
| | French language teaching are 

kept alive in Pondicherry through 

French Government àid. And the 

tricolore still flies over Pondi- 

cherry — at the imposing French 
| Consulate-General. 
_ Another sign of the French 
| presence in Pondicherry is the 
number of Chinese and Vietnam- 
ese restaurants dotted around 
the town. For there is a thriving, 
though small, Vietnamese com- 
munity, formed from intermar- 
riage between Vietnamese girls 
and soldiers serving with the 
French army or clerks employed 


X vr ERES T MS 
own square in Goa: a crisis 


by the French Government in Indochi- 
na. 

And there is one other aspect in which 
Pondicherry is more French than Indian. 
In 1978, Morarji Desai, then prime min- 
ister, made an indiscreet remark about 
ending Pondicherry's separate identity 
— effectively merging it with the state of 
Tamil Nadu which surrounds it. The pur- 
itan governor-general who ruled the ter- 
ritory on New Delhi's behalf followed up 
by enforcing prohibition — long in force 
in Tamil Nadu. This, of course, is unfor- 
givable to anyone with a French, or even 
semi-French, background. Serious riots 
ensued, 

The ban was lifted and even today Eu- 
ropean travellers arriving at a Pondi- 
cherry hostelry like the Grand Hotel de 
l'Europe after some time spent in the dry 
state of Tamil Nadu are cheered beyond 
belief to see wine — Indian wine — on 
the dining-room tables. 


Me: than 300 miles away across the 
Subcontinent, the transition of Goa 
to Indian rule was not so happy. There, a 
swift Indian military attack was needed 
to oust the Portuguese from their 451- 
year-old colony, and 20 years after the 
event Goa is still trying to overcome a 
crisis of identity and join the Indian 
mainstream. : 

The Indian takeover came in 1961, 
when the Portuguese dictator Antonio 
Salazar was still in power, and Lisbon, 
anxious to hang on to a possession which 
had been one of its richest as well as a 
major commercial centre, ordered its 
garrison there to fight to the last man. 
The local commander refused, surren- 
dered and sailed home with his men. But 
there was a legacy of bitterness. India 
and Portugal did not open diplomatic re- 
lations until after the leftwing revolution 
in Portugal in the mid-1970s. 

Many Goans opted for Portuguese or 
Brazilian citizenship after 1961. Many 
who had. been working abroad came 
home to find they could not adjust to the 
new situation, so they emigrated to Por- 
tugal, Canada or Australia. For those 
who remained — the present population 
is under a million — things were not 


gin * 


easy. They found it difficult to adjust to 
English as the official language and 
teaching medium; they found it hard to 
accept new systems of law and jurispru- 
dence, and, as highly Westernised peo- 
ple, they found it difficult to find their 
level in the Hindu middle-class éthos 
that dominated Indian life. 

In 1967, an opinion poll was held un- 
der pressure from adjoining Maharash- 
tra state to ascertain whether the Goans 
wished to merge with Maharashtra or 
stay distinct administratively. As was to 
be expected, the Goans rejected a 
merger. Their identity is assured and 
Goa is administered directly by the fed- 
eral government. 

But poverty and unemployment ob- 
taining in the rest of India is spilling over | 
into Goa. Industries have sprung up with 
outside capital, brmging with them 
cheap labour from outside; with the 
cheap labour come squatters and slums. 
Before 1961, there was no destitution in 
Goa. Everyone had a home, even if it 
was a thatched hut, but there are shanty ' 
towns now. Political corruption was un- 
known in the past; now it is a part of 
Goan life. A nouveau-riche class has 
come into being as a result of corruption. 
The administration is dominated mainly 
by northerners whose demeanour the so- 
phisticated Goans resent. 

Goa still feels nostalgia for the bygone 
days, even if its loyalty to Indía is beyond 
question. In the Portuguese days, all the 
foreign remittances into Goa. belonged 
to Goa and it could meet its consumer 
needs. Now, with the oil boom, at least 
30,000 Goans are emploved in the Gulf. 
There are other remittances, but every- 
thing is part of the national pool. Goans 
have to make do with whatever is avail- 
able to other Indians. Tourism has 
brought apparent prosperity, but most 
hotels and tour operators are from out- 
side. In reality, the industry has only 

made life costlier for the 
Goans. Unemployment, pollu- 
tion and inflation from the rest 
of India are spilling over into 
Goa. 

Portugal, having lost all its col- 
onies except Macau, should have 
no special reason for bitterness 
over Goa. Former foreign min- 
ister Andre Goncalves Pereira, 
himself the son of a Goan, does 
not see much point in brooding 
over the past. The Goans, he 
feels, should look to the future 
rather than be sentimental over 
the past links with Portugal. · 

d — MOHAN RAM 
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A touch of dissent CALCUTTA ~700 


Simon Leys says at the conclusion of his 
review of my book, China’s Intellectuals: 
Advise and Dissent [REVIEW, May 28], 
that "either this reviewer did not under- 
stand what she attempts to do in her book 
or we are not observing the same China." 
We were both observing the same China, 


but — as Leys suggests — he did not. 


understand my book. I stated in the first 


few pages that I was dealing witha form of | 


semi-official . dissent. that has existed 


throughout Chinese history. Groups of | 


highly placed intellectuals with connec- 


tions to factions in the political hierarchy . 


have periodically been allowed to express 
themselves politically because their views 
overlap with those of political factions. 
They are political surrogates who. debate 


doors. I argued that an example of this 
phenomenon was in the early 1960s, when 
groups of relatively liberal intellectuals as- 
sociated with the party bureaucracy con- 
tended with radical ‘intellectuals : as- 


| sociated with Mao in the national media: I 


saw no point in going back over ground 
that has been covered so well and in such 
detail. 

„i Leys’ criticism of my argument that. 
Mao and the Gang of Four were not al- 
ways in. agreement betrays a simplistic 


-view of Mao and of the very complicated 
. political scene of the late 1960s and early 


1970s. Although intellectual groups were 
allowed to express the views of their politi- 
cal patrons, almost invariably they came 
into conflict with those patrons who were 
more constrained by political considera- 
tions. As the radicals and the Gang of 


. Four continued to uphold Mao’s re- 
volutionary goals, Mao was forced to re-: 


treat from those goals because-of the poli- 
tical anarchy, economic mismanagement 


гапа military pressures that developed dur- 


ing the Cultural Revolution. Thus, in the 
early 1970s, Mao allowed the gradual re- 
turn of the party bureaucracy including 


‚ Deng Xiaoping, the opening to the United 


States and the importation of Western sci- 








tainly, their scholarship was d 
vulgarised for political purpose: 
is in line with part of traditional 
well as communist intellectual p 
Finally, Leys criticises me fi 
gentle with my fellow sinologis 


, mained silent while China's int 
Were persecuted. Specifically, he« 
me for not naming names and desc. 


how the. more influential. sinolo 
pressed the few who tried to di 


issue. Sadly, Leys wasa 


treatment in Europe. Howe 
unfair of him to take out: 
because I have also spoke: 
repression of intellectuals. M. 


issues in the public arena which the politi- | . 
cal factions cannot resolve behind closed | 


caused by ope 
ing and name: 


Since both of ush 
with the same issue he tragic 
China's intellectuals 1 find Leys’ : 
on me mystifying. 
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| A trade-war peace рі 


Japan's phenomenal success 
P 


. tional trade [rocus, КЕМЕ 


especially vis-a-vis the Westerr 
raised many questions which’ 
analysed more: accurately tha 
ence to Japanese dynamism a 
logical superiority. True; Jap 
mism and technological effi 

given it an edge over its Weste 
parts. But when such superio 


“against major economic partne: 


sequences: have serious implication 
the Japanese themselves. 

By producing motor ca 
mically and efficiently, Japan can pi 
manufacturers in Europe and the 
States out of action, but i 
from such.an eventuality о! 
all economic realities. Nations hav 


ence and technology. These policies could 
not have been implemented without 
Mao'ssanction. but they were vehemently 
ppposed by the Gang of Four. Moreover, 
Mao was inevitably at loggerheads with all 
who emerged as “close comrades in 
arms,” whether it be Liu Shaogi, Lin 
Biao, Chen Boda, the Cultural Revolu- 
tion ideologues or the Gang of Four. 
Leys also criticises me for placing the 
Gang of Four in the Chinese tradition of 
political-intellectual dissent. He claims 
they are more comparable to the infamous 


to war in the past when their market 
self-interests have been threa d 
surely the Japanese themselves di 
same during World War II. 

To avoid such an eventuality the Jap 
ese must know that purely econor 
logic does not hold good in our imperf 
world... Moreover, one must not sell 
someone if one has nothing to buy | 
him. Japan's aggressive export drive 3 

‚ sooner or later bring about massive re 
atory measures in spite of all lip- 

- thé virtues of free trade, competitive 
and fair play. Here is my advice to the 
anese: Sus 

» Try to limit export of "coa 
castle" (cars to the US, cameras 
Genny). : 


Manager — Int'l: Elaine Goodwin 


iU , every Friday in since 1946. Al Rights 
© (zliki Rees Led Hongkong, 
К Morber fhe Audi Bureau of Саас 


wm UEM Eie: 
byte rni ai d lex: 62407 REVAD: HX. 
1 i. Advertising arid. Circulation). 








This announcement appears as a matter of record only. 


HOLDINGS 
LIMITED 


MIM. HOLDINGS LIMITED 


` Shareholders Issue of 55,838,690 shares 
at $2. 25 to raise $A125,637,052 


38 513,473 shares offered to public: shareholders 
ee to raise $A64, 155, 314 underwritten! by | 


(Members of The Siock Exchange of Melboume Limited 


. Arrangements for the sale to Australian institutions 
(who then committed to subscribe) of 24,805,741 rights 
from the АЗАВСО Incorporated entitlement to the issue 
handled by 


POTTER PARTNERS ` 


Brokers to the Issue 


Corser, Henderson & Park 
- Lance dones & Co. 
| Newitt Draper ОЕ ar Corrie & Co. 


Xr (Members of The Brisbane Stock Exchange Limited) : 


| throughout 





pared to 


_ growth has been margi 


» Japan should ‘give: 
developing countrie 
Asia, where po 
ment are the ord 
ural partners shoul 
rather than far-of 
America: Surely: Ji 
the US as th 


Geneva 


the- so-called Jap 3 : July. 
2}. A strong: i now running. 
often show 
extraordin y : 5 


эре out th | 
infringemen 
lations are often m 
Thong is no deny 
: orporate commun 
all that: 
a 


| growth has 


ed by introducti 
de from fore 


The latest incident sounds like 


warning against such an attitude on | the | 
| part of the Japanese corporate society. 


The incident is truly a regrettable one: 
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the Soviet Union are natural 


partners, one with industry and money to 
spend, the other with vast natural resources. 
But there are formidable barriers to the develop- 
ment of the relationship. To the suspicion with 
which Japan has traditionally regarded "the 
menace from the north" has been added the 
Northern Islands territorial dispute and more re- 
cently the spill-over into Japan-Soviet plans for 
Siberian energy development of United States 


sanctions on the proposed Siberia-Western 

Europe natural gas pipeline. The pipeline 

crackdown did not apply specifically to Japan's involvement in the 
development of Sakhalin oil and gas, but it is specific in its aim of 
limiting high-technology development of Soviet energy. Tokyo cor- 
respondent Hikaru Kerns examines the extent of Japan-Soviet co- 
operation and the many-faceted obstacles to increased cooperation 
Pe 43) and analyses the countries' trade links and prospects 
ge 46) as well as explaining the historical background to a new 
icing-up in relations (page 49), while Moscow correspondent David 
Martin provides an insight to the Soviet view of the relationship 


(page 50). 


Page 8 

Australian Labor Pa 
Hayden defeats Bo 
leadership challenge — which 
dove spark a snap general elec- 
tion. 


leader Bill 


9 
President Ronald Reagan comes 
up with an offer on Taiwan that's 
hard to refuse — both for Peking 
and his party's Right. 


Pages 11-13 

Vietnamese Foreign Minister 
Nguyen Co Thach faces the chill 
in sunny Singapore. Meanwhile, 
the United States gets limited 
support for its claims about 
biochemical warfare in Indochina. 
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change 
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Page 24 
Melanesian pro- 
independence fig- 
ures dominate a 
new local govern- 
ment in New 
Caledonia follow- 
ing the collapse 
of the old admin- 
istration, but a 
Gaullist, busi- 
nessman Gaston Flosse, takes 
the helm in French Polynesia. 


3n 


Page 26 


July 23, 1982 


Page 26 

India's one-man union phenome- 
non Datta Samant keeps a 
marathon Bombay mill strike 
going. i 

Page 40 

The World Bank switches more 
funding to the United States and 
moves towards commercial-rate 
lending, creating a wealth of un- 
certainty for the many countries 
relying on its largesse for their 
development plans. 


Page 41 

Pakistan's bid to increase private 
investment in industry faces 
major difficulties. 


Pages 56-57 
While many 
Philippine copper 
mining com- 

anies have fallen 
nto pits of trou- 
ble, Philex keeps 
tunnelling on- 
wards, aided by a 
useful by-product 
— gold. 


Page 58 

Dunlop's move out of Malaysian 
tyre-making is criticised as cost- 
ing the local buyers too much. 


Speculation mounts that Moscow | Page 60 


may be preparing major changes 
in Afghanistan — including 
dumping President Babrak Kar- 
mal; who is said to be ailing. 


Business Affairs 


Finance: World Bank at the 
markets mercy ______mu = A 
Economies: Pakistan's obstacle course 41 
Cover story: A Siberian outfall in 
meet SN aS 
Politics hides the riches of 
Moscow's ‘Treasure Island’ 
A chillier wind blows in from 
the north 
Tokyo and Moscow, natural 
partners with misgivings 
Company profile: Philex — a 
copper-bottomed bet 
Golden boy Brimo 
Breaking even 
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The Hongkong Bank's planned 
office in Taiwan offers trade 
benefits and a line of communica- 
tion between Taipei and Peking. 
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REGIONAL 


Military authorities in 


j Bangkok have launched an in- 


vestigation into allegations that 


— two Thai army officers have 


been involved in the purchase 
of illegal arms shipments, some 
of which are said to have been 
destined for the Middle East. 


` The alleged conspiracy was un- 


covered after Singapore cus- 


- toms agents temporarily im- 


pounded a consignment of 


! 4,500 American-made M16 as- 


.— sault rifles and 500 M79 gre- 





nade launchers aboard a Thai- 


— Jand-bound freighter. 


The shipment was later re- 
leased but disappeared after 


` being unloaded off the eastern 


seaboard province of Chon 


- Buri. Official statements say 
` the army has uncovered evi- 
| dence that Maj. Vivat Vis- 
— anuvimol, now said to be in 


Britain, used the name of a 
government agency to pur- 


ч, chase the US$2.5 million worth 


of wéaponry. Also said to be 
implicated is a former aide to 
Prime Minister Prem Тїп- 


` ѕшапопа, Maj.-Gen. Sawong 


Pinyo, who is now in custody 
being questioned. 
— JOHN McBETH 


Dacca regulates foreign 
aid to private bodies 

The Bangladeshi Govergment 
has decided to enact a law pro- 
hibiting Bangladeshis and pri- 


_ vate organisations from receiv- 
ing aid from foreign govern- 


ment bodies without prior offi- 
cial approval. 

The decision is in line with an 
earlier one which required pri- 
vately funded foreign aid- 
giving agencies to register with 
the government. Previously 
these voluntary agencies had 
been operating without in- 
forming the Dacca authorities 
about their activities, sources 
of funds or even the number of 
foreigners they employ. 

— S. KAMALUDDIN 


Japan to boost defence 
spending next year 

The Japanese Ministry of Fi- 
nance has authorised a 7.3% 
increase for the next fiscal year 
in Japan’s level of defence 
spending. The increase, which 
would amount to ¥190 billion 
(US$745 million), would sup- 
plement this year's ¥2.6 tril- 


lion allocated for defence. The 
rate of increase is certain to 
spark resistance in the Diet 
from opposition political par- 
ties. Welfare spending and 
other social services are subject 
to an across-the-board de- 
crease of 5%, according to a re- 
cent cabinet decision. The Ja- 
panese Defence Agency origi- 
nally asked for an 11% rise in 
real terms for the next fiscal 


year. — MIKE THARP 
India gets its first 
Sikh president 


Zail Singh, the nominee of 
Prime Minister Indira Gan- 
dhi’s ruling Congress party, has 
been elected India’s seventh 
president. Singh, who defeated 
H. R. Khanna, a former Su- 
preme Court judge, is the first 
person belonging to the mino- 
rity Sikh community to attain 
the nation’s highest office. 





Singh polled 73% of the vote 
though his party only has a 
strength of about two-thirds in 
the electoral college compris- 
ing MPs and state legislators. 
While Khanna was put up as a 
combined opposition candi- 
date the result shows a signifi- 
cant portion of the opposition 
votes going to Singh. 

— MOHAN RAM 


Anew step towards 
South Asian solidarity 


Nepal's Foreign Secretary 
Jagadish Rana is visiting 
Bangladesh, Sri Lanka, Mal- 
dives, India and Pakistan in 
preparation for the South 
Asian regional cooperation 
meeting in Islamabad on Au- 
gust 7. The meeting is expected 
to decide on a venue for a 
meeting of foreign ministers 
from the South Asian region. ' 

— KEDAR MAN SINGH 





The new chairman of Malay- 
sian palm-oil estates group 
United Plantations (UP) is 
Datuk Basir Ismail, who heads 
government-owned food in- 
dustry conglomerate Kumpu- 
lan Fima. Fima launched a M$6 
(US$2.54)-a-share bid for UP 
in April. Fima has received ac- 
ceptances for 69.6 million 
shares in the formerly Danish- 
controlled UP, which owns 
15,000 acres of plantation land 
in the state of Perak. Added to 
shares it already owned, the ac- 
ceptances gave Fima a total 
72% stake in the group. 

Basir takes over from Datuk 
Borge Bek-Neilsen, who will 
remain as executive director. 
Four other members of the 
eight-man UP board have re- 
signed. — JEFFREY SEGAL 
American oil-service 
firm in Tokyo venture 
Schlumberger Ltd of the Unit- 
ed States plans to build an en- 
gineering and manufacturing 
centre in Tokyo for its wide- 
ranging energy-exploration ac- 
tivites. The centre, expected to 
be completed by 1985, will em- 
ploy 150 people by the end of 
1984 and another 150 within 
the next six to eight years. The 
staff will include Japanese ex- 
perts in seismology, physics, 
electronics and data proces- 
sing. The facility will make 
equipment to be lowered into 
wells and related surface tools: 

— MIKE THARP 


China exports more, 


| imports less 


China recorded a US$2.4 bil- 
lion surplus on foreign trade 
for the first six months of this 
year, according to Xinhua 
newsagency. Exports grew 
10% to US$10.2 billion, slower 
than last year's 15.7% ad- 
vance. New policies to re- 
duce purchases of sets of 
plant equipment and re- 
strict consumer-goods imports 
(REVIEW, May 7) cut imports 
by 19.7% to USS7.8 billion. 
The biggest loser was Japan, 
whose exports in January-May 
were only US$1.4_ billion, 
down 41.1% from the same 
period last year, according to 
figures released recently by the 
Japan External Trade Organi- 
sation. 


Chinese foreign-trade statis- 
tics value imports on a cif basis, 
rather than fob as is standard 
international practice, and offi- 
cial export figures are usually 
less than estimates derived 
from the accounts of trading 
partners. The official figures 
therefore probably understate 
the true trade surplus, which is 
likely to be in excess of US$4 
billion. — ROBERT DELFS 
On new ADOT Han. 
on new plan 
Hongkong Government offi- 
cials have said the decision 
whether and when to build a 
new airport to repface Kaitak 
will be delayed for as long as 
possible. Factors delaying the 
go-ahead include its cost — es- 
timated at HK$40_ billion 
(US$6.77 billion) today, or six 
times more than the figure 
given in 1979 — and the uncer- 
tainty over the future of Hong- 
kong owing to the 1997 expiry 
of the New Territories lease 
from China. A “tentative” de- 
cision has been taken to site the 
replacement airport at Chek- 
lapkok island north of Lantau 
island. — MARY LEE 


Philippines faces 
an increased deficit 
Despite government efforts to 
control the. shortfall, the 
Philippine balance-of-pay- 
ments deficit increased. in the 
first half of 1982 to US$675 mil- 
lion, up from US$149 million 
during the first six months of 
1981 anu higher than the entire 
1981 gap of US$560 million. 
Planners had been hoping to 
keep the full 1982 deficit to 
roughly last. year's level. Cur- 
rent-account transactions 
showed a US$1.43 billion de- 
ficit, US$586 million more than 
the first half of 1981. 

— GUY SACERDOTI 
Taiwan again cuts 
interest rates 
Taiwan's bank lending rates 
have been reduced by 1-1.25 
percentage points in the sixth 
round of interest-rate cuts 
since last August. The new ceil- 
ing on term loans is 13.25% 
and the floor 11%. The top rate 
for short-term lending is 12.596 
and the base rate 10.5%. 
Businessmen said the reduc- 
tion would not be enough to 
stimulate investment signifi- 
cantly and called on the central 
bank to increase the money 
supply. — ANDREW TANZER 
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DOMESTIC CONSIDERATIONS - 


apore's decision last week to 
ing forward the start of its planned 
mass rapid transit system appears to 
have more to do with a desire to 
ulate the domestic sector than 
with anything else. Tenders for the 
ystem, which is conservatively 


15$2.33 billion), are to be called 
early next year and contracts handed 
out by mid-1983, That. is at least six 

ths in advance of earlier 

Scheduling, and many planners were 
as surprised as outsiders at the 
decision. Singapore's economic 
performance has been hit harder 
than expected this year by global 

ession: The government has 
revised its own growth forecast 
"downward to 6% from the earlier 

target of 8- 1095. 


SMOKE SIGNALS 

- The position of the Thailand 

| Tobacco Monopoly appears to be 

| threatened. Executives from the 
United States-based Philip Morris 

International tobacco group 


Private Investment Corp. miss 
hich visited Bangkok this month 

- are said to have proposed setting up 
a production unit in Thailand. The 

_ issue was discussed with the Thai 


BN THE WEEK 


AFGHANISTAN... .. 

The. government. үр 
.jchaeologist Ralph Pinder Wilson after four 
2. months of a 10-year jail sentence imposed for 
. removing archaeological relics July 14). 


ased British ar- 


` "AUSTRALIA 

"S Labor Party leader Bill Hayden defeated 
Bob Hawke in a party leadership election 
July.16). 


,,BANGLADESH. 
More than 100 Palestinians, Arabs and 
ngladeshis attacked the United States Em- 
assy to protest against. Israel's invasion of 
banon (July 16). ~ 


\MBODIA 
Prince Norodom: Sihanouk, president of 
he Democratic Kampuchea: Coalition,-Gov- 
mment, visited his. Moulinaka troops. near 
he border with Thailand (July 14). 


. CHINA 
Western analysts in Peking confirmed that 
| Simulated tactical nuclear weapon’ was 


loded in Ningxia Hui autonomous region; - 


reports said’ (July: 14). Prince Norodom 
ihanouk, president of the Democratic Kam- 


puchea Coalition Government, arrived (July 
17). ‘ | 








Finance Ministry but no final 
decision was made. Philip Morris 
reportedly cited its US$15 million 
annual tobacco imports from. © 
Thailand as leverage to press for 
permission to set up the proposed 
plant. 


TAX REFUGEE 

The man who opened Hongkong's 
doors to Vietnamese refugees and 
closed them to illegal immigrants 
from China is now a displaced 
person himself. The former 
governor of Hongkong, who this 
week entered the House of Lords as 
Lord MacLehose, was advised on: 
his return to London in May that he 
should leave the country 


| immediately as he was 


retrospectively liable to pay British 
income tax. As his tax-free salary as. 
governor was approximately 
£60,000 (more than US$106,000) 
plus an entertainment allowance of 


| £20,000, he and his wife hurriedly 


took off for an unscheduled two- 


| month holiday, shootin’ and fishin’ 
in Ireland. - 
ompanying a high-level Overseas | _ 


THE ANGRY BRIGADE 

Party officials in China's Hunan. 
province barely managed to prevent 
a battle between the Tiaozepu 





commune's Xiajiang production 


INDIA { 
Zail Singh was elected president (July 15). 


INDONESIA 

An editorial in the. nationalist newspaper 
Merdeka claimed that military secrets had 
been leaked by army officers (July 19), 


JAPAN 

Mitsubishi Electric Corp. and four of its 
employees were indicted by a United States 
grand jury for conspiring to steal IBM secrets 
(July 19). 


NEW ZEALAND 

The Privy Council in London ruled that a 
Samoan, Falama'i Lesa, was entitled to New 
Zealand citizenship, raising fears that nearly 
160,000 Samoans have the same right (July 
20). j 


PAKISTAN. 


The government has forbidden the Bar As- | 


sociation from taking part in political activity 
(July 16). 


SINGAPORE ; 
< Prime Minister Lee Kuan . Yew w 
awarded.the freedom of the Сиу oft 


{ began an official visit tothe ‘United | 








brigade and miners 
Tongshanlin no 


| mine in.late М 


said that several h 
members had. 
weapons to atta 
Jiangyong count 
intervened. A v 
stationed with 

the local party bra 
organisation, wh 
militia arms may 
involved. The гер 
of the nature o 
another Chang 
that in recent y 
disputes over bo 
occurred “now a 
loss of life and d 
property, and ha 
the "stability a 
and agricultur. 


through an agreement with: 
Afghanistan early in 1981. 


(July. 19). Lee met US Secretary. oi 
George Shultz (July 20). 


SOUTH KOREA. . ; 
А relative, of the president, 
Kwang, who is charged with mvo 
the kerb-market scandal, pleaded not gui 
(July 14). É di p 


SOUTH PACIFIC 

Ratu Sir Kamisese Мага was s 
his fourth-term.as prime ministe 
the general election in Fiji (July 2 


SRI LANKA 

The opposition. Sri Lanka Freedo 
Maitri faction named Maitripala S à 
as its candidate for the presidential elect 
(July 20), ў 


THAILAND } 
Malaysian Foreign Minister Та 

zāli Shafie and his Austrian countery 

dibald Pahr arrived for talks on Camb 

Vietnamese ign Minister Nguyen Ce 


Thach arti July 16). 
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Hayden's victory as Labor leader may mean a snap election 


By Anne Summers 

Canberra: Ferocious factional fighting 
within the ranks of the Australian Labor 
Party, culminating in the narrow defeat of 


Bob Hawke in a bid for the party leader- 


ship, may have opened the way for a snap 
general election. 

Hawke, former president of the Austra- 
lian Council of Trade Unions (ACTU), 
failed to unseat Labor leader Bill Hayden. 
The challenge in the party came only three 
months after Prime Minister Malcolm 
Fraser had survived, by à commanding 
margin, a similar challenge to his leader- 
ship from former foreign minister Andrew 
Peacock (REVIEW, Apr. 16). 

Hawke, who entered parliament after 
the October 1980 general election and 
went straight on to the opposition front 
bench as spokesman on industrial rela- 
tions, has never made a secret of the fact 
that he wants to be leader of the party and, 
one day, prime minister. On July 16 he 
walked into a special caucus meeting cal- 
led by Hayden because of what Hawke 
said was "a deliberate campaign to de- 
stabilise the cohesion of the federal par- 
liamentary Labor Party," and very nearly 
toppled the incumbent. 

Hayden survived by a narrow 42-37 
vote. Although Hawke immediately 
pledged his loyalty to the leader, saying he 
would not challenge again until after the 
next election and that he would “do every- 
thing I can to get Bill Hayden elected as 
the next prime minister of this country," 


- Fraser immediately made it clear he would 


make every effort to capitalise on Labor's 
disarray. 

The government has contingency plans 
for a snap September general election. 
All the noises Fraser has made since the 
Labor leadership bout have indicated the 
prime minister will do his best to turn 
Labor's disunity, together with the de- 
teriorating economic climate, into a man- 
date for another term for his Liberal-Na- 
tional Country Party 
coalition govern- 
ment. 

Hawke's challenge 
had been conducted 
mainly through the 
media and its princi- 
pal tactic was to re- 
mind Labor  par- 
liamentarians that in 
the opinion polls 
Hawke's personal 
popularity was many 
times that of Hayden. 
Hawke's almost folk- 
hero status stems 
from his time as 


ACTU president where he gained a repu- 
tation for resolving strikes, as an industrial 
Sir Galahad who came charging to the na- 
tion’s rescue every time it appeared on the 
brink of being crippled by a major strike. 

Hawke has many fierce critics, particu- 
larly within the ranks of the Labor caucus, 
who argue that his role as ACTU presi- 
dent was more image than substance, that 
ne appeared as a mediator on strikes when 
they were just about solved anyway, and 
that his performance as an MP has been 
little short of lacklustre. 


B: the public appears to have trea- 
sured Hawke's saviour image and 
polls have consistently shown him as Aus- 
tralia's preferred prime minister. A confi- 
dential Labor Party poll which was leaked 
during the leadership struggle showed that 
43% of voters in 10 marginal seats thought 
Hawke would make the best prime minis- 
ter, compared with 22% who chose 
Fraser, 12% for Peacock and a damaging 
5% for Hayden. 

Hawke made his push when other polls 
showed that despite worsening economic 
conditions which should have provided 
Labor with a commanding lead over the 
government the coalition was improving 
its electoral position and looking as if it 
could trounce Labor in an election. The 
announcement of the special caucus meet- 
ing to settle the leadership issue brought 
to the fore a factional fight with a ferocity 
unparalleled in federal politics since the 
split in the Labor Party in the 1950s which 
kept it out of office for more than 20 years. 

The Left of the parliamentary Labor 
Party, led by Tom Uren, a minister for 
urban and regional development in the 
former Labor government of Gough 
Whitlam, approached Hawke with a sec- 
ret deal to support his leadership ambi- 
tions. Uren and many of his leftwing col- 
leagues were angry that Hayden had sup- 





= 
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ren; the Goldsborough: ammunition for Fraser. 


Hawke's wings clipped 


ported moves to have Labor's tough anti- 
uranium policy softened at the party's na- 
tional policymaking conference in Can- 
berra from July 5-9. 

But Uren could not convince his left- 
wing colleagues to support Hawke, who is 
generally hated by the Left. Paul Keating, 
Labors spokesman on minerals and 
energy and leader of a small but generally 
influential rightwing faction from New 
South Wales, led an attack on Uren and 
said that the public declarations of support 
for Hayden from communist trade union 
leaders left him with no option but to back 
Hawke. 

Keating's decision was criticised as 
hypocritical and  self-justifying Бу 
Hayden’s supporters, particularly the bloc 
of figures in the centre who, together with 
the Left, have kept Hayden in power. 
Keating’s public accusations that the Left 
had finally opted to support Hayden 
“after having been brought into line by in- 
terests outside [Labor]” has provided use- 
ful electoral ammunition for Fraser who 
has never been slow to kick the communist 
can when he sees an advantage in doing 
so. 
Hayden's victory was too narrow — the 
result could have been reversed had three 
people voted differently — for him to rest 
easy despite the declarations of loyalty. 
Fraser was quick to accuse Hayden of 
being a “captive of the Left" who would be 
forced to bring his policies into line with 
leftwing interests. 

All faction leaders have pledged to re- 
store unity to the party in the aftermath of 
the bitter, albeit short-lived, campaign for 
the leadership. Many Labor parliamenta- 
rians remain convinced — and the polls 
would seem to bear them out — that 
Hayden will never win an election for 
Labor. 

Fraser is clearly poised to test this 
theory though he is taking a tremendous 
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risk since high interest rates, high levels of 

.personal taxation and rapidly rising un- 
employment are not generally seen as re- 
' «cipes for the automaticreturn of an incum- 
bent government. Officially, a general 
. election does not have to be called until 
late 1983. 


= weekend Fraser began his assault 
on Labor, charging that its economic 
`: policies were inappropriate for the current 


` hard times and that Labor's new taxation 


proposals would stifle whatever private- 
‘sector activity still remained viable. Early 
elections are not popular in Australia, de- 
`. spite their frequency and Fraser has to en- 
sure that he does not knock himself out in 
his bid to push his electoral opponents 
onto the ropes. His strategy at this stage 
“Seems multi-pronged. 
г The so-called budget cabinet is meeting 
. to frame the 1982-83 budget and the signs 
«are that Fraser is prepared to break with 
the practice and rhetoric of the past six 
years and bring down a large budget de- 
ficit of more than. A$2 billion (US$2.04 
billion) in an attempt to stimulate activity. 
He has also made it clear he intends to 
ueeze. every electoral ounce out of 
r’s gaffe on visits to Australian ports 
erican nuclear ships (REVIEW, July 
Goldsborough — a conventionally 
ı powered ship which may carry nuclear 
weapons — is about to start a visit to Au- 
tralian ports and will spend several days 
in Melbourne ina move which is being 
seen as a Fraser-sanctioned ploy to pro- 
оке demonstrations against the presence 
the ship — demonstrations which could 
be portrayed by the fedéral government as 
ti-American and as against the Anzus 
-alliance which links Australia, New Zea- 
land and the United States. 
с At present r does not have an issue 


on which he can seek an early dissolution | 


of parliament, but he has given clear signs 
that he will try to precipitate one in the 











ernment legislation. The Senate is in ef- 


fect controlled by the Australian Democ- 


rats and one independent senator who, if 
they combine with the Labor Party, can 
defeat or defer legislation. 

Already Fraser has available to him as 
arguments for a dissolution of both houses 


-of parliament under the Constitution two. 


major pieces of legislation which the Se- 
nate failed to pass last year. One of these, 


a bill to increase sales tax on a wide range 
of items, may be revived in a slightly dif- | f 
ferent form as part of the current budget |. 


to try to provoke another defeat. This 
would then give Fraser grounds to seek an 
election from the governor-general. 
Fraser signalled his intentions most 
clearly on July 18 when he challenged 
Hayden to guarantee that there would be 
no early election by ensuring that no 
government legislation would be held up 
in the Senate. The powers of the Senate 
are an emotive issue in Australian politics 
since it was the refusal of the Liberal-con- 


“trolled Senate in 1975 — after Fraser had 


assumed the leadership of the opposition 
— which led to the dismissal of the Whit- 
lam government, 

Fraser seems set to force history to re- 
peat itself, only this time casting himself as 
the victim so that he can go to the people 
and argue that he néeds a new mandate for 
the changed economic situation. One 
problem with Fraser’s scenario is that his 
timeframe is very tight and he may not be 
able to manoeuvre the Senate into doing 
his bidding in time for a late September 
poll. ч 

The Commonwealth Games in Bris- 
bane, the Queen's visit and the Common- 
wealth Heads of Government regional 
meeting in Fiji all make October an un- 
suitable time for an election — and by 





Washington: 
Ronald Reagan: 
proposal for a joir 
on Taiwan wit 


the matter, wa 
man Deng Xiac 


quantitative 

the levels of the curr 

Taiwan already copr 

under licence, ati extension of it: 
tion line would fall within such 


backed away from its origin 
a decline in arms sales to Ta 
tied to progress towards a peacef 
tion of the Taiwan issue. | 
Qualified sources rate: 
China accepting the proposal 
They point out that China: 
formed discreetly that this i 
position. With the resignatioi 
der Haig as secretary of state, P. 
lost a strong advocate in the R 
ministration's inner policy circle 
Taiwan conservatives have mobili 
swiftly to tilt both the administrati 
its new Secretary of State Georg 
back in Taipei'sfavour. —.. у 
Peking may well feel the: 
lance in Washington is mov 
though Reagan has demonstra 
sonal commitment to improving 
with China by signing the dr: 
long after Haig's resignation on 
“China probably knows that it c 
better terms out of Washington, so it 
turns on whether they judge the p 
offer acceptable," a China speciali 
the administration told the REVIEW 
A wave of recent Chinese press 
mentaries lends some support to t 


. timists here. The attack on Sei 
` Goldwater in a July 12 People’s 


cle entitled “The wheel of hist 
be-turned back" has been rea: 














tain key phrases convey a subtle 
h thrust oti its criticism ‘which ob: 


nseto Reagan’ s recent propo : 
uly 12 article attacked Goldwater 
en. S. 1. Hayakawa plus 28 conserva- 
rganisations in the US for openly 
ng their two-Chinas policy» But for 
rst time since the differences over 
wan with the Reagan administration 
18 months ago, the People’s 
escribed the pro-Taiwan lobby in 
isolated and insignificant. “Few 
influence, these people rep- 
ir the great majority of the 
people nor the mainstreams'of 
epublican and Democratic parties, 
are stirring up trouble with all 
ght,” the article said. — . 
for the first time the Chinese media 
placed the entire Reagan admin- 
ie tradition of the one-China 
lished by the Shanghai Com- 
72. This clue is revealed in 
: "The China policy unanimous- 
d by four administrations under 
nor Democratic parties since 
on took office." Four admin- 
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was expelled on three hours 
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ithor of a recently published book 
lochinese refugees, The Кей: sed, 


ietnames н atacamp quin 
W82 on the Thai-Cambodian border. 
Australian journalist was called in 
Foreign Ministry on July 13 and 
g a brief meeting with Information 
“Director-General — Jetn 
. was told to leave the country 
en days. It was not immediately 
her he had been declared per- 
On grata as was the case with 
um. Officials later said instructions 
pulsion came from Deputy Prime ` 
ister Thanat.Khoman, who has often 
erly criticised foreign press reports 
nded i in his view to cast Thailand i in 





t wrote a 
rongly worded letter to the Journal over 
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: g 
of anxiety over the direction ofthe Reagan 
policy, but as the first step to prepare the’ 








Chinese. public: for an agreement with 
Washington. *Peking needed to establish 
the line quickly [on the pro-Taiwan state- 
ments.by US conservatives] to prevent a 
backlash at home." one China watcher 
here commented. “They. are. essentially 
telling their own people not to worry about 
the pro-Taiwan diehards since the real 
American powers are with China." 


he reaction to Shultz's statements on, 

Taiwan at his confirmation hearings 
followed similar lines. The July 18 Peo- 
ple's Daily commentary directed its attack 
again at Goldwater whose "series of pro- 
vocative questions on Taiwan . . . deliber- 
ately "distorted the facts to inveigle 
Shultz,” into agreeing that the US had not 
recognised Peking's claim to sovereignty 
over Taiwan. 

The commentary did not mention that 
Shultz agreed Taiwan should be provided 
with defensive weapons, a position consis- 
tent with Reagan's recent letter to Deng. 
But it castigated "some people in the Se- 
nate who have the impudence to say there 
is no need to pay any attention to China's 
views," implying that the pro- Taiwan sen- 


porter i is expelled from Thailand after a 
Ho. ona Vietnamese refugee camp 


an article by Wain on commentaries in the 
Thai press dealing with what was then re- 
ported to be the prickly relationship be- 
tween the deputy premier and Foreign 
Minister Sitthi Sawetsila. 

Although Wain was told his NW82 arti- 
cle was biased. and full of errors, it was 
only 11 days after publication that the 
Journal received an official government 
response through Thai Consul-General in 
Hongkong Kamtorn Chitkongthai — a 
short letter which addressed itself to very 
few of the points made in the lengthy arti- 
cle. One such point, that journalists were 
permitted to visit NWS82, puzzled 
Bangkok-based correspondents. because 
few if any have been allowed in. When an 
American TV network applied to visit 
NW82, which is near the larger Nong 
Sumet refugee camp it was told the re- 
quest was out of the question. 

The Thai consul- -general's letter did not 
mention perhaps sensitive allegations that 
Vietnamese men in the camp were being 
recruited for resistance work. It did, how- 
ever, accuse Wain of failing to acknow- 
ledge the Thai viewpoint, despite the fact 
that the government position on NW82 is 


sented at intervals. throughout. the 

























will wait and see how Mr Shultz will carry 
out the US. Gove ment’ 5 policy toward 


action on the draft com- 
munique has implications beyond Sino- 
US relations. The negotiations with Pek- 
ing took on а пем dimension early in April 
when the White House began to look for a 
breakthrough. with China to dress up the’ 
president's image as a statesman. The pre- 
sident appears to have been motivated as 
much.by fear of à domestic political dèba- 
cle inthe eventSino-US relations deterior- 
ated, as he was by any strategic vision of 
China's true weight iri ithe struggle against 
the Soviet Unión. > 

Nonetheless; Reagán personaly com- 
mitted himself to the China policy Haig 

had been promoting against. the pro- 
Taiwan tide in the White House. Once 
committed, Reagan followed through, 
even after Haig' sdéparture. Moreover, he 
deftly managed his own political consti- 
tuency, the pro-Taiwan Republican con- 
servatives. Chagrined by defeat, Goldwa- 
ter has been left with little choice but to 
look upon the FSE as a victory for Taiwan, 
an indication of how far the pro-Taiwan 
conservatives have been pushed back. fg 








































story, based partly on àn interview with 
Col Sanan Kajornklam of the Thai Su- 
. joint operations 
centre, who is a central figure in the gov- 
ernment's s refugee planning. 

In representations. to. Thai authorities, 
Wain contended his article on NW82 was 
not written irresponsibly or in haste and 
took more than. a month to research. He. 
said he conducted six personal interviews, 
some lasting up to five hours, had shorter 
conversations on the subject with numer- 
ous other people directly concerned, and 
was also in possession of documentation 
to support his description of health condi- 
tions among the 1,800 Vietnamese in the 
camp. At the same time, he said it was 
never his intention to slander Thailand or- 
to suggest that the country bad not borne ` 
an immense burden imposed by refugees 
from Indochina. 

The government's action surprised the 
foreign press corps. not only becaus 
was an unusual move but also becaus 
Wain's reputation as a meticulous rep 
ter and acknowledged expert on the In- 
dochina refugee issue. In a direct appeal 
to Prime Minister Prem Тіпѕшапопа to 
review the decision, the Foreign Corres- 
боя Club. of Th 
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No thaw for Thach 


As Thach starts a Southeast Asian tour with difficult talks in 
Singapore it's a question of old proposals and old answers 


By Patrick Smith 

Singapore: If regional stability and even- 
tual reconciliation between Vietnam and 
Asean was the ultimate aim, the three 
hours of talks here this week between 
Vietnamese and Singapore officials must 
be seen as a very inauspicious beginning. 
Despite ‘Vietnamese Foreign Minister 
Nguyen Co Thach's assertions, no one 
could be particularly pleased with the out- 
come of the discussions, which were de- 
scribed by sources as “tough, as we had ex- 
pected, but not acrimonious." Whatever 
the level of reserve that characterised the 
closed-door discussions, however, this ap- 
pears to have ended after the talks. 

More biting, it seems, were official in- 
terpretations. Hanoi's };goodwill gesture" 
in pledging to withdraw some of its troops 
from Cambodia, disclosed earlier this 
month at the conclusion of a meeting of 
the Cambodian, Lao and Vietnamese 
foreign ministers in Ho Chi Minh City, fell 
on stony ground indeed. This was made 
immediately clear in the harshly worded 
description of the talks supplied by Sin- 
gaporean Foreign Minister S. Dhanaba- 
lan. “As far as I am concerned, we're just 
as far apart," Dhanabalan told journalists 
following the talks. *There has been abso- 
lutely no sign of flexibility on the part of 
the Vietnamese." 

This had been widely expected, as had 
the Vietnamese delegation's posture of 
apparent accommodation and com- 
promise. More than anything else, how- 
ever, Dhanabalan's statement reflected 
Singapore's overriding concern that 
Asean's proposals on the Cambodian 
question — which include a total Viet- 
namese military withdrawal — remain the 
basis for any discussion with Hanoi. This 
ground was preserved, but the vehemence 
of Singapore's response this week — and 
its failure to make a gesture of its own to- 
wards exploring those advanced in the In- 
dochina foreign ministers’ communique 
— may not be taken universally as further 
indication that Singapore is anxiously pur- 
suing a settlement. 

Singapore's view of any discussions with 
Hanoi had been clear even before the 
Thach visit, which was the first leg of a 
tour taking him to Burma, Malaysia and 
Thailand, was officially announced and 
certainly before the July 7 disclosure that, 
among other things, Vietnam would with- 
draw some of its 180,000 troops from 
Cambodia (REVIEW, July 16). *We have 
opened the door and we are waiting for 
[the Vietnamese] to come," Dhanabalan 
said at the conclusion of the June meeting 
here of the five Asean foreign ministers. 
“It is not incumbent on Asean to keep on 
making proposals . . . Now it is for Viet- 
nam to respond." 
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The Thach mission was accordingly 
viewed here as very much an explanatory 
one, though significant elaboration of the 
latest compromise proposals was widely 
judged all but impossible. The unilateral 
withdrawal of troops, for instance, was 
discounted by Singaporean officials as a 
proposal that was at least two years old 
and one that, in any case, fell well short of 
the complete withdrawal on which Asean 
and the United Nations have insisted. The 
Indochina foreign ministers' communique 
also called for an international conference 
of sorts on Cambodia. On this Singapore 


‘Rajaratnam meets Thach: at arm's length. 


simply rested its argument on the wide ac- 
ceptance already accorded the Interna- 
tional Conference on Kampuchea held in 
New York last year. 


ld answers to what were viewed here 

as a collection of old proposals were 
applied to all other aspects of the com- 
promise communique. Indeed, Singapo- 
reans viewed the Thach visit as principally 
an attempt to gain the initiative on the 
Cambodian issue in the wake of the for- 
mation of an anti-Vietnamese coalition, 
with Prince Norodom Sihanouk as its 
head, and before the annual debate on 
Cambodia's UN seat at the general assem- 
bly session starting in September. 

A show of flexibility was also seen as im- 
portant to Hanoi's diplomatic strategy in 
view of the September meeting of the non- 
aligned nations in Baghdad, which 
Sihanouk wants to attend. “There was no 
real attempt to address the fundamental 
issues," one Western diplomat said of the 


compromise proposals. The view was 
widely held. 

Singapore's scepticism as to the out- 
come of the talks was made clear im- 
mediately after Thach's aircraft touched 
down. Thach's delegation — which in- 
cluded three other ranking Foreign Minis- 
try officials and a personal physician — 
was greeted only by a middle-level repre- 
sentative of the Ministry for Trade and In- 
dustry, instead of the foreign minister, as 
would normally have been expected. 

The Singaporeans appear to have taken 
the talks themselves as little more than 
what one official described as “a review of 
positions." For the Singaporean delega- 
tion, which was headed by Second Deputy 
Prime Minister S. Rajaratnam, this 
amounted to a simple restatement of its 
support for UN resolutions on Cambodia. 

For his part, Thach reviewed the five 
political possibilities for the region as 
agreed at Vietnam's fifth party congress in 
March. These were a continuation of cur- 
rent hostilities between Asean and Viet- 





nam; peace and stability among China, In- 
dochina and Asean; armed conflict be- 
tween China and Indochina; an alliance 
between Asean and Indochina against 
China, and rapprochement between In- 
dochina and China. 

Thach predictably made no secret of his 
preference for the second of these five 
eventualities. Indeed, he stated following 
the meetings that he had declined an offer 
from Rajaratnam to unite in an alliance 
against China. Thach was far from pleased 
with how this political lesson was re- 
ceived. He was forced to deny a local press 
report, apparently based on remarks 
made by Dhanabalan, that he had held out 
a rapprochement between China and Viet- 
nam as a would-be alliance of communist 
allies against Asean. "No such threat was 
ever made," Thach said at a press confer- 
ence apparently provoked by the press re- 
port. *I have no such idea." 

Another of Thach's assertions — and its 
public interpretation by Dhanabalan — 
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' coalition in whi 
. mowa partner, .terming such support inter- 
ference in the internal affairs of another 
,,mation. In interviews with journalists 
"Thach warned repeatedly that “these hos- 
с Ше. acts" could not forever go un- 
| v answered. “This is a very bad precedent," 
he said at a press conference. “We do not 
.. want.confrontation, but we must fight for 
our independence and our security." 
«How. precisely this. notion; was. put 
ross during formal talks is not clear. 
hanabalan maintained that Thach ex- 
ded a veiled threat of reciprocal retali- 
n through support of insurgent groups 
in Southeast Asia. Thach vehemently de- 
“nied this interpretation, as he put it, which 
. Was played up prominently in the pro-gov- 
-ernment daily The Straits Times. In the 
^v». Coufse-of this denial, however, Thach re- 
"Served. Vietnam's right to pursue Cambo- 

. dian insurgents into Thai territory. — 

7 a Thé spirit in which. nam’s new.ges- 
tures have been made istar from certain— 
they were clearly intended in part.to make 

Thach's travels in Southeast. Asia more 
palatable. Even if Singapore's intent were 













toexplodethemassimply new packaging for- 
old ideas nevertheless, no effort appears to: | mei 
have been made to identify them as poten- | diplo 





tial points of contacts “We simply nev 
got thar far,”.a: source close to the talks 
said. “Basic questions - were never ad- 
dressed." 

The basic difference between the two 


parties in the talks was that Singapore was ` 


still talking about a conference focusing 
strictly om Cambodia, while Vietnam con- 
tinued to view the issue in the larger con- 
text of its relations with Peking. There is 


little question of Asean displaying any 


public disunity during Thach's tour in view 
< of the united resolve reached when the 
;Five's foreign ministers met here a month 
ago. But.some observers have. been left 





wondering if Singapore's response this | 


' week will strain the five-nation кош sre- 
solve. 


» Ted Morello writes. бой New. York: 
As Thach faced the-chill in Singapore the 
two:sides of the Cambodia dispute: were 

wheeling up new artillery for the forthcom- 

ing annual: United. Nations. General As- 
., sembly battle over Cambodia's UN: re- 
En presentation. But between now and. the. 
issembly meeting; they must convince a 
highly. sceptical membership that they are 
firing real ammunition, not blanks. 
The formation of the tripartite Cambo- 
dian coalition on the one hand and Viet- 
nants announcement of a: partial troop 
withdrawal from Cambodia on the other 
have injected new, conflicting and poten- 
tially decisive considerations into the de- 
bate since, at its regular 1981 session, the 
ssembly last affirmed the status of the 
‘Khmer Rouge" s Democratic Kampuchea 
as Cambodia's UN representative. 
; The. anti- Vietnamese coalition; whose 
president, Prince Norodom Sihanouk; is 
heduled to address the assembly; must 




























purgi $ 
| and is the sole legitimate. and 
the Khmer Rouge is | 





But referring s 


| Vietnam's UN pre. affaires, 
















cessor to that almost universally г чм 


“regime as Cambodia's UN representative. 


On the opposing side, Vietnam and its 
Soviet-bloc supporters have to persuade 
the same voting consituency of the sincer- 
ity of the troop-withdrawal initiative and 
other seemingly conciliatory elements an- 


nounced after the July 6-7 conference of 


Indochinese foreign ministers. 

A senior aide to Secretary-General 
Javier Perez de Cuellar said that by estab- 
lishing a government in exile, the coalition 
could heighten belief in its viability. Sev- 
eral non-Asian diplomats added that the 
assembly would. again be influenced 
strongly by.the-line adopted by Asean, 
under whose auspices the coalition was 
formed. 


he Indochinese foreign ministér's com- 

munique, on the other hand, is seen as 
an attempt to torpedo the coalition's bid 
for voting support by holding out the pro- 
mise of compliance with UN resolutions 
aimed at Hanoi and its client government 
in Phnom Penh calling for a total with- 
drawal of foreign troops from Cambodia. 
ED tothe announce- 









a а 
ibstantive ‘than a mere 


'em- 
shasised them at à press conference called 
еге immediately after the end of the In- 


dochinese foreign ministers’ meeting. On 


he withdrawal issue, she refused to go 
› чаре of the: communique, 
ich merely announced that Hanoi had 
ecided “to withdraw a number of- Viet- 


namese troops from Kampuchea in July - 


1982." Instead, she focused on other so- 
called concessions that Hanoi was pre- 
pared to consider — including a UN ob- 
server force to patrol the Cambodian- Thai 
border and participation by Perez de 
Cuellar in the proposed expanded. re- 
gional conference. 

'But Dung made clear that there is a quid 
pro quo: to achieve these concessions, the 

JN would have to unseat Democratic 
Kampuchea. She. stressed the com- 
munique’s. passage that reads: “Fhe 
People's Republic of Kampuchea [the 
Heng Samrin government] declares that in 
the immediate future, it does not require 
the UN to.accept its representation in the 
case the UN expels the Pol Pot genocidal 
criminals but rather to leave the Kampu- 
chean seat vacant.” 

The so-called empty-seat formula has 


| been floated unsuccessfully during the 


past three years at. non-aligned. confer- 


| ences and assembly sessions. The propo- 


sal is considered to. be a tactic for quietly: 

easing Democratic Kampuchea out of the 

UN and replacing it after a decent interval 
ith H 
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А Canadian. report give 
limited support to US 
claims of chemical w 
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r on ee € nde UN mis 
conceded. without mentioning tithe 
US or the Soviet Union that “ther 
question. that there: has been Eas! 
polemic” -оуег Washington's accusa 
and Moscow’s denials of Soviet com 
in the alleged biochemicalattacks. 
The debate's political sensitivity 
underlined: by the UN's turnabo 
sion not-to publish the Canadian rej 
presumably because of Soviet objec 
that it would bolster the Ame 
however modestly: The Сапа 
was transmitted to Perez de Cue 
President. Ronald. Reagan, in 
speech on June 29 before the UN G 
Assembly's disarmament session 
serted that “there is conclusive: су 
` that the Soviet Government has pro 
toxins for use in Laos and Kampuc 
are themselves {sic} using cher 
weapons against freedom fighters i 
ghanistan.” CHOR 
Dr H..B. Schiefer, the C 
quiry's principal investigator; 
short of Reagan's conclusion. Sc 
Canada’s leading authority on тусо 
— poisons produced by fungi and са} 
by contamination of causing: disease 
ed mycotoxicoses in human bein, 
.animals. Mycotoxins of the trichothe 
` group allegedly sprayed by aircraft or 
tained in artillery shells have been sing 
out by the US in complaints to the U 
being responsible for sickness and d 
| among civilian peptone) in Cambo 
| and Laos. : 
On the basis of a mission to Thaila 
including. 















— 
near the borders with Cambodia and 
Laos, Schiefer concluded that: 

» The events reported cannot be 
explained by natural occurrences. 

» Eyewitness accounts indicate that 
three different types of agents have been 
used — one of them being "yellow rain," 
which causes symptoms associated in hu- 
mans with trichothecene: mycotoxicosis: 
skin rash, breathing difficulty, vomiting, 
haemorrhage and eventual death. The re- 
port reserves judgment on the precise 
identity of the other agents. 

» Although certain mycotoxins occur 
in Thailand and probably in other South- 
east Asian countries, there are no natur- 
ally occurring diseases that produce the 
symptoms or effects of tricothecene 
mycotoxicosis. 

Schiefer pointed out that his mission to 
Thailand coincided with the region's dry 
season, favourable to military operations. 
Among the pertinent episodes reported 
during his visit was the shelling with gas 
canisters of the Khao Din area of Cam- 
bodia by Vietnamese forces. 

Schiefer complained that, like the UN 
investigators (REVIEW, Dec. 4, '81), he 
was hampered in his inquiry by the Cam- 
bodian and Lao authorities" refusal to 
grant access to the sites of the alleged at- 
tacks. His report therefore was based on 
interviews with alleged refugee victims 
and witnesses and with Thai Government 
officials, all of whose accounts were simi- 
lar to those given previously to US and 
UN investigators. 

Thus, in a visit to a Khmer Rouge camp 
near Nong Pru on the Thai-Cambodian 
frontier, Schiefer was told of a February 
19 attack 30 kms away in which 17 soldiers 
were stricken after a Khmer Rouge con- 
tingent allegedly came under attack by 105 
mm shells containing gas which smelled 
like perfume. The victims developed 
symptoms including burning sensations in 
their eyes, vomiting, dry throat, shortness 
of breath, burning sensations in the chest 
and abdomen, abdominal swelling and 
confusion. Schiefer said the symptoms 
“are not suggestive of known mycotoxi- 
coses" and probably could be attributed to 
teargas or a similar agent. 

At one point, Schiefer challenged “a 
number of minor misinformations" of a 
technical nature contained in the UN ex- 
perts’ report. But, he added, their study 
"by and large is a respectable piece of 
work." The UN team, he said, *has done 
what could be done under the cir- 
cumstances." His determination based on 
his own inquiry echoes that of the UN ex- 
perts: "Because of the incompleteness of 
the investigation . . . it is premature to 
come to any final conclusion." 

. Nevertheless, with this report the Cana- 
dian Government has come the closest to 
stepping forward to buttress the American 
charges. 

Therefore, Washington can be ex- 
pected to welcome even the limited back- 
ing implicit in Schiefer's findings. As Ker- 
gin said: "What is very, very important is 
that Schiefer said that the symptoms de- 
scribed are coincident with tricothecene 
mycotoxicosis. " r 
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The prompter ignored 
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Vietnam displays a captured infiltrator but there are gaps 
in his statement and his parting shot upsets his captors 


By A Correspondent 

Hanoi: A Vietnamese attempt to steal the 
political thunder in Indochina from the 
anti-Vietnamese coalition went badly off- 
course when an alleged resistance leader 
departed from what was clearly a pre- 
pared script. 

Ten visiting newsmen from Bangkok 
were among the 200 local journalists and 
diplomats assembled by the Vietnamese 
authorities for a confession session by a 
man identified as Vo Dai Ton. Said to 
have been captured in Laos in November 
1981, Ton was put on show with the Vice- 
Minister of Culture and Director of Infor- 
mation Le Thanh Cong in a leading role 
on July 13, the same day that Prince Noro- 
dom Sihanouk, president of the Coalition 
Government of Democratic Kampuchea, 
established on July 9, outlined his hopes 
for the anti-Vietnamese resistance at a 
press conference in Bangkok. 

Ton, who said that he had quit his new 
home in Australia to infiltrate from Thai- 


Ton faces the cameras: not in the script. 


land to Vietnam, departed sharply from 
the script by closing his confession session 
with the statement: ". . . I continue to 
maintain my ideals of freedom, liberty and 
democracy, and I will not betray my be- 
liefs or anybody who has helped me." 

According to a distributed biography, 
Ton was born in 1936 near Danang. A 
Christian, Ton's education included a high 
school diploma in English. In 1958-59 he 
worked at the American Embassy in 
Saigon (now Ho Chi Minh City), and then 
joined the South Vietnamese army where 
he rose to the rank of lieutenant-colonel. 
According to the biography he was mainly 
involved in intelligence operations and in 
political-psychological warfare until the 
communist victory in April 1975. Ton es- 
caped and went to Australia as a refugee. 
He was said to have left his home in Syd- 
ney in February 1981. 

Cong said that Ton would admit to 
being an agent of the CIA and a tool of the 
"United States imperialists and Chinese 
reactionaries." Speaking in Vietnamese, 
Ton said later that he headed a group of 





former South Vietnamese servicemen — 
the “overseas volunteer forces for the re- 
storation of Vietnam." — with members 
in the US, Europe, Southeast Asia and 
Australia. His aim was to infiltrate south- 
ern Vietnam, make contact with resis- 
tance forces there and plan an intrusion by 
his group. 

Ton directly implicated only one man: 
former Lao general Vang Pao, who led the 
ClA-trained and financed Hmong hill- 
tribe people during the Indothina war — 
the remnants of which are still fighting in 
Laos. Ton said he crossed the Mekong in 
September 1981 and linked up with Vang 
Pao's forces who were to guide him across 
Laos and into the Central Highlands of 
southern Vietnam. He spent some time 
meeting Lao resistance fighters in south- 
ern Laos. In November 1981, he was cap- 
tured by Lao communist soldiers and 
taken to Hanoi. 

Ton thanked the Vietnamese au- 
thorities for their “proper and 
humane" conduct since his cap- 
ture. He understood their point of 
view but, despite that, remained 
". . . true to my idea of liberty." 
At this point Cong rose hastily and 
cut Ton short: “Your statement is 
clear now. We can let reporters 
ask questions." Ton was hustled 
from the room. 

Cong then jotted down the 
questions. Ton had at no point im- 
plicated either the Americans or 
the Chinese, and most questions 
focused on this. Ton was then 
brought back. The first question 
asked for details of aid he had re- 
ceived, and Ton said he had ob- 
tained what he called personal aid 
from various countries, Ton was taken out 
for the second time after his apparently 
impromptu closing statement on liberty 
and democracy. After Ton had left, Cong 
produced what he claimed was Ton's con- 
fession; what the prisoner did not say he : 
had already admitted. 

Ton's alleged confession stated that his 
activities had been "... organised and 
guided by the CIA in collusion with the 
Chinese." He had named many people, 
claimed Cong, including the supreme 
commander of the Thai armed forces, 
Gen. Saiyud Kerdphol. Several other 
Thais were named as also having been as- 
sociated with Ton, but the names were not 
recognised by the visitors from Bangkok. 

The confession was said to name two 
Americans: a Col William Carper and a 
Lieut-Col Edward Hayes. Where and 
when had Ton met them? There was appa- 
rently no record. When the show was over 
the consensus among the non-communist 
correspondents was that the most impres- 
sive performance had been given by the 
prisoner. [г] 
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E decision: to treat holder 


in it-will cause not an in- 


terest in the higher. 


councils of the Ho: gkong Government, 
but, for what it is worth, 1 am recording 
the fact that I will be among the huge 
majority of Hongkong “belongers” 
hose votes will not be recorded when 
th me comes for us to elect the mem- 
the local experiment in low-level 
ipatory democracy, the district 


ention will not be a protest 
Rn unilateral action taken, 


een Councils 
laughingly supposed 

s interests. They 
"simply voted to -HK$21 million 
. (about US$3.3 million) to Britain's 
| South Atlantic Fund for the dependants 
of British troops killed in the Falklands 
fighting —a worthy cause for voluntary 
contributions, but not for public monies 
voted by unrepresentative rippers-off. I 
refuse to believe the popular explana- 
tion that the councillors were cynically 


|. buying their way into a future Honours 


. List. Nor do T think it was a sarcastic ges- 
' ture of thanks to London for its cynical 
‘of Hongkong 
, for the swinge- 


backing of the europea Economic 
Community's worst protectionism. 
"Certainly Hongkong's generosity con- 
trasts with such shabby treatment, justas 
London's degree of support for Hong- 
kong contrasts with its commitment to 


It also contrasts, for that matter, 
h Hongkong’s own shabby treatment 
ts own defenders — men who fought 
bravely against the inva ading Japanese i in 
941, who spent the war as prisoners and 
“who are given only free medical treat- 
ment — - receiving no compensation and 
no pension. Umelco would have done 
wellito earmark a couple of million of 
their largesse for old soldiers closer to 
home. 
€ IN fact, the HK$21 million may prove 
i н have been intelligently donated. Hav- 
~ ing been let down so badly by London on 
«the issues of citizenship status, education 
costs and quotas, all Hongkong can hope 
for is a solid representation of its in- 
terests in the negotiations to decide on 
hat terms it will survive beyond the 
997 léase. Prime. Minister Margaret 
= (Thatcher will initiate the bargaining on 
г her visit to China in September and if the 
donation will remind her of Hongkong's 
prosperity and that Peking desperately 
needs Hongkong to go on producing 
wealth for China (and thus has a much 
greater interest in guaranteeing the com- 
маку future than does London, which 
elf has infinitely more interests in 








Hongkong than in the South Atlantic), 
then it may prove to be money well spent. 
€ NOR will I abstain from voting due 
to disgust at the Hongkong Govern- 
ments weak agreement to bail out a 
group of firms, including Peking's own 
China Resources, which had purchased 
a huge tract of New Territories land for 
the purpose of building a "Mighty City" 
— a Satellite town to house half a million 
people. As reportéd by the Shroff col- 
umn (REVIEW, July 16), the land cost the 
consortium only a few hundred million 
in a series of private.deals back in 1980. 
The government has now agreed to buy 
it for HK$1.46 billion — not a bad little 
profit on a deal that went sour. 

The excuse? Well, perhaps uniden- 
tified government officials had mistaken- 
ly hinted that official approval for 
such a massive scheme would be forth- 
coming, and the government had not cal- 
culated the vast cost to itself of building 
the necessary infrastructure — roads, 
and so on. Oh yes, and that the govern- 
ment wants to build up its own land bank 
and this expensive-acquisition will use- 
fully boost it. Hardly persuasive. And 
the next time I listen to ex-businessman 
Financial Secretary John Bremridge sol- 
emnly claiming that Hongkong believes 


-in the efficacy of the operation of market 


forces or Chief Secretary Sir Philip Had- 
don-Cave repeating that his only advice 
to speculators is caveat emptor (let the 


buyer beware), T will not be able to resist 


an attack of hysterical laughter. 

€ NO, the real reason for my abstention 
is the government promotion ‘urging 
local people to vote for the district 


boards and thus involve themselves in 


decisions about their city's environment 
and such matters as transport. Some 
time ago, the government imposed 
overnight massive increases on the taxes 
on cars and petrol. The reason? To deter 
private car Ownership — not to put up 
the costs of all transport, as they un- 
doubtedly will. Was it intended to raise 
tevenue? Absolutely not, says egregious 
Transport Secretary.Alan Scott, who, 
like his senior colleagues, rides around 
in a chauffeured car (plus other fringe 
benefits). Then why not have some pub- 
lic discussion on the proposal? Ah, says 
Scott, motorists would have rushed to 


renew their licences. Well, why not, if 


the object was not to raise revenues? No 
answer. But we did consult, says Scott. 

How? With the Transport Advisory 
Committee, of course. End of discussion. 
As the government has so clearly de- 
monstrated its contempt for the district 
councils, as bits of window-dressing of its 
own creation to be ignored when any im- 
portant decision is to be made, I prefer 
riot to join in the charade. 

® THE newspaper Rising Nepal re- 
cently reported a sports meeting for the 
disabled held in Kathmandu. "In the 
100-metre race with crotch.” it recorded, 
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By Dick Wilson 
1937 
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Forty-five years ago, 
on July 7, 1937, shots 
were exchanged in 
the middle of the 
night between Ja- 
panese and Chinese 
troops at the historic 
Marco Polo Bridge 
(Lugouqiao) some 10 
. L H 

miles out of Peking. 

. The cause of this obscure incident has 
—— never been satisfactorily explained. The 
—— 3rd Battalion of the Ist Infantry Regiment 
of the Japanese army in Manchuria was on 
night manoeuvres of slightly doubtful le- 
gality under agreements then existing. 
There was an argument with the local Chi- 
nese garrison commander at the end of the 
manoeuvres over the right of the Japanese 
to search for one of their men who was 
missing. Whatever the precise sequence of 
events, shooting there certainly was and 
_ this gave the hotheads in the Japanese 
- — army leadership their chance to force a 
| war on an unwilling government at home. 
The Marco Polo Bridge incident thus 
/ became the starting point of the second Si- 
5 no-Japanese war. It lasted until 1945, and 
-ifthe West had not itself become engulfed 

in World War 11, and if the Japanese and 
* Chinese governments had not, for differ- 

ent reasons of policy, chosen to close their 
. . eyes to the episode, it would still be re- 
— - membered vividly as the greatest tragedy 

to befall the Asian continent. 

It really began 50 years ago when Japan 
sent its marines into Shanghai in Jánuary 
1932 in retaliation for a Chinese crowd's 

| attack on Japanese monks. Next day Japan- 
F ese aircraft made a surprise bombing raid 


July 






on Zhabei, one of Shanghai's crowded 
suburbs, This was the first of the merciless 
air-raid massacres which were to become 
commonplace later in Spain, Britain and 
| Germany. On March 9, 1932 the Japanese 
army installed the former boy-emperor, 
,Pu Yi, the last to sit on the dragon throne 
of China 20 years earlier, as titular head of 
their new puppet state of Manchukuo in 
northern China. The Japanese were going 
| -to stay on Chinese soil. 

The pressure was maintained, subtly 
but firmly, until the Marco Polo Bridge in- 
cident opened up a direct state of total war 

_ between the two countries. By the time it 
finished in 1945, the Sino-Japanese war 
had claimed, directly and indirectly, 10 
million lives and had made 40 million 
homeless. It saw more than 1.25 million 
Japanese soldiers poured into the bottom- 
less pit of China. And that pathetic coun- 
try was so ravaged that it still suffers from 
the consequences, “Please kill Chinese 
people quickly,” a Japanese schoolboy 
pleaded in.a letter to his father fighting in 
China, “and then come home again.” 
Both the callousness and the optimism 


were typical. The War Ministry in Tokyo 
had promised that the war with China 
would be over in a month but it dragged on 
for almost a decade. 

For all their numbers — 10 Chinese to 
every Japanese — and their depth of terri- 
tory in which to retreat, the Chinese could 
not stand up to Japan's modernised army, 
the best-equipped of its day. China would 
have become, like Manchukuo, a puppet 
of Japan except for Japan's madness in at- 
tacking the United States naval base at 
Pearl Harbour in 1941. That led to the pe- 
tering out of the China campaign and to 
China's appearance in 1945 at the table of 
victors over the Axis powers. 

The final irony was that fascist Japan's 
assault provided a miraculous escape for 
the Chinese communists under Mao Ze- 
dong. If Generalissimo Chiang Kai-shek 


Mao: miraculous escape 


had been left alone he could easily have 
destroyed Mao's small band of Red Army 
guerillas in the closing years of the 1930s. 
But Japan's aggression forced the Kuo- 
mintang (KMT) Chinese Government to 
call on all Chinese troops including the 
communists in patriotic resistance. And 
once the communists were given an open- 
ing, they quickly built up a new power 
base from which they were able to defeat 
the KMT in 1949, The war which the Japan- 
ese have tried to forget, but which every 
Chinese remembers, thus altered the 
ideological balance of forces in Asia in a 
way entirely unintended by the Japanese. 


hinese soldiers set the tone in the 

Tongxian massacre of 1937, where 250 
Japanese soldiers were savagely killed in 
revenge for the shooting of Chinese. A 
Japanese newspaper correspondent de- 
scribed how “the bodies had been so muti- 
lated that there was no telling men from 
women." A Japanese survivor saw à man 
dragged along by a wire pierced through 








` Abid to bury the brutal past 


his nose. China snatched some early victo- 
ries, such as the spectacular ambush of 
Gen. Itagaki's "Samurai" Sth Division in 
the mountain pass of Pinxingguan. Un- 
characteristically, this famous Japanese 
fighter had forgotten to ask for air support 
or send long-range reconnaissance units 
ahead. It was the Chinese communists un- 
der Gen. Lin Biao who scored this victory. 

The worst orgy of cruelty was in the 
then capital city of Nanjing, which the 
Japanese captured at the end of 1937. On 
the road to Nanjing two Japanese subalt- 
erns had a “friendly” competition to see 
who could be the first to kill 100 Chinese in 
individual sword combat. Once inside 
Nanjing, the Japanese soldiery carried out 
systematic rape as a consolation for their 
sufferings and homesickness. Large 
groups of Chinese refugees were taken out 
to the surrounding hills, sprayed with 
petrol and set alight while still alive. 

There is much debate as to why the Ja- 
panese army abandoned its discipline so 
early in this war. Chinese soldiers had 
been cruel on their side, as in the case of 
the Tongxian massacre. But the Japanese 
were habituating their men to treat the 
Chinese as second-class human beings and 
terrorise them. A character in a post-war 
Japanese novel recalled his China service: 
“We had our fun in China too. We did 
whatever we wanted with the women. 
Any bastard that made any complaints we 
tied to a tree and used for target practice.” 

For the first time Japan was fielding a 
largely conscript army unable to match the 
high standards of self-restraint and chival- 
ry exhibited by the volunteers in earlier 
wars. On other occasions during the war 
there were instances of Japanese feeding 
Chinese civilians to ferocious dogs, while 
the use of live Chinese for bayonet prac- 
tice was commonplace. Even incidents of 
experimental surgery on Chinese prison- 
ers were recorded. Chinese were buried 
alive, roasted over fires and doused with 
acid. This was in a violent environment, 
which had seen similar atrocities by Chi- 
nese against Chinese in recent civil wars. 
Chinese soldiers often cut off the noses or 
ears of the Japanese dead on the battle- 
field in the belief that this would prevent 
them from going to heaven. 

In 1938 the Chinese called on an unusu- 
al ally: the Yellow River dykes more than 
20 ft above the surrounding plain were 
breached in order to stem the Japanese 
advance. Local farmers paid the price. 
Some 4,000 villages were flooded, crops in 
three provinces were devastated and 2 
million people lost their homes. The Ja- 
panese army had to regroup for another 
campaign. Gas — tear, mustard, phos- 
gene and chlorine — was one of Japan's 
trump cards in this war, notably employed 
in thé battle of Wuhan. The Chinese had 
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no gas-masks and lost whole battalions in 
gas attacks. 

There were other famous battles, like 
that of the Hundred Regiments, in which 
the Red Army deployed a huge force 
against the Japanese, or Taierzhuang 
which was a brilliant tactical victory for 
the Chinese in a campaign where the Ja- 
panese could not be stopped from advanc- 
ing but the Chinese army escaped capture 
by successive withdrawals. 


Ave phase of the retreat from Xu- 
zhou was witnessed by a British jour- 
nalist: “Neverhave Iseensuch wounded... 
A bare-headed boy staggered forward, his 
steel helmet pressed to his belly and in his 
helmet a section of his intestines. Not an 
ambulance in sight, not a doctor . . . The 
army had next to no equipment, the south- 
ern soldiers never had had shoes . . ." At 
Changsha in the winter of 1941-42, foreign 
correspondents noted 
the dead of both sides 
lying by the roadside 
after the battle "in 
small companionable 
groups like lovers." 

The Japanese quick- 
ly ran out of fuel and 
could not maintain 
logistical support ‘for 
their forward units 
ranging deep into the 
central and southern 
provinces of China. At 
the furthest stretch 
they were 1,500 miles 
from home. The 
Chinese by contrast 
were always able to re- 
treat to another base, 
and their final head- 
quarters in Chong- 
qing, deep inside Si- 
chuan province, was 
never breached by the 
Japanese army. The 
Chinese partisans 
played an extraordin- 
ary role behind Japanese lines, operating 
underground governments complete with 
mints, radio stations, factories and scien- 
tific research centres. 

It took more than a quarter of a century 
after the Japanese surrender in 1945 for 
political relations to resume between the 
two, and even longer for Japan’s Emperor 
Hirohito to express to China's Vice-Chair- 
man Deng Xiaoping regret for the “un- 
fortunate things" which had occurred. 
That was the nearest etiquette allowed 
him to go to a formal apology. + 

“Before the war," a Chinese writer has 
said, “many of us had a sort of affection 
for the Japanese. Our students had stu- 
died in Japan, our revolutionary leader, 
Sun Yat-sen. . . had often sheltered there. 
They seemed more akin to us than any 
other foreigners. Now, from their fight- 
ing, their ravages, their bombing and their 
harshness, there is no one of our people 
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that looks on them with anything but fear 
and repulsion." Only now is the real Japan 
recognised as being different from the 
nightmare of the 1940s and exchanges are 
now beginning to build up on a more nor- 
mal basis. 

Not every Japanese despised the Chi- 
nese. A Japanese soldier wrote in his diary 
in 1938 how strange it made him feel that 
the Chinese prisoners "look like.us." He 
said “It is not at all rare for me to come 
across Chinese faces which remind me of 
Japanese friends. The degree of resem- 
blance . . . sometimes makes me feel very 
uneasy. This may be superficial emotion- 
alism on my part, but leaving aside the 
high ideas of Japanese and Chinese broth- 
erhood and shared Asian identity, I find it 
unpleasant that the enemy with whom we 
are locked in mortal combat should so re- 
semble us as to feel like a neighbour." 

At the back of their minds, however, 





Anti-Japanese propaganda poster: the memories linger. 


the Japanese and Chinese store those bad 
memories from the time when Japan had 
such a ferocious appetite for conquest and 
when the Chinese surprised even them- 
selves by their capacity to fight back. It 
was certainly the most horrid and degrad- 
ing war ever perpetrated on that scale, 
something which should not be forgotten. 

Officially Japan and China now want to 
bury the past. They do not remind us of 
this enormous blot on our: generation's 
page of history. But the war which caused 
so much harm in Asia should be remem- 
bered. One can understand the motives of 
the official and mutual silence. Japan has 
gone off on a totally new course which in 
its foreign relations is dove-like. The 
proud Japanese soldiers of the 1940s now 
live in a pacifist environment where the 
government is not allowed to send soldiers 
overseas and has renounced war as an in- 
strument of policy. 


The anchor of this new policy is, of 


course, Japan's alliance with the US _ 


whose capitalism and democracy it has 
sought to copy. In most of the early post- 
war period, throughout the 1950s and 
1960s, China as a communist power stood 
for everything contrary to this new Japan- 
ese pose, and Japan consorted instead 
with its former enemy, Chiang, in Taiwan. 
Only after former US president Richard 
Nixon had broken the ice did Japan quick- 
ly follow to establish official relations with 
Peking. But during all that time it has re- 
mained in the Japanese interest to pretend 
that the war with China never happened, 
that it was an aberrant interlude of no im- 
portance. 

In theory perhaps the Chinese could not 
have acted differently: Why not discredit 
the Japan which was still opposing com- 
munism in East Asia? But the Chinese 
who are far-sighted in their foreign rela- 
tions understood that the Japanese pos- 
ture of the 1950s was humiliating and 
might well provoke in the end some rebel- 
lion. Besides, the Chinese falsely believed 
that capitalism was doomed as an econo- 
mic system. They therefore hoped to retain 
as much Japanese sympathy as possible, in 
the expectation that they would be able to 
build up a special relationship a little later. 
China appealed to Japanese public opin- 
ion rather than to Japanese ruling circles, 
and if memories of the war had been 
brought up and salt rubbed into the 
wounds this impact would have been 
blunted. 


Provably the Chinese leaders also reck- 
oned that Japan would in one way or 


another pay for the war through some - 
kind of reparation, aid or investment, and _ 


that this would be badly needed by China 
and would be helped by a diplomatic readi- 
ness not to fight the war all over a 
the newspapers. It is striking how, despite 
the tacit agreement to downplay the past, 
the war has remained a Chinese property. 
It was fought, after all, on Chinese soil 
where the Japanese were visitors from 
across the sea. Whenever for any reason 
material is wanted on the war, it comes 
mostly from China: 

Rather daringly, there is a joint film be- 
ing made by movie companies from both 
countries called Unfinished Chess Game. 
The story is set in the wartime period, not 
primarily concerning the fighting but 
rather the effect of the war on chess play- 


ers from both countries. Filmed against a 


Chinese background, it will inevitably 
put a Chinese light on those historical 
events. 

It goes without saying that Japanese 
writers or scholars can hardly research 
into the war in Japan except through 
culling the memoirs of Japanese partici- 
pants who, for the most part, have been 
brilliantly discreet. A pattern has now 
been set, therefore, for such Japanese to 
go to China to collect material. Since a 
Japanese scholar or writer is almost by de- 


in in - 
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finition pacifist, and since one who visits 
China is almost invariably radical, it fol- 
lows that the result of such initiatives is us- 
ually a piece of work setting out Chinese 
claims rather than balanced judgment of 
conflicting claims. 

The area where this can most notably be 
seen is the atrocities which the Japanese 
are alleged to have committed in China re- 
garding biological warfare experiments, 
surgical experiments on Chinese prisoners 
etc. A literature is now building up in this 
field, including such writers as Seichi Mo- 
rimura and Honda Katsuichi. Most of 
these accounts circulate widely in Japan 
after they are published as if there were 
some masochistic need. There seems to be 
no effective reply, perhaps because the 
substance is mainly true. : 

But the factor which probably explains 
the high Japanese readership for books on 
the war is the extraordinary ignorance, 
certainly of the younger generation which 
never knew it, but even of some older peo- 
ple as well. After the Japanese had occu- 
pied Peking for almost two years a West- 


shown signs of disuse or stagnation. Deng, 
the master of post-Maoist China, himself 
came to Tokyo in 1979 for his exchange 
with the emperor, where Hirohito made a 
guarded apology for the war and Deng 
cheerfully insisted that they should look 
jointly to the future rather than dwell on 
the past. He could afford to be statesman- 
like, since the heart of the new Japan af- 
fair from China's point of view is the Ja- 
panese contribution to China's lacklustre 
economic development plans. The Chi- 
nese, for all their isolation, have proved to 
be the better manipulators, more skilful 
players to the gallery of the other side. 


fter Deng it wa* the turn of former 

chairman Hua Guofeng, who at the 
time was an important Chinese leader but 
is now forgotten by everybody. Finally this 
year we have had Premier Zhao Ziyang in 
Tokyo, and Prime Minister Zenko Suzuki 
is to repay the visit later this year. No one 
can regard these high-level exchanges as 
minimal or superficial. There is no doubt 
that the leaders on each side regard the 


The Marco Polo bridge today: from confrontation to cooperation. 


ern correspondent who knew both coun- 
tries wrote: “I have to remind myself con- 
tinually that only the worst elements of Ja- 
pan have come in, and that the people at 
home in Japan would be heartsick if they 
knew and understood what was actually 
happening under their flag in Peking." 

Patriotism in Japan can hardly be more 
intense. During the war there were vivid 
pink handkerchiefs on sale portraying a 
Chinese soldier being blown to bits, the 
blood-red bits splashing out to the edge of 
the border. Japanese mothers even sold 
their daughters as “honourable comfort- 
ers for the Japanese soldiers sent abroad." 
But something, perhaps the nuclear shock 
of Hiroshima and Nagasaki, or the social 
shock of the American Occupation, has 
obliterated all those feelings and left a vast 
canvas of passive disinformation across 
Japan. 

Political and economic relationships be- 
tween the two countries have strangely 
flourished in this void. In the decade since 
the then prime minister Kakuei Tanaka 
made his historic pilgrimage to Peking. 
the official contemporary link has never 





other country as of the highest importance 
in the long-term development of the re- 
gion. 

They know that it is of supreme impor- 
tance for them to establish a regular access 
to the other leadership, not just on the ba- 
sis of individuals but of institutions. When 
six senior cabinet ministers from Japan 
were seen together in Peking 18 months 
ago having extensive discussions with 
their Chinese opposite numbers, no one 
could doubt the seriousness of the mutual 
endeavour. 

That said, there are difficulties and 
areas of disagreement. The exchange of 
personnel is still very limited except for 
tourists who are as usual kept under heavy 
wraps. One of the built-in hazards from 
the Chinese side is the risk of defection of 
their students and trainees, which they 
have already had to face in Western Eu- 
rope and the US and are now facing in Ja- 
pan where, if anything, it is probably easi- 
er for a Chinese to decide to cross the line. 
There was one such case, of a student go- 
ing to the US Embassy in Tokyo, and 
there will doubtless be others. It acts as an 


inhibiting factor on the programmes of 
both the Japanese and the Chinese sides. 

On the other hand it is good to report 
the Chinese taking their new relationship 
with Japan seriously in terms of their own 
population. There is now a weekly Japan- 
ese-language programme on Chinese TV 
called Japanese on Sunday, which will 
consolidate the position of Japanese as the 
second most popular foreign language be- 
ing learnt in China. 

“If Japan and China cooperate, they 
can support half the heavens," said Deng. 
It is this kind of ringing phrase, uttered 
with all the superb self-confidence and 
classical tradition of the Chinese, which 
bowls Japan over. Most Japanese respect 
and feel warmly towards China, more 
than any other foreign country, according 
to official Japanese opinion polls. There is 
a great deal of goodwill available in Japan 
for this bilateral relationship. That would 
only be eroded perhaps, if China's eco- 


. nomic slothfulness continued, if there 


were another upsurge comparable to the 
Cultural Revolution, or if Japan itself 
eventually found more grist to its mill in 
dealing with an area like Asean with an 
economic dynamism nearer to its own. 

There is of course one territorial issue 
which has been soft-pedalled by Deng and 
by all the Japanese prime ministers since 
the mutual rapprochement: the small Sen- 
kaku islands at the lower end of the Ryu- 
kyu chain spreading down beyond Okina- 
wa almost to the coast of Taiwan. This is a 
serious dispute and there have been mea- 
sures taken by both sides at one time or 
another to assert or reaffirm their sover- 
eignty and control of these islands, whose 
importance ranges from fishing to off- 
shore oil. 

The Japanese evidently hope that in the 
long run the Chinese will trade off their 
claim to the Senkakus against some other 
important concession, no doubt a very 
large economic one. The Chinese simply 
keep quiet about their intentions and 
meanwhile the issue is firmly swept under 
the carpet so as not to jeopardise the.ex- 
pansion of the friendship at this early 
stage. Perhaps Japan and China are lucky 
to have only such a small item of territorial 
dispute on their agenda. So China is keep- 
ing its eyes firmly on the economic fruit to 
be harvested from the relationship with 
Japan, while keeping a weather eye open 
on Japan's rather too friendly links with 
both the US and the Soviet Union. 


Jin has certainly come up trumps in 
these 10 normalised years, extending aid 
and technology rather above what the ob- 
jective requirements and situation of the 
Chinese would suggest. The US$20 billion 
agreement of 1978 for an eight-year ex- 
change of equipment and technology 
against Chinese raw materials, including 
oil and timber, provides an example of the 
scale on which the Japanese are willing to 
think when it comes to China. 

The question marks came when the Chi- 
nese planners rushed ahead too fast re- 
cently and placed the Japanese in the posi- 
tion of having to speculate publicly about 
China's capacity to repay the loans. In the 
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event, however, calm and 
the day. The Chinese modi ed their plans 
while Japan dished out more funds to keep 
the momentum going, especially for the 
Baoshan steel complex outside Shanghai 
and the industrial plants in Daqing to 
which Japanese interests have become 
committed. Another US$1.5 billion was 
pledged last year for these two projects. 

It was, of course, China's raw materials 
which tempted the Japanese army and 
business interests into their adventure in 
the 1930s in the first place. Those raw 
materials possibilities still exist, and they 
will remain a factor in the relationship of 
the two countries for a long time. During 
the past decade Japan's hopes have been 
pinned particularly on China's oil poten- 
tial but those hopes have been dashed as 
China has consistently failed to meet pro- 
duction and export targets. 

There are numerous bottlenecks to be 
blamed here, and the Japanese have be- 
come understanding of the problem. They 
already found alternative sources of oil 
after the Middle East crisis of the early 
1970s, and China will not be crucial to the 
Japanese economy for the time being. But 
the more oil that can be got out of China, 
the better the Japanese will like it and the 
more money they will be willing to sink 
into China's development. 

It was naturally a Chinese leader who 
offered a telling philosophical framework 
for the current economic relationship, 
when Zhao suggested to the Japanese in a 
speech in Tokyo last month that Sino- 
Japanese economic relations be expanded 
according to three criteria: 

» on the basis of the peaceful and 
friendly relations arising from the spirit of 
the 1972 Sino-Japanese joint statement 
and the 1978 treaty of peace and friend- 
ship; 

> on the principles of equality and reci- 
procity, and on mutually beneficial terms 
stemming from each country’s need and 
potential; 

> on the basis of long-term stability, 
free from the turmoils in the international 
situation. 

This is a formulation eminently accepta- 
ble to the Japanese, except that the con- 
siderations of mutual equality, reciprocity 
and mutual benefit can seem slightly artifi- 
cial in view of the enormous gap between 
the two economies. But if Japan is going to 
make a success of any of its numerous aid 
relationships with client countries, then 
that success must surely lie in China. 

Not that China is merely a client of 
donor Japan. The relationship is much 
wider ranging. But it does embrace the 
client-donor aspect which has so often 
provided a source of friction and irritation 
in the past, not only between Japan and 
other Thírd World countries but generally 
between the world's North and South. 

But China may have one tiny card up its 
sleeve. Any time the Chinese wish to turn 
the screw on Japanese public opinion to 
make concessions to the Chinese econo- 
my, they can invite some leftwing writers 
to inspect gruesome evidence of Japanese 
atrocities in the 1940s calculated to shut up 





any incipient anti-China lobby in Japan. 
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ll foreign-devil correspondents who 

have worked in Korea will applaud 
the appointment of Foreign Minister 
Lee Bum Suk. He is one of the great sur- 
vivors of the fallen Syngman Rhee 
(rather, Rhee Syngman) entourage. 
Many of us had known him before he led 
the South Korean Red Cross mission to 
Pyongyang in 1972. Since then, he has 
served for more than four years as am- 
bassador in India — wasted talent, I 
reckon — before being wisely recalled by 
President Chun Doo Hwan as minister 
of national unification in late 1980. (In 
India, it was learned by some of us, he 
encouraged unofficial discussions with 
North Korean representatives — never 
disclosed at the time.) 

Shrewd and urbane, he always gave us 
a good story at a news conference and 
knew — with a sophis- 
ticated smile — how his 
name could provoke a 
chaste blush ora vulgar 
guffaw from ignorant 
foreigners. “Shall I tell 
you how to spell the 
name?" he would 
sometimes ask newly 
arrived reporters. 
“There is no ‘€’ in 
Suk.” 

When I first met him 
in the Korean War 
days, my puritanical 
chief sub-editor in Aus- 
tralia decided to use 
initials instead of spell- 
ing his name in full, but 
stupidly thought his 
last name must be the 
family name so Lee 
Bum Suk became L. B. Suk. The mis- 
take puzzled the hell out of Koreans in 
Australia: had a strange Mr Suk ousted 
Mr Lee in a secret purge? (Let it be re- 
membered that there are now three Lees 


in the new South Korean Government 


following 24 changes in the first six 
months of this year. The others are Cul- 
ture and Information Minister Lee Chin 
Hi and Science and Technology Minister 
Lee Chung Oh.) 

The Chinese and the Lao have, of 
course, the same confusion over names. 
I remember how an earnest American 
colleague in Vientiane a decade or so 
ago was staggered to note that a sub- 
editor who smugly believed he had mas- 
tered the tricky Oriental substitution of 
first and family names had christened the 
then Lao prime minister "Ma Phou." He 
cabled: "The prime minister is not the 
mother of Prince Souvanna Phouma." 

As the new foreign minister and the 
former reunification minister, Lee will 
certainly be advising behind the scenes 
in Seoul and promoting the South Ko- 
rean cause on the international horizon 


Lee: shrewd — and humorous. 


as manic Kim Il Sung and his crown 
prince son and heir continue to refuse 
talks on peaceful reunification. 

This month, ironically, was the 10th 
anniversary of the historic South-North 
Joint Communique, which had then 
given, alas, a misleading impression that 
healthy Koreanism would at last prevail 
over the alien communist disease (ap- 
propriately, July 4, 1972). Now Kim has 
scrapped the communique and tries to 
argue that there had been no South- 
North coordinating committee. 

The last — but always futile — ap- 
proaches by Lee to North Korea pro- 
posed an exchange of visits between the 
leaders of the South and North (January 
5, 1981). and a formula for “achieving 
unification through national reconcilia- 
tion and democratic processes" (Janu- 

ary 22 this year). 

Blessed by the new 
foreign minister, this 
year's July 4 message to 
the North said: “We 
once more urge the 
North to stop turning a 


blind eye to the wishes | 


of the people, to regain 
reason and reopen the 
Seoul-Pyongyang tele- 
phone line. and to 
come forward to a form 
of dialogue in keeping 
with the spirit of the 
joint communique for 
frank and ореп- 
minded. discussions of 
the pending ques- 
tions and the future 
of the Korean peo- 
ple." 

There is a deafening silence — natur- 
ally — from the North as Kim builds up 
his "defences" and his crown prince gets 
rid of possible rivals and trains agents to 
enter the South via Tokyo. 

For the record, the new commander of 
United States and United Nations forces 
in South Korea, Gen. Robert Sen- 
newald, estimates North Korean mili- 
tary strength to be 720,000. (640,000 
army, 30,000 navy and 50,000 air force) 
and paramilitary forces 2.69 million, 
North Korea spends 24% of its grQss na- 
tional product on “defence” — the high- 
est of any nation in the world. South 
Korea spends about 6%. US Defence 
Secretary Caspar Weinberger has 
warned that North Korea has “a decided 
advantage in numbers of combat divi- 
sions, tanks, artillery and armoured per- 
sonnel carriers." He also pointed out 
that the existing force of 24 submarines 
and 20 missile boats, still being ex- 
panded, “would be useful only in an at- 
tack role." In the air, North Korea also 
has a two-to-one numerical superiority 
in fighter aircraft. 
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Melanesian pro-independence 
minate a new local government 

Overseas Territory of New 
series of political upsets 
considerably: disturbed the 
. The new governing council 
п June 18 after the earlier 
|. following the announce“ 
Ve Апи by the so- 
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i Paris, which has 
$ Territorial As- 


ie Front: Tüdépendantiste 
group of five pro independence 


\dependence Fédération pour 
uvelle Société’ Calédonienne 


édonie dansla Republique (RPCR). 
arlier council had been made up of 
embers of the RPCR and two from’ 
SC working as a coalition. ; 
iscussions with leaders of all 
. Caledonian political: parties, 
Secretary of State for Overseas 
artments and Territories Henri Em- 
uelli put together a package of what 
called profound and audacious re- 
They included legislation on land 
rm. progressive tax reforms, changes 
methods of operation of mining and 
organisations, and new adminis- 
ve arrangements. These last changes 
Id provide better access for people of 
thnic groups to positions of authority 
ructures which would affirm the cul- 
dentity of thé Melanesians, the ori- 
l inhabitants. 
mmanuelli visited New Caledonia in 
st 1981 (REVIEW, Sept. 11 ^81). In 
ember he came again with High Com- 
ioner in the South Pacific Christian 
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ipped of its legislative: powers and 
estet. from Paris was announced, 













"and his colleagues say that under their 


"Reaction to the governmental decrees 
has ranged from outright hostility from 
the RPCR, through cautious acceptance 
by the FNSC to critical support from the 
FI. But what is the aim of these reforms? 
Is it to make New Caledonia a more accept- 
able part of socialist France or to prepare 
it for some form of independence? 

The FI, which seeks the establishment 
of what it calls a Kanak socialist republic, 
based on recognition of the original ow- 
nership of the land by Melanesians, but 
with equal rights of citizenship for all ethnic 
groups, has a very different vision of so- 
cialism from that of the French Socialist 
Party. As leading Fl member Jean-Marie 
Tjibaou, now vice-president of the coun- 


| cil, said: “The only, but most important, 
a | aspect missing from this programme is the 

4 ultimate destiny the French Government 
| proposes for us. Isit towards France; or is 


it in the direction of a Kanak nation?" 
The RPCR-FNSC coalition in the gov- 
erning council did not last long following 
the introduction of the reform pro- 
gramme. The'parties split. first over taxa- 
tion proposals and then, in mid-June, over 
an Fl censure motion of the council which 


| accused it of “active resistance to evolu- 


tion and change in New Caledonia." 
The two FNSC councillors resigned and 
supported the resolution which was car- 


ried. The council was then obliged to re- 











1 z 
| government of reform and development. 
Nucci clearly eeds the FI, which has 


The front includes most of the able and ex- 
perienced Melanesians and also a number 


“of Europeans. Yet Nucci is not willing, or 


able, to accede to its most ardent wish, the 
recognition of the right to independence, 
because of fears of a backlash from the 
Caldoches, as the long-established white 
settlers are called. 


ince the election of the council, many 

Caldoches and other conservative ele- 
ments have been accusing the FNSC of 
treason for going into coalition with the 
Fl. A new group, the.Liaison Committee 
for the Defence of Institutions, organised 
a rally during the last week of June which 
attracted 5,000 people. A petition was de- 
livered to Nucci calling for new assembly 
elections. 

The same week- industrialist Jacques 
Lafleur of the RPCR resigned his seat in 
the French National Assembly in order to 
provoke a by-election, saying: "It is the 
only way to give the Caledonians a voice." 
He will stand again in his.European-domi- 
nated constituency, but the FI has yet to 
decide whether to.contest the seat. The 
other New Caledonian deputy in the Na- 
tional Assembly. is Ff veteran Roch Pid- 
jot. 

The FI is not without its.internal differ- 
ences, forexample over the question of land 
reform. One member party; the Union 
Саіёйопіеппе — to which Tjibaou be- 
longs — ргороѕеѕ а return of tribal lands 
to the clans for redistribution according to 


Fallout from a strike 


A leader bows to strikers' demands but his policies lead to 
defeat at the polls and a Gaullist comeback in Polynesia 


By David Robie 

Papeete: Gaston Flosse, a businessman 
with Gaullist political leanings, is now at 
the helmin French Polynesia as vice-presi- 
dent of a local government of mainly Tahi- 
tian technocrats following the defeat of 
the autonomists in elections for the Ter- 
ritorial Assembly in May. This overseas 
territory, made up of five main island 
groups spread over 4 million sq. kms of 
ocean, is vital for France, which has been 
staging nuclear tests at the Mururoa atoll 
since 1966. New Zealand Government of- 
ficials said that they monitored a 20-kilo- 
ton test on Mururoa on July 2. On July 14, 
French President Frangois Mitterrand 


| said that Paris intended to modernise its 


nuclear arsenal. 
Fhe Pacific Nutlear Tests Centre con- 
tributes to Polvnesia's budget and Flosse 


eme of things the centre would be 
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pected to more than double its share of the 
territorial budget from: US$30 million to 
US$80 million a year. Inthe May 23 elec- 
tion, Flosse's party, Tahoeraa Huiraatira . 
— promising a new era of prosperity — in- 


f creased the IO seats it held to 13. The Aia 


Api party and-three independents allied 
themselves:with Flosse's:group to form a 
comfortable majority of 19 in the 30- 
member assembly. T 

Aia Арга founded. by Emile Ver- 
naudon, formerly secretary-general ofthe 


resident ofthe governing 
ich won only one seat in the 
nford ваф: led ^ the. au- 
t Uni созан in don former 









custom, while the Libération Kanak Soci- 
aliste party and Parti Socialiste Calédo- 
nien both endorse the view that the distri- 
bution of land should be in the interests of 
the people working on the land. 

The territory continues to be beset by 
economic problems. The low price of 
nickel — of which the territory is a major 
producer — a high level of imports, the 
low level of agricultural productivity and 
the vast inequalities between Noumea and 
the countryside all contribute to an econo- 
my which remains highly dependent on 
help from Paris. One of the projects of the 
Nucci administration, the Office for the 
Development of the Interior and the Is- 
land, aims to begin to redress this im- 
balance. 

Yann Celene. Uregei, an FI assembly 
member, is currently touring member na- 
tions of the South Pacific Forum which 


break up yet another strike by dockers in 
the port of Papeete. Industrial unrest has 
plagued the waterfront since April and has 
fomented trouble among other workers. 
The trouble was triggered off by the sack- 
ing of a popular French leftwing trade 
unionist, Didier Kintzler, from the Tahi- 
tian Social Welfare Organisation. 

Among key demands of the trade 
unions were reinstatement of Kintzler, 
higher pay and am overhaul of the social 
welfare benefits system. A week before 
the election Sanford bowed to some of the 
strikers' demands in the interests of social 
peace. However, this was an unpopular 
move and contributed to his heavy defeat. 


50-year-old businessman, mayor and 
former deputy in the French National 
Assembly, Flosse has wasted no time. He 
has formed a seven-man Government 
Council of young Tahitian technocrats led 
by party strategist Alexandre Leontieff, a 
33-year-old economist. Accusing the pro- 
autonomy leaders of mishandling the 
economy, the Flosse administration has 
pledged better leadership. 
He has already visited Paris to discuss 
revisions to the statute governing French 
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links independent and self-governing 
countries in the region. He will be asking 
member governments to support a pro- 
posal at the August meeting of the forum 
calling for the addition of New Caledonia 
to the list of non-self governing territories 
on the agenda of the United Nations De- 
colonisation Committee. He also hopes to 
gain forum recognition for the FI as "the 
legitimate representative of the Kanak 
people." 

Uregei said: "Such recognition, like the 
recognition given by the Organisation of 
African Unity to the South West African 
People's Organisation as the legitimate 
representative of the Namibian people, 
would help us at the UN. The independent 
countries in the Pacific must realise that 
while the reforms are an improvement, 
and mean progress, they are not leading to 
decolonisation, which is what he want." @ 


Polynesia's relations with France. Secre- 
tary of State for Overseas Departments 
and Territories Henri Emmanuelli is ex- 
pected in Papeete later this month for 
more talks. Although the Gaullists are op- 
posed to independence, they want greater 
self-government, particularly in economic 
affairs. They plan to foster closer 
economic relations with the rest of the 
South Pacific and Japan. 

Flosse and his colleagues would like to 
see the post of vice-president the (highest 
elected post in the territory, second only 
to the high commissioner who is president 
of the Government Council) upgraded to 
president and government councillors 
given powers more in keeping with 
cabinet ministers. They also want tighter 
controls on imports with an annual bill 
running at more than US$500 million for a 
population of 150,000. 

One of the features of the new Territo- 
rial Assembly has been the election of 
three pro-independence assemblymen for 
the first time. They belong to the fast- 
growing socialist party la Mana Te Nunaa 
(Power to the People) which is opposed to 
the Flosse-designed programme and nu- 
clear tests. 
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only steps away from 
international banks and 
corporations. 
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Symptoms of change 












By John Fullerton 

Peshawar: Soviet troops occupying Af- 
—ghanistan will withdraw once interna- 
‘tional guarantees of non-interference in 
` the country's internal affairs are agreed. 
- Nevertheless, Moscow would not permit a 
change in the "progressive, socialist" 
- Status quo in the Afghan capital. That did 
2 -not mean, however, that people should as- 
| ште that President Babrak Karmal 
- Would remain in power. 

` This summary of Moscow's stand dur- 
_ ing the proximity talks sponsored by the 
— United Nations and aimed at achieving 
— progress towards a political solution of the 
— Afghanistan crisis was given by a senior 
‘Soviet Foreign Ministry official to his 
"counterpart in a South Asian govern- 


the international guarantees would be im- 
plemented, or how Moscow believed it 
could sustain the Kabul administration 
р without the presence of Soviet forces, the 
- key phrase concerned Karmal's future as 
_ president and leader of the predominant 
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ment. 
- — While there were no indications of how 


_ Speculation mounts that Moscow is preparing for major changes 
in the Kabul leadership, including replacing the ailing Karmal 


Parcham (flag) wing of the ruling People’s 
Democratic Party (PDP). 

There is mounting speculation among 
independent observers in the Afghan cap- 
ital that Moscow is preparing the way for 
important changes in the PDP's top 
leadership. On May 25. Radio Kabul re- 
ported that Karmal would be stopping 
over in Moscow on his way home from 
East Germany for a medical check-up. By 
contrast, an official Soviet agency report 
said that Karmal would be vacationing in 
the Soviet Union. 

Karmal's stay in Moscow lasted a 
month. Examination of recent photo- 
graphs by Western medical experts here 
and in Europe suggests that the Afghan 
leader may be seriously ill. He reportedly 
displays symptoms of a form of blood 
cancer — possibly leukaemia — or heart 
disease, or both. A swollen face, skin 
stretched tight over his cheekbones and 
forehead, watery eyes and a generally dis- 
tracted appearance have led doctors to be- 
lieve that Karmal's time in Moscow was 


[ It's results that count 


_ Union leaders are at a loss to explain the success of the 


i _ By Mohan Ram 
К New Delhi: Datta Samant, Bombay's 
_ one-man union phenomenon, still rides 
- high after storming another major bastion 
= the textile-mill sector in the western 
-metropolis formerly thought to be the pre- 
_ Serve of unions under the control of the 
. ruling Congress party. Bombay's 50-odd 
mills, employing more than 250,000 work- 
- ers, have been shut down since January at 
- enormous cost. Bombay's textile industry 
- is 130 years old and until Samant stepped 
in was still going relatively strong — it pro- 
- duced more than 30% of India's cloth out- 
[К put and was the origin of much of the 

| country's clothing exports. 

_ Samant launched his strike for key de- 
- mands including higher wages and the 
| granting of staff status to a large propor- 
tion of workers hired almost permanently 
on a temporary basis. As the mills stay 
shut, the strike wave moves downstream: 
. raw cotton prices have slumped, hitting 
the growers; chemical, dyestuff and textile 
machinery industries are in the doldrums; 
more than 30 million man-days have been 
lost in the strike already, compared to a 
nationwide total of 22.56 million in 1981. 
The loss of wages has hit Bombay's 


i 


_ Strike leader who shut down Bombay's textile industry 


small traders: more than 1,300 restaurants 
and hundreds of liquor shops have shut 
down. Several mills say that even if the 
strike ends, they. would be unable to 
reopen as they are crip- 
pled by losses. 

While these facts indi- 
cate the overall cost of 
the strike, it is difficult to 
assess its political im- 


pact. Bombay's union 
leaders, who thought 
they represented | the 


city's working class, have 
been jolted because the 
mill strike is not led by 
any of them. The leader 
is Samant, 49, a doctor 
and former legislator of 
Prime Minister Indira 
Gandhi's Congress par- 
ty, who quit politics and 
began organising work- 
ers in 1977. His success 
has been phenomenal, 
but so far he has not ven- 
tured beyond Bombay. 

- India's organised 
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Bombay textile mill: 30 million man-days lost. 
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spent receiving cortisone therapy and pos- 
sibly injections of female sex hormones. 

Karmal's return to Kabul on June 24 
coincided with a marked increase in the 
frequently violent feuding between the 
minority Parcham and out-of-favour, but 
majority, Khalq (people) wings of the 
PDP. Enmity between the factions is said 
to have been aggravated by the security 
forces' recent operation designed to crush 
the resistance stronghold in the strategi- 
cally located Panjsher Valley north of the 
capital (REVIEW, July 2). 

Friction was evident following the am- 
bush of party members on their way to the 
valley, ostensibly to restore civil adminis- 
tration in the area. The heavy casualties 
suffered among the mainly Khalqi office 
workers dragooned into an unpopular 
venture was particularly resented by the 
Khalqi leadership. which was reportedly 
annoyed at the fact that eligible young 
Parchamites either were exempted or 
were conveniently absent when the call to 
arms came. 


A second sign of leadership changes was 
noted by independent sources in Ka- 
bul. They pointed out that senior defence 
personnel, ostensibly undergoing a six- 
month training course in the Soviet Union. 
included Defence Minister Mohammad 
Rafie, the commander of the Kabul garri- 
son (known only as. Khalil) and the un- 
identified airforce commander. Their re- 
turn was overdue, the sources said. The 





trade union movement is more than 60 
years old. The Congress, through a front 
organisation, the Indian National Trade 
Union Congress, claims to represent 3 
million workers. The rightwing Bharatiya 
Janata Party claims to have a 1.7 million 
strong trade-union following. The two 
communist parties together claim the al- 
legiance of more than 3 million unionists. 

But Samant claims a following of 1.4- 
1.6 million in Bombay city and its 
periphery only. He was the prime mover 
behind 159 work stoppages and lock-outs 
out of a total of 500 in Maharashtra state 
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sources suggested that the Soviets were 
paving the way towards the establishment 
of a national government with strong mili- 
tary representation and somewhat dis- 
tanced from the feuding ranks of the 
party. Ráfie seems to be the key: he has 
failed so far to come down solidly in 
favour of either party faction. 

This is linked in turn to the reported 
move to Moscow of the Afghan Ambas- 
sador to Mongolia, Assadullah Sarwari, 
for consultations. Sarwari is a former head 
of the Afghan State Security and Intelli- 
gence Service, once known by the 
acronym Aksa and now as the Khad, Sar- 
wari was implicated in the numerous ar- 
rests, executions and disappearances en- 
gineered by the previous Khalqi adminis- 
tration led by Hafizullah Amin, the man 
who was killed in December 1979 and 
whose followers were replaced by Kar- 
mals Parchamites. (REVIEW, Jan. 11, 
80). 

For several months the Soviet military 
and civilian staff in Kabul have been giv- 
ing a degree of tacit support or protection 
to a group of what could be called neutral 
Khalqi and Parchamite activists, under 
the leadership of an obscure pro-Soviet of- 
ficial, Zaher Oufuq. He enjoys the 
privileges normally reserved for politburo 
members. His following, known as the 
Work Movement, is small, but is particu- 
larly influential in the armed forces both in 
Kabul and some provincial garrisons. 

The Soviets are no doubt conscious of 


(of which Bombay is the capital) in 1981. 
He was responsible for one of every 15 
man-days India lost during the year. 

Employers denounce his wage demands 
as unconscionable and say his methods are 
unscrupulous and coercive. But he has 
secured more wage rises for his following 
than any other leader or organisation. He 
has little regard for balance sheets or legal 
procedures and often his methods are 
questionable. Nevertheless, workers have 
been deserting their unions and leaders 
and flocking to him. 

From the traditional point of view, the 
Rashtriya Mill Mazdeor Union controlled 
by the Congress is the sole spokesman of 
the 250,000 Bombay mill workers. It op- 
posed Samant’s call for a strike, but failed 
to ensure the working of a single mill. 
Other political parties, especially the com- 
munists, though bitterly opposed to Sam- 
ant, felt obliged to back the strike. 

Conventional trade unionists label 
Samant a mercenary who has elevated the 
pursuit of higher wages to the level of 
philosophy. and who thrives on extrava- 
‚ gant promises. They predicted that Sam- 
ant's decline would begin with the textile 
strike, but today they are at a loss to ex- 
plain his success. They do not seem to rec- 
ognise that workers have been moving 
away from them to Samant, indeed mov- 
ing away from all ideology and politician- 
led unionism. It may be that, unlike Sam- 
ant, other leaders have political responsi- 
bility and cannot advance populist de- 
mands and indulge in what they might 
consider reckless action. 
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Karmal: fading away? 





the fact that one factor at the root of the 
party division has been ethnic and linguis- 
tic differences. To secure the loyalty of the 
two groups rather than trying to force 
them together would not only be more 
pragmatic, but would tie in with Moscow's 
long-range administrative and political 
programme for the tribal and ethnic 
groups in the country. 

The formal opening on May 12 of the 


new Hairatan bridge linking the Soviet 
Union with Afghanistan by rail over the 
Amur river has fuelled speculation in 
Kabul that Moscow has deliberately slight- 
ed Karmal. 

Karmal himself, together with several 
prominent politburo members, including 
Prime Minister Sultan Ali Keshtmand and 
Karmal's brother, Baryalai — who is the 
man responsible for all major foreign- 
policy decisions at present — travelled to 
Termez on the Soviet side of the river to 


attend the unveiling of a statue of Lenin 


and to open the bridge. 

As Parchamites were quick to notc as 
they sat watching the event on Kabul city's 
TV network, Soviet high-level officials 
were conspicuous by their absence. A 
lowly alternate member of the Soviet 
party's politburo and chief of the Uzbekis- 
tan Communist Party — unnamed by 
Radio Kabul — represented Moscow. 

If changes are in the air, the Soviets are 
likely to promote a national-front govern- 
ment. It might comprise senior members 
of the National Fatherland Front — a unit- 
ed-front organisation recently revived on 
the second anniversary of its inauspicious 
beginnings — and possibly some tribal and 
ethnic representatives from provincial 
centres. The aim, it is suggested, would be 
to present a more acceptable and legiti- 
mate face to the outside world, especially 
in the context of further rounds of UN- 
sponsored talks aimed at progress towards 
a settlement. r] 
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Uy, FEASIBILITY STUDY OF 
PERMANENT BRASS MOULD 


RODUCTION CENTRE 


The Trengganu State Economic Development Corporation intends 
to conduct a feasibility study on the Permanent Brass Mould 
Production Centre in Kuala Trengganu. Consulting firms who are 
interested in being considered for the prequalification for the above 
study should write in giving full details of their qualifications and 


experiences addressed to: 


The General Manager, 
PMINT, 
2nd Floor, Wisma Maju, 
Kuala Trengganu, 
Malaysia 


by 31st August 1982. Shortlisted firms who will be given the Terms 
of Reference will be required to submit their proposals for 
consideration. 
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0" of the recurring themes in the pages 
of the REVIEW is the inherent stability 
achieved along with growing prosperity by 
most of the nations of East Asia. It is a 
theme worthy of repetition, for many 
people living outside the region still retain 
images of it once seared into their minds 
by the TV cameras covering the Vietnam 
war, coloured with the hues of blood and 
napalm, of conflict and violence, of insec- 
urity and subversion, of urban slums and 
rural poverty, of refugees and over-popu- 
lation. Less than a decade ago, the Ameri- 
can intervention in Vietnam was still being 
justified in terms of the *domino theory" 
which predicted that communist. take- 
overs in Indochina would be followed 
shortly and inexorably by the fall of al- 
legedly fragile regimes in Southeast Asia, 
as Moscow, Peking and Vietnam ex- 
panded their imperialist empires. 

The domino theory has worked, but in 
reverse. The Southeast Asian neighbours 
of Indochina continue to prosper, their re- 
silient societies free of any foreign 
hegemony. It is the communist states 
which languish in economic distress, with 
Cambodia and Laos under the heel of 
Hanoi, which is itself utterly dependent on 
Soviet aid and under continual threat from 
China. The five nations of Asean will 
shortly celebrate the 15th anniversary of 
that grouping, having achieved, at least 
over the past eight years, slow but sure 
progress in economic cooperation and a 
very real sense of political unity. 

It would be reasonable to expect that 


` these successes, achieved in the face of ex- 


ternal challenges and global recession, 
would be reflected in a growing sense of 
self-confidence throughout the region. 
Yet this is not so. With a few honourable 
exceptions, the governments of East Asia 
still arrogate to themselves draconian 
powers to imprison without trial, to limit 
public debate and political meetings, to 
curtail free speech and to control the 
press. It seems that the governments do 
not share the confidence apparent among 
the people they rule and among the in- 
creasing number of foreign firms and ban- 
kers who are investing in East Asia's fu- 
ture. 

It may be that the secret files of their 


| Security services reveal a higher degree of 


subversive opposition and plots to over- 
throw the government by force than is ap- 
parent to the outside observer. It is true 
that the sporadic arrests of Soviet agents 
and the expulsion of Soviet diplomats re- 
veal that the KGB is still active. It is also 
true that most Southeast Asian regimes 
are still under challenge from active insur- 
gents, though none could be described as a 
"people's war" or is likely to spread into a 
prairie fire. With the possible exception of 
Islam, ideologies are going out of favour. 
The doctrines of communism’ and 


28 s 


socialism having long since forfeited any 
claim to be able to create either wealth or 
egalitarian societies, few of the peoples of 
East Asia appear vulnerable to leftwing 
proselytisers. 

The main threats East Asia faces today 
are new; they are the problems associated 
with growth — of urbanisation, of political 
and social adjustment to modernisation 
and change. They are not problems which 
can be dealt with by old-fashioned 
methods hatched in the days of the Cold 
War, by restricting freedoms and muzzl- 
ing debate. They can be solv- 
ed only by encouraging the 
involvement. of the whole 
community and by maximis- 
ing two-way communica- 
tion. 


ня, the re- 
gion's governments re- 
main ultra-sensitive to dis- 
sent. Speaking with a very 
senior Indonesian official 
just after Golkar's landslide 
election victory in May, I 
asked him why the regime 
had ascribed so 
much importance * 
to the isolated out- 
breaks of mob vio- 
lence, mostly by 
young teenagers, 
during the election 
weeks, and why 
newspapers had 
been forbidden 
from reporting the 
incidents. The 
answer was that 
such reports could 
have exacerbated 
tensions and 
caused the vio- 
lence to spread. 
When it was pointed that the very lack of 
news coverage had resulted in the spread 
of wildly exaggerated rumours, alleging 
dozens of deaths, he answered (and here 
the military mind reveals itself) that that 
argument must remain unproven and that 
outside observers failed to appreciate the 
lack of discipline in Indonesian society. 
"Just look at the traffic problem in 
Jakarta," he said. *I am ashamed by the 
way in which our drivers ignore all the 
rules." 

Curiously, the same image was used to 
justify the controls, including its.own ver- 
sion of martial law, wielded by the govern- 
ment of Taiwan. Raymond Tai, the de- 
puty director-general of the Government 
Information Office, speaking to an inter- 
national group on the overscas image of 
Taiwan, said: *The other day, a visiting 
British journalist told me he had found 
one aspect of my country unique. I asked 





if he meant our delicious Chinese food. 
‘No,’ he said. I asked him if it was some 
other aspect of culture. ‘Not especially,” 
he said. Perplexed. 1 asked him if he had in 
mind the beautiful scenery of the island. 
‘No,’ he said again. In desperation, I as- 
sumed the offensive and asked him what 
he had in mind. He then confessed. ‘In 
England, we drive on the left side of the 
road. In America théy drive on the right 
side of the road. But here, people drive on 
both sides of the road'." Tai added: "My 
British friend had a point. Our traffic dis- 




















cipline is very new and still leaves some- 
thing to be desired." 

The inference seems to be that those 
who ignore traffic regulations have an in- 
herent lack of respect for authority and a 
degree of individuality to which nations 
still facing developmental challenges can- 
not afford to give free rein. Japan may 
provide an excellent model for develop- 
ment, but other Asian societies cannot 
match the enviable self-discipline of the 
Japanese people (who do obey traffic sig- 
nals and wait obediently for the green light 
before crossing the street). Therefore, dis- 
ciplines must be imposed from above. 
Basically, the leaders' attitude appears to 
reflect a genuine lack of confidence in the 
maturity and good sense of the man in the 
street, 

But such uncertainties are not confined 
to the military mind. Deep in the con- 
sciousness of most past Asian leaders lie 
vivid memories of past crises when the 
way of life they represent appeared likely 
to be engulfed by the forces of chaos or 
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ог both. The. leaders оѓ 
i recall the exodus from the mäin- 
id, those of South Korea the onslaught 
rom. the North, those of Malaysia and 
gapore the long years of the 
Emergency; those of Indonesia the Pe- 
king-backed Gestapu plot, when the late 
nt of Indonesia, Bung Karno, was 


























ing шене һу communist pen 
rsion and debilitated by the politics of 
Orruption, a year after Thanom Kit- 
ikachórn had taken the same course in 
-Thailand for similar reasons. Old men do 
;;, not forget, and they wish that the young 
could share their memories. 

^v That is partly why today the leaders 
| wield powers which appear to be out of 
proportion to the threats which outsiders 
and their own younger generations per- 
ceive — why Indonesia moved so cauti- 
ously in releasing most of its political pri- 
soners, why Marcos has concentrated so 
















much power in his own hands, why Singa- | 
pore still invokes its Internal Security Act | 


and Malaysia bans any politicking except 
by the registered: political parties, why 
Seoul-and Taipei continue to-attempt to 
educate their populations into sharing 
their own siege mentalities and why Thai- 
Лапа which, though today a front-line 
“state, is admirably the most rélàxed in its 
` attitudes; can still Kick out a foreign jour- 
паны who writes unwelcome copy. 


‘The reasons go deeper than the remain- . 


ing.convictions or. suspicions that Mos- 
cow, Peking and Hanoi are still intent on 
the ove lirow. of such societies. In Confu- 





E bility. п not oppressing the. ve and of 
providing a clean. and efficient govern- 
ment. In return the people owe the leader 
almost unquestioning obedience. In such 
a society, the. phrase “loyal: opposition" 
becomes. a contradiction in terms. If.a 
“leader enshrines that best hope. for his 
country, it follows that those who oppose 
him are nothing short of traitors. 
aps something of this attitude ex- 
plain it appeared to be the over-reac- 
tion of the leaders of Singapore (who cer- 
tainly provide their people. with peace, 
stability and good government) when vot- 
ers in the Anson by-election last year re- 
` turned to parliament a sole representative 
“of. the opposition, J. В. Jeyaretnam. 
rhaps the REVIEW over-reacted too, for 
5 difficult to think of any other nation in 
@. world where one by-election result 
< would merit a cover feature. 
-But the REVIEW was, in fact, mirroring 
the. worried self-examination into which 
the result plunged the ruling People's Ac- 
: tion Party (PAP). Did Jeyaretnam'sbrand 
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democratic socialism mark the begin- 
ngs of a viable. alternative: government? | 


society” have both for the workers of 
Anson and for dissident intellectuals? 
Such worried questioning was soon 
answered as leyaretnam's first’ appear- 
ance in parliament and his scatter-gun ap- 
proach revealed that he constituted little 
threat. The PAP's worries appeared to de- 
cline, shifting to a resentment that the vot- 
ers of Anson, wanting to register a pro- 
test, should have preferred Jevaretnam to 
the PAP, with its proventrack record. It is 
presumably hoped that the verdict that the 
parliamentary privileges committee, at 
present pondering Jeyaretnam's par- 


liamentary behaviour, will demonstrate to’ 


the thankless voters who returned him 
that they have chosen an unworthy cham- 
pion. 


he abiding sense of insecurity shared 
by the leaders of the prospering and 
stable states of East Asia brings with it cer- 
tain benefits. It ensures that governments 
are never complacent and, whether they 
are parliamentary democracies: or. au- 
thoritarian regimes, they are acutely con- 
scious of, and thus more responsive to, the 
wishes and grievances:of the people they 
rule. ` 
It is generally assumed that nations 


prosper best in times of peace and stability 


— and this is surely a truism. However, 
the experience of East Asia over the past 
couple of decades may indicate that the 
existence of a challenge or a threat — as 
long as it is sufficiently remote — is a vital 
ingredient .of growth. Every. successful 
East Asian economy has prospered de- 


spite a lowering, if non-immediate, threat, 


sufficient perhapsto encourage the people 
to work for today, because tomorrow car- 
ries no guarantees. 













The two parts of partition ed nation 
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a Moscow-backed Vietnam whic 
posed its hegemony on Indochin: 
forming Thailand into a front-line 
and reminding Malaysia, S 

посе of their dil 


















some way tó ola its rela 
economic success. ) ; 







Japan — has long nur 
outsiders have found 
Even after it had 













matched by any other 
try, the Japanese ren 
of the solidity of the 
used to point to the 
their industrial exj 
dence on overseas mar t 

of energy and raw materials and 
the liberalisatioit of their own € 
by arguing that it was founded 
sand. 

` More recently, however; the 
have realised that they are in fact m 
ficient at manufacturing and m 
than their former mentors iri the W 
are enjoying a new self-confidence, 
sense of superiority. It may be th 
complacency, rather than welfa 
home or protectiónismr abroad, 
the beginning of Japan's eventual: 
Meanwhile, the rest of Eas 

to lower its guard and nurse heal 
doubts. | : 
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residency. Distinguished faculty advisors. 
Act now to advance your career 
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ng the way 


Amending the Constitution to call an early presidential 
election is seen as a UNP move to continue in power 


By Manik de Silva 


Colombo: The Sri Lankan cabinet on July 
7 approved the drafting of wide-ranging 
changes to the country’s election law, pro- 


_ voking opposition charges that the ruling 


United National Party (UNP) was trying 


to tailor the law to its own advantage and 


fuelling speculation that President Junius 
Jayewardene plans to call an early presi- 


dential election to take advantage of the 
... current disarray in the opposition. 


The changes. proposed include em- 
powering the president to call a presiden- 
tial election four years after assuming of- 


fice. This would enable Jayewardene, 


whose current six-year term ends in Feb- 
ruary 1984, to call a presidential election 
in the near future if he so wishes. There 
are compelling reasons for the incumbent, 
who will be 76 in September, to seek an 
early mandate. With former prime minis- 
ter Sirimavo Bandaranaike stripped of her 
civic rights and disqualified from the race, 


- the opposition will find it very difficu t to 
field a credible candidate against Jayewar- 


dene. 
The opposition's current predicament 


. prompted Trade Minister Lalith Athu- 


lathmudali to remark that it was his per- 
sonal view that Jayewardene will be re- 
turned unopposed. Mrs Bandaranaike, 


‘politically active and determined to return 


to national leadership despite the legal 
shackles that weigh her down, was quick 
to retort that there will be an opponent, 


“but we won't name him now because the 


government might try to take away his 
civic rights." 

The proposed changes to the election 
law, expected to be presented to parlia- 
ment in August, require amending the 
1978 Constitution which made Jayewar- 


. dene — elected prime minister with a mas- 


sive mandate in 1977 — the country's head 


_of state as well as head of government with 


unprecedented powers. 
Other proposed constitutional changes 


are: shortening the period between the 


roclamation of an election and the poll- 
ing date to three-five weeks; enabling 
MPs of all parties to participate in forming 
a government to ensure stability; empow- 
ering the president to dissolve parliament, 
and allowing the parties to fill the par- 
liamentary seats they have won at an elec- 


_ tion with MPs selected from а list public- 


ised before the election in a proportional- 
representation system. 

Mrs Bandaranaike, who is already cam- 
paigning against the changes to the elec- 
tion law, has challenged the president to 
restore her civic rights and take her on in a 
straight fight without the proposed 
amendments. Although Jayewardene has 
the power to restore the civic rights of dis- 
enfranchised citizens, he has said that he 


will not rehabilitate Mrs Bandaranaike as 


"she has not reformed.” 

It is clear that the opposition will chal- 
lenge the constitutional validity of the 
proposed changes in the Supreme Court. 
Lawyers of Mrs Bandaranaike’s Sri Lanka 
Freedom Party (SLFP) are examining the 
bare bones of the proposed legislation that 
have been made public so far and prepar- 
ing for a legal battle. It is equally clear that 
the government will not go ahead with all 
the changes proposed at the July 7 cabinet 
imeeting. There has been discussion about 
the proposals within influential govern- 
ment circles and it is felt that some of the 
changes are unnecessary. 

The Constitution requires that any laws 
affecting the franchise of the people must 
be endorsed by a referendum. The gov- 








Jayewardene: unopposed? 


ernment would want to avoid a referen- 
dum in which the opposition could fare 
better than at an election. *A referendum 
will not be necessary. There will be no 
amendments affecting franchise," a UNP 
leader said. 


I the case of advancing the presidential 
election, the government argues that this 
would be an enhancement of franchise 
rather than a dilution: the people will be 
piven an earlier opportunity than required 

y the Constitution of deciding whether 
they want the president to continue in of- 
fice. But opposition lawyers counter that 
whether there is an enhancement or dilu- 
tion of franchise, it is affected and there- 
fore there should be a referendum. 

To most observers here, tlic early presi- 
dential election seems to be the most vital 
of the changes proposed. Although some 
opposition leaders claim that they will not 
be disadvantaged by the lack of a candi- 
date who can convincingly challenge 


"T email margin the opposition can claim 





rather hollow. it) dene 





that the votes of ethnic minorities have 
kept the president in office, a good issue to 
exploit. 

With the majority Sinhalese evenly di- 
vided between the UNP and the opposi- 
tion, the electoral picture in Sri Lanka 
clearly indicates that anybody who wishes 
to be president must count on minority 
support. Jayewardene has been assidu- 
ously building bridges towards the Tamil 
minority and can now be reasonably sure 
of substantial Tamil support at a presiden- 
tial election. This is true of the indigenous 
Jaffna Tamils, whose political leaders in 
the Tamil United Liberation Front 
(TULF) are today closer to Jayewardene 
and the UNP than to any other political 
party. It is also true of the Indian Tamil 
plantation workers whose leader, S. 
Thondaman, is a member of the cabinet. 
The Muslims also favour the UNP. 

In recent months Jayewardene has been 
working hard to overcome suggestions 
that the Sinhala Buddhist majority has 
been short-changed in his quest for minor- 
ity votes. He has also come down hard 
against communal and religious chau- 
vinists who have attempted to whip 
up narrow sentiments to be exploited as 
elections draw near. While maintaining 
his image as the national leader of all the 
people, government propagandists have 
projected the president as a devout and 
concerned Buddhist, which he is. 

It is clear that the proposed changes to 
the election law should be the rallying 
point of the anti-UNP forces. The TULF 
has said nothing. It need not, as it has al- 
ways kept out of the Constitution-framing 
and amending process on the argument 
that it stands for a separate Tamil home- 
land and opposes the unitary Constitution 
that all other parties in the country favour. 

The Janatha Vimukthi Peramuna (JVP 
— People’s Liberation Front), which 
launched the abortive revolt of 1971 when 
thousands of youths were killed, recently 
won Official approval as a political party. 
The JVP leader, Rohana Wijeweera, 
recently told a meeting that the JVP too 
would put forward a candidate for presi- 
dent. A JVP candidate would erode op- 
position votes and not cause the UNP 
much damage. 

There is a great deal of speculation 
about who the SLFP will support at an 
early election. Mrs Bandaranaike is not 
likely to want to risk her son, Anura, who 
recently abandoned his breakaway faction 
and returned to his mother’s fold. A bad 
defeat could finish him off politically. The 
SLFP’s deputy leader, T. B. Hangaratne, 
is mentioned as also 15 Hector Kob- 
bekaduwa. 

Another name persistently mentioned 
is Colvin de Silva, a 50-year veteran in 
politics who, with Jayewardene, is the last 
of a generation of politicians who 
achieved national eminence before inde- 
pendence. De Silva is a good bet for the 
oppósition, but he is not a member of the 
SLFP and does not belong to the majority 
farming caste. ч 
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The British Bank 
ofthe Middle East 


knows what's what 


Asamember of The Hongkong Bank Group 
we have direct contact with nine hundred offices 
in over fifty countries, in all major financial 
areas, connected by satellite Speedlink, and 
offer the full spectrum of banking services 
including commercial and merchant banking, 
insurance, finance and investment management, 
and trustee services. 

Business Profile books are just one ofthe 
examples ofthe specialist services provided. 

For copies of these books write to one of the 
addresses given: 


Head Office | Queen's Road Central, Hong Kong 
Temporary Address: 23rd Floor, Admiralty Centre 
Tower I, Harcourt Road, Hong Kong. 

Telephone: 5-8228333 Telex: 73201 

Group London Regional Office 99 Bishopsgate, 

London EC2P 2LA Telephone: 01-638 2366 

Telex: 889185 

The British Bank of the Middle East Falcon House, 
Curzon St., London WI Y 8AA 

Telephone: 01-493 8331 Telex: 27544 

The British Bank of the Middle East 195 Brompton Road, 
London SW3 ILZ Telephone: 01-581 0321/4 Telex: 8953821 








Prindples 


before prices. 


BMW cars combine exceptionally ad- 
vanced engine and suspension technology 
with superior handling, a high level of com- 
fort, an all-embracing passive safety system, 
and an unusually comprehensive range of 
fittings and accessories. And the sum total 
is enhanced by the quality of the materials, 
the solidness, and the internationally ack- 
nowledged, high standards of “made in 
Germany" workmanship. 

With their concept of uncompromising 
quality, BMW cars prove that you can still 
satisfy all the demands of our times without 
sacrificing any of the fascination for dyna- 
mism and vitality. 

They are built for drivers who allow 
themselves the freedom of demanding that 
bit extra. And for them, the exclusivity of a car 
is related as much to individual, unmistak- 
able styling as it is to advanced, progressive 
technology. 

In every walk of life that *something 
better" has its price. But whoever is able to 
satisfy all his requirements in a car cheaply, 
has probably demanded too little in the first 
place. 

BMW's world-wide success confirms 
that it's exactly those people who are only 
satisfied with the best, who also have that su- 
perior understanding of the true difference 
between price and value for money. 


The photograph shows a BMW 3-Series. 


Model and equipment availability in the 
BMW international range may vary from 
country to country. 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 63, 
Waterloo Road, G/F., Kowloon, Tel.: 3-7145 271 
Indonesia: 
P.T. Tjahja Sakti Motor Corp. Jl. Cikini Raya No. 70, 
Jakarta Pusat, Tel.: 34 82 03/3213 75 
Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., Wisma MCA, 
Jalan Ampang, Kuala Lumpur, Tel.: 4185 55 
Singapore: 
Performance Motors Ltd., 475 Tanglin Halt Road, 
Singapore 0314, Tel.: 63 87 88 
Brunei: 
Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394, Jalan Gadong 
Bandar Seri Begawan, Tel.: 2 03 63 
Taiwan: 
Pan German Motors Ltd. 349, Tun Hua North Road, 
Taipei, R.O.C., Tel.: 7813101/7510173 
Thailand: 
Continental Auto Centre Co., Ltd., 6, Rong Muang Soi 
5 Rd., Bangkok 5, P.O. Box 5/120, Tel.: 214-25 21-7 


When vou transfer 


through Chase, you 
owledge that 


You can relax because Chase has the latest computer technology in place to transfer 
US dollars to any money center in the world. And to confirm it instantly. And deliver 
a printed confirmation the next day. That's banking on Chase Time. 

A transfer with Chase is virtually error free. At Chase, we like technology to be 
easy to live with. So, unlike other funds transfer systems, Chase can take your order 
in just about any form. By mail, phone, telex, SWIFT, or from the computer terminal 
right at your desk. The minute you deliver it we feed it into our computer system. 
And speed it on its way to any of over 100 countries. It's no wonder that we transfer 





money overseas 
can relax in the 
we won't relax. 


more money than any other bank in the world. 

And when you use a Chase Regional Service Center located in Hong Kong, 
Singapore and Tokyo there is no problem in dealing with continents that have time 
zones completely out of synch with your own. So if there is an error, garbled or 
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missing information it's caught. In your time zone. Before it's transferred. 
Now more than ever, time is money. So call the Chase Manhattan Bank. 


Contact Anna F. DeRossi, Second Vice-President. Tel: Hong Kong 5-7905005. 


In the race against time, the Chase is on. 


© The Chaseison. 





xunchallenged authority! 

There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 


Eastern Economic Review by an overwhelming 
majority! 


xvnparalleled coverage! 


No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- 
ern Economic Review! _ 


xunequalled performance! 


Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 56,000 copies 
per issue. 















. No other publication in the region can ateh i 
c performance. In fact the Review's circulation h; 
. grown by a number larger than the total present - 
_ day circulation of any of the publications which | 
Started during the years in question. : 


A growing number of advertisers have taken full | 
. advantage of this impressive growth. The Review 
. has increased its ad page volume from 1 458. | 
1978 to 2,177 in 1982. 


Advertisers know beyond question that de) 
. Review reaches the highest concentration of © 
 Asia's most important people. And they know - 
that as an effective advertising vehicle, its perfor- - 
. mance is unequalled. c 
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For Advertisers who take Asia seriously - v 
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HindsightS grand conspiracy 


Infamy: Pearl Harbour and its After- 
math by John Toland. Doubleday. 
USS$17.95. 


ON the night of December 7, 1941, as the 
exultant Japanese fleet hurried homeward 
after the attack on Pearl Harbour, a sullen 
United States president Franklin D. 
Roosevelt met congressional leaders and 
cabinet members in the White House. It is 
said that Sen. Tom Connally most graphi- 
cally expressed the nation's sense of shock 
and vulnerability: *How did they catch us 
with our pants down, Mr President?" 

Roosevelt reportedly could only answer: 
"I don't know, Tom. I just don't know." 

What did Roosevelt know? Had the ad- 
ministration received advanced warning 
of the Pearl Harbour attack? Rumours 
were prevalent and persistent, but during 
the war years a full public investigation 
was not possible. 

Since the war, however, a major con- 
gressional investigation and scores of his- 
torians hàve examined the available evi- 
dence, interviewed participants and 
formed judgments. Two distinct schools of 
interpretation, the orthodox historians 
and the revisionists, have emerged and 
have agreed on one point: that signals 
were present in 1941 suggesting that Japan 
might attack Pearl Harbour. 

The orthodox interpretations point out 
that by listening in on Tokyo's diplomatic 
messages, the Americans knew that war in 
the Pacific might erupt at any moment; 
they did not know exactly when or where 
Japan's expansion would begin. With the 
benefit of hindsight it is rather easy to dis- 
cern the clues pointing to a possible attack 
on Oahu, but in 1941, for every ambiguous 
signal that Pearl Harbour was Tokyo's 
target, the White House received many 
competing warnings that Japan would in- 
vade Thailand, Singapore or possibly the 
Philippines. The root cause of the surprise 
was Washington's disbelief that Japan 
would risk a direct attack on Hawaii, 
coupled with a fixation on the threat it did 
expect — an attack somewhere in South- 
east Asia. 

The revisionist historians find sinister 
design where the orthodox see only a 
tragic series of mistakes. It is argued that 
Roosevelt knew that Japan was about to 
attack Pearl Harbour, but did nothing so 
as to trick a reluctant American public into 
World War II. Toland's work is perhaps 

, the most extreme contribution yet to this 
revisionist conspiracy literature. 

This is a very disturbing book, despite 
Toland's failure to establish that such a 
monstrous conspiracy existed in 1941 and 
has been covered up for the past 30 years. 
It is disturbing because it so lucidly de- 
monstrates the seductive attractions. of 
conspiracy theories. A historic event is, by 
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its nature, a dishevelled, untidy affair. A 
conspiracy theory appeals to our desire for 
order; it ties up every loose end. 
Toland's method is emotionally com- 
pelling but intellectually unsound. One by 
one, every possible signal that Pearl Har- 
bour might-be attacked is presented, usu- 
ally out of context and always without the 
countervailing warnings that aggression 
was coming elsewhere, in an effort to 
suggest that Roosevelt must have known 
about the attack. Under the weight of ac- 
cumulated "evidence," the reader's view 
of Roosevelts complicity is meant to 
undergo à radical transformation: the in- 
conceivable becomes plausible; the plausi- 
ble becomes quite possible; the possible 


Hoosevelt: focus on the expected. 


becomes probable, then likely, and fi- 
nally, with a crash of cymbals, what was in- 
conceivable has become obvious. Every- 
thing is suddenly clear: “The comedy ofer- 
rors . . . only makes sense if it was a 
charade, and Roosevelt and the inner cir- 
cle had known about the attack.” 

Yet on close examination, each piece of 
evidence for this conclusion is marred by 
one of three major errors of historical 
analysis. The first can be called “dead-end 
reasoning." ^ Toland's — well-publicised 
claim that US Navy personnel in San Fran- 
cisco used intercepted radio signals to lo- 
cate the Japanese fleet approaching Hawaii 
falls into this category. Even if the story is 
accurate — and Japanese naval officers in- 
volved and alive today state that the attack 
fleet maintained radio silence throughout 
its approach — Toland presents no evi- 
dence whatsoever that this information 
reached anyone in Washington, much less 
in the White House itself, 

Secondly, some of the evidence is sub- 
jective to the point of being quite disin- 




































genuous. Toland quotes then secretary of 
labour Frances Perkin's recollection O 
Roosevelt's facial expressions at the D 
cember 7 White House meeting: “I had 
deep emotional feeling that something wa 
wrong . . . His surprise was not as great as 
the surprise of the rest of us." Yet as she — 
also admitted that the mere possibility M 
“that this country will be involved in a war - 
with Japan in the. Pacific . . . had never - 
crossed my mind," such a personal recol- - 
lection is indeed specious evidence. ^e 
Thirdly, Toland's most spectacular new | 
evidence abundantly demonstrates how 
an observer's memory and a historian's _ 
analysis can be unduly affected by the ' 
perils of hindsight. Toland interviewed — 
Capt. Johan Ranneft, the then Dutch 
naval attache in Washington, who visited 
the US Office of Naval Intelligence on De- 
cember 6, 1941. The author reports that - 
when Ranneft asked where the Japanese - 
carriers were, “someone put a finger on — 
the wall chart 400 miles or so north 
Honolulu." Yet, in an exerpt from Ran- 
neft's diary, conveniently reprinted in the — 
book, he wrote that he was told that there — 
were two Japanese carriers to the west of | 
Honolulu. 1 
We now know that there were sixJapan- | 
ese carriers hidden north of Hawaii on De- 
cember 6, but two American carriers to _ 
the west of Honolulu. The simple possibil- - 
ity that Ranneft, in the heat of crisis and 
through a Dutch-English language bar- 
rier, merely misunderstood confusing in- - 
formation is not even considered by To- _ 
land. Hindsight distorts specious 
dence: the ambiguous appears ob 
and what may have been a simple mistake 
becomes the foundation of a sinister con: 
spiracy. 
But perhaps disputing individual pic ! 
of evidence is counterproductive in ; 
case because of the "Catch 22" of hee. j 
racy theories: when available doc 
do not support the author’s argument, | 
just proves that the conspiracy's cover-üp 


has been highly effective. Here one ca 


bour warning from Java to Washington 
December 5, 1941. Thorpe's message 
can be read in the archives, but it warns 
only that war might soon break out and _ 
does not mention Pearl Harbour specifi- 
cally. Rather than considering that one _ 
man's memory can be treacherous, Toland “4 
merely states that “the paragraph warning _ 
of the Hawaii attack was, curiously, de- 
leted in transmission." 1 
In short, Toland has ironically dem- - 
onstrated precisely the phenomenon | 
which so tragically misled American | 
statesmen in 1941. If one focuses exclu- | 
sively on what one expects to see, it is re- - 
markably easy to overlook the contradic- _ 
tory and conflicting signals pointing else- 
where. Roosevelt and his advisers com- 
mitted this mistake in 1941; Toland's book | 
is a mirror image of the same human error. | 
—SCOTTSAGAN | 
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` The World Bank turns to US funds, spelling uncertainty for borrowers 


At the market's mercy 


By Richard Nations and Robert Manning 


- Washington: On July 1 the World Bank 
quietly initiated a revolution in develop- 
ment finance which slipped by all but un- 
noticed. On that date the charge for long- 

` term  (non-concessional) loans was 
changed from a fixed to a "variable" in- 
terest rate, subject to review every six 
months, to adjust to fluctuations in the 
world's turbulent credit markets. 

This means developing countries will no 
- longer know as they have in the past the 
cost of World Bank finance over the 20- 
year maturity of ordinary loans (conces- 
sional loans from its soft-loan agency, the 
International Development Association 
— the IDA — are not affected), introduc- 
ing a new element of uncertainty into the 
Third World's already precarious debt 
Structures. 

. Atthe same time, the World Bank is be- 

coming increasingly dependent on United 

States capital markets for its own finance 

as funding constraints increase in Europe 

and Japan where the Washington-based 

- bank had turned heavily in order to offset 
the high cost of US borrowings. This in- 
creased reliance on expensive US markets 
is reflected in the steep, two-point rise to 
11.6% in the World Bank's lending rate 
between July 1981 and the beginning of 
this month. This appears to presage a 

period of continuing high funding and 

lending rates for the bank, offset perhaps 
to some extent by an expected decline in 
short-term US interest rates. 

Borrowers from the World Bank pro- 
per, the International Bank for Recon- 
struction and Development (IBRD), have 
protested almost unanimously against the 
change to a variable interest rate on loans. 
They see the move as pushing them that 
much closer to the commercial loan mar- 
ket, currently characterised by fluctuating 
(and high) interest rates. Many will proba- 
bly see the change as a further conse- 
quence of the reorganisation of multi- 
lateral lending which has reduced the 
growth of concessional lending while urg- 
ing better-off countries to move up to- 
wards commercial terms. 

The bank is, however, responding less 
to political pressures from Washington 
(REVIEW, Mar. 26) than to the confusion 
and instability in world capital markets. A 
sharp increase in the bank’s financial re- 
quirements over the past two years has 
coincided with a tightening of Japanese 
and European bond markets where the 
bank had been used to raising most of its 
money since 1977. 

Despite the inhospitable financial cli- 
mate here, the World Bank has little 
choice but to move back into US markets if 


40 


it is to meet its new needs and still avoid 
saturating financial markets such as 
Zurich, Frankfurt and Tokyo with its debt 
instruments. Last year the bank re-en- 
tered the American long-term bond mar- 
ket for the first time in five years, to raise 
US$1.5 billion out of a total of US$8.5 bil- 
lion borrowed in the year ended June 30, 
1982. (The World Bank's financial year 
runs from July 1 to June 30.) 

This year the bank's board has au- 
thorised an additional US$1.5 billion in 
borrowings to be raised for the first time in 
US short-term markets. This shift to short- 
term borrowings is dictated by the slug- 
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age annual amounts raised in the late 
1970s. In the current: year, the bank ex- 
pects to raise US$9-9.3 billion. 

This steep escalation in borrowings anti- 
cipates a need to disburse about US$24 bil- 
lion over the course of the next three years 
to meet expanding loan commitments 
made in the wake of the second oil crisis. 
In 1981, the IBRD lending pro- 
gramme was US$8.8 billion. By 1982 it in- 
creased by 20% to US$10.4 billion and is 
expected to grow to US$11.2 billion in fis- 
cal 1983. 

Inflation has taken a heavy toll on the 
real increase of resources which the World 





World Bank-aided project in Manila: problems on the horizon. 


gishness of the US bond market and the 
expectation that rates will decline soon at 
the short end. Bank sources estimate that 
2-3% of the cost of funds may be saved by 
borrowing at the short end of today’s 
market. 


Жш difficulty is expected rolling over 
short-term debt; the short-term market 
taps a huge new pool of resources, and 
overall offers the bank new financial in- 
struments to help keep costs to its borrow- 
ers lower. The bank board, however, has 
ruled that lending rates to its customers 
must be subject to change every six 
months in order to cover the increased risk 
to itself of borrowing short. 

The bank's move back into US credit 
markets reflects its rapid growth in recent 
years. The US$8.5 billion the bank raised 
in its 1982 financial year represented a 
50% increase over the US$5.7 billion bor- 
rowed in fiscal 1981, and double the aver- 


Bank transfers to developing countries, 
and in 1982 US$800 million of IBRD funds 
was used to offset declines in the bank’s 
concessional loans ftom the IDA. 
Nonetheless “the bank has grown sharply 
over the past few years so the amount it 
will need to disburse in the coming years 
has also increased sharply," a bank 
spokesman said. 

This expansion coincides with a 
weakening in the Eurobond markets. 
"Capital worldwide is staying short and 
liquid, and moving to the US," an analyst 
at Salomon Brothers in New York told the 
REVIEW. “The [World] Bank has to follow 
the trends." High US interest rates have 
attracted capital from Europe and Japan 
into the US short-term money markets at a 
time when large government deficits in 
Europe and Japan still claim an abnor- 
mally large share of domestic savings. This 
in turn has concentrated more attention on 
the World Bank, which is the largest non- 
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t borrower in all the markets it has 






: ` “European authorities have bêgun to 
i bring down the limits," a West German fi- 
; nancial expert commented. "They don't 
мапі to have their márkets swamped with 
huge issues at a time when their currencies 
ay weaken further." The West German 
Bundesbank reportedly authorised the 
World Bank issuefor only Dm 200 mil- 
lion (US$80.3 million) whereas in the past 
als for several times that amount 


fall Street bond analysts stress that the 
ат pi rant is not eee sat- 










1 .5% a year for 10 years, and 
aded very close to its issue price. But for 
e first time the World Bank is having to 
nsider over-exposure. “The distant 
shàdow of a resources constraint is begin- 
ning to fall over the bank's market opera- 
tions," Nick Rey at Merrill Lynch told the 
REVIEW. “But the bank is a very conserva- 
_ tive institution and it is beginning to move 
éven before it gets close to saturation 
point.” 
Moving into the US short-term market 
-is what Rey describes as “dropping an- 
chors to windward" in the turbulent condi- 
tions churning up’ financial markets 
— around the world. But the price for this in- 
i ereased financial stability for the bank is 
- — both the variable interest rates and rising 


charges now imposed on bank clients who. |. 


absorb all the bank's borrowing costs. 
This has abruptly awakened many Third 

World countriesto the financial realities of 

the bank which — because IBRD money is 












garded as somehow in- 
market. In 1981, for 
| RD was able to lend at 
; under 10% when the London intér-bank 


offered rate (Libor — the benchmark: 


price for syndicated Eurodollar commer- 
cial loans) was closer to 2096. These very 
attractive rates reflected the bank's ability 
:ı in the past то move deftly among various 
i7 world credit markets tò take advantage of 
interest- and exchange-rate differentials. 
ı n the mid-1970s the bank moved in- 
-creasingly out of the US markets and bor- 
rowed extensively in Europe and Japan. 
` As a result it was able to insulate its cus- 
‘tomers from the steep climb in borrowing 
costs in US markets. Between 1977 and 
`1 1982 the bank borrowed the equivalent of 
. US$17 billion’ in deutschemarks, Swiss 
francs and yen. The average weighted 
costs of these funds at the. prevailing ex- 
change rate last June was 5.13%. If this 
ount had been borrowed in the US over 
the same period, bank sources estimate, 
the average cost would have been 11.36%. 
Room for manoeuvre is к how- 









fave been very M Wen | 


sf than commercial loans 














rowings between 1981 and 1982 was cov- 
ered almost entirely by dollar-denomi- 
nated issues, including US$1.5 billiori 
raised in the long-term bond market in the 
US (the other roughly US$1 billion was 
raised on the Eurodollar market and 
through private placements with central 
banks in the Gulf). 

This US$2.6 billion made up a full 30% 
of the funds raised last year (1982) and car- 
ried shorter maturities (6.2 years on aver- 
age) at a higher cost (15.2196) than 
Eurocurrency- and yen-denominated is- 
sues. Largely as a consequence of these in- 
creased dollar costs, the World Bank's 


lending rate was jacked up by one of the 


sharpest increments in the institution's his- 


tory, from 9.6% in July 1981 to 11: 6% a 


year later. 

The move back to the US markets is 
likely to increase lending costs well into 
the present decade. Between 1975 and 
1982, the period when the bank shifted 
from the US into Europe, the costs of its 
total funded debt increased from only 
7.2% to 8.4%, even though the size of that 
debt almost.trebled from US$12 billion in 


1975 to US$34 billion in 1982. In fiscal |. 


1984 the bank plans to raise more than 
US$10 billion before levelling off to an 
anticipated 1096- annual increase. there- 


after. The баркі is pos tioning itself toraise |- 


(or US$2.8 billion) increase in bank bór- 


these additional sum 
credit markets. 
The move into the short: 
market, however, will pro 
blow of higher borrowing c 
largely because the. ban 
working on the assumpti. 
term rates will fall, allowing it 
the floating portion of i | 
costs. · SP 
In the past, the bank 
terest charges y st 
a fixed rate which did 
life of any particul f 
system the interest 
basis of the cost of f 
every six months 
total of US$8.5 bi 
(atanaveragé 
the basis of the 
years. Banks 
rate will fluctuate wi 
billion to be ra 
ket amounts to un 
Floating inte 
smack. of Libor nd s 
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formidable difficulties, including government ineffic 























By Mohammed Aftab 


Islamabad: Pakistan is making a deter- 
mined effort to mobilise its private sector 
and to boost investment in industry very 
substantially. There are formidable obsta- 
cles, such as the inefficiency of state- 
owned utilities from which industry draws 
its power, and financial constraints over 
the availability of foreign-exchange and 
local-currency loans. Moreover, the coun- 
try is still suffering from bureaucratic iner- 
tia — a legacy of past regimes. 

To achieve the desired reforms will be a 
herculean task, even for a well-meaning 
Planning Commission. But the commis- 
sion has a plan for stimulating private- 
sector investment in fiscal 1983 (which 
started on July 1). Planning is being car- 
ried out in the context of the nation's sixth 
five-year plan which is now on the drawing 
board, and will be launched on July Т, 
1983. 

The planners realise the problems in- 
volved їп mobilising private enterprise. 
The commission says: ^ Although a break- 
through has bee h 
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aggregate level of investme 

16.7 billion (US$1 73 ноо 
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vestment which is projected to increase by 
3575." There is, however, some doubt 
_ whether the projections can be met, given 
“the continued constraints felt by private 
_ enterprise. 
Тһе plan envisages that investment will 
Бе Rs 3.6 billion in agriculture, Rs 6 billion 
in manufacturing, Rs 2.75 billion in trans- 
- port, Rs 5.3 billion in housing and Rs 2.83 
billion in services. In the past five years 
“the government has approved applica- 
* tions for private investment proposals for 
idustrial projects totalling Rs 37 billion, 
ch is the often-propagated figure given 
by the Industries Ministry. 
- The actual investment against these 
$ ovals of Rs 37 billion is in fact 
around Rs’ 5 billion, independent 
‘economists say. They estimate that of the 
vestment of Rs 5 billion the breakdown 
yould include Rs 1.5 billion in artificial 
res, fertilisers and pharmaceuticals; Rs 
1.5 billion in such industries as food, 
paper, leather, rubber, engineering and 
od processing and Rs 1.5 billion in tex- 



































© nomist claims that the actual investment is 
_ around Rs 7 billion — though even at that 


igging, and blames this on the high cost of 
vestment, inadequacies in the private 
or, inadequate infrastructure, insuffi- 
- cient incentives and labour problems. 


ne of the factors which will strongly af- 
fect the investment climate is the ex- 
nt to which the government's financing 
- institutions can provide foreigri-exchange 
and local-currency loans, These institu- 
_ tions, such as the Pakistan Industrial Cre- 
t.and Investment Corp. and Industrial 
evelopment Bank of Pakistan, together 
“have been lending to private businessmen 
- around US$50 million a year, which the 
- government now hopes to double over the 
| next couple of years. That still leaves a big 
- gap to fill. At the same time; the private 
| businessmen find it hard to provide all the 
- needed equity in rupees (foreign currency 
` can be used, but this too is hard to obtain). 
` At present they must provide 30% of 
- equity in order to qualify to borrow the re- 
- maining 70% from the government. The 

level may have to be reduced from 30% to 

20%. The equity problem is linked with 
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` tory now costs around US$40 million, as 


: try. In fiscal 1973, under the late premier 
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ATTE RR г 
the gh prices of imported eq 
For example, equipment for a ceme 
against US$5 million 10 years ago. 
At the same time, government-imposed , 
taxes have been mushrooming. For in- 
stance, duty on imported machinery, 
which had already put much strain on im- 
porters when it was 40%, was raised by 
another 5% effective on July 1. That is 
hardly a pro-investment move. The argu- 
ment for the increase announced in the 
1983 budget is that total revenues from 
customs duties fell short of a projected Rs 
18 billion, coming to only Rs 15 billion, in 
fiscal 1982. The 5% increase will push the 
revenues back tq Rs 18 billion in 1983. The 
tax men have apparently failed to realise 
that the lower yield from import duties in 
1982 was the result of reduced imports of 
capital goods and raw materials resulting 
from a domestic and international slump. 
Constantly increasing taxes could now 
have an intensified chain effect, harming 
industrialisation and production further. 
A major barrier to existing industrial 
production and expansion is the appalling 
state of existing infrastructural facilities — 
all government-owned. Electricity, natu- 





ral gas and eveg water are in short supply 
in Karachi, where nearly 50% of the coun- 
try's industry is concentrated. Rationing 
of electricity, natural gas and water has 
been in operation in Karachi and other 
cities for the past two years. The situation 
worsens each winter, when fuel consump- 
tion goes up and electricity generation 
comes down because of low water levels in 
rivers and hydroelectric generation sites. 
"Some easing of the situation is expected 
over the next two or three years,” one offi- 
cial claims. Added to these problems is a 
shortage of suitable land, roads, tele- 
phones and telex facilities, as well the con- 
tinued low productivity. of labour. The 
level of skills among workers has gone 
down following a large exodus of indus- 
trial workers to the Middle East. 

The relative share of the public sector 
.and private enterprise has shifted consid- 
erably in large-scale manufacturing indus- 


Zulfikar Ali Bhutto, the public sector 
owned 10% of large-scale manufacturing 
industry, while the private sector had 
90%. In 1979, the state sector had 15.3% 
and the private sector 84.7%. In fiscal 
1984 the state will own 20% and private 
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^ The increased share of the state sect 
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or 
can be explained by the Karachi steel mill, 
owned by the government, which will 
come fully on stream in 1984. From fiscal 
1985 onwards, the public-sector share will 
start flattening out to 15% and the private 
sector will start gaining ground in sub- 
sequent years. The public-sector share in 
other sectors of the economy is: agricul- 
ture 3%, energy 100% , banking and insur- 
ance 95%, transport and communications 
45%, trade 4% and construction 20%. 
Out of a total industrial employment — 
both in large- and small-scale industry — 
of 2.7 million, the government employs 
around 700,000 while the rest is in the pri- 
vate sector. 


he new emphasis on private enterprise 

is in line with World Bank and Interna- 
tional Monetary Fund advice, which 
favours private enterprise as well as freer 
imports, a policy which has just been an- 
nounced by the government. 

The stress on a larger role for the pri- 
vate sector is not contrary to the govern- 
ment's Islamisation efforts. The banks, 
which were nationalised eight years ago, 
are operating Islamic accounts — profit- 
or loss-sharing accounts as against West- 
ern-style interest-paying accounts. The 
government has asked banks to introduce 
what it calls musharika or partnership 
forms of project and business finance, 
under which the money advanced by a 
bank to a private entrepreneur will qualify 


to receive profits, pro rata, after the en- 


trepreneur has deducted his management 
fee or a charge for his specific services. 
Money will be available to business on the 
basis of the creditworthiness of various 
enterprises. The investing banks will keep 
a close watch on the enterprises. 

The present sluggishness in the private 
sector is partly due to the international 
and domestic recession, but its main cause 
is the socialist policies which were" fol- 
lowed from 1972 under Bhutto's rule. All 
key industries were nationalised then. 
After Bhutto lost power in 1977, there was 
uncertainty regarding the future set-up of 
the government and what policy such gov- 
ernment would adopt towards the private 
sector. This second element entered the 
calculations of private businessmen after 
President Zia-ul Haq's government came 
to power in July 1977. 

Part of the problem facing private en- 
terprise is summed up by thé influential 
Federation of Pakistan Chambers of Com- 
merce and Industry. It says: “Industriali- 
sation in the private sector has been at a 
very low pace because of nationalisation, 
lack of foreign-exchange loans or equity, 
and nearly a 10-times rise in the cost of in- 
dustrial projects." 

A top government economist says: "We 
need to open up the economy, have con- 
sistent policies and let private enterprise 
function for at least 20 years." But he and 
other officials admit that the present 
bureaucracy is neither innovative nor bold 
enough to experiment with effective re- 
forms. . ) u 
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Ву Hikaru Kerns 
Tokyo: Formidable differences prevent 
Japan and the Soviet Union from rapidly 
leveloping their economic relations, rich 
Y potential though they.are. If nothing 
Ise, the Soviet Union remains a difficult 
place to do business, though it lias been. a 
ersistent suitor for Japanese capital and 
technology. Most recently. Japan has 
: been severely -restrained Бу sanctions 
a t the. Soviet. Union. — sanctions 















imposed through the fiat of Washington, 


tan and the crackdown in Poland. 


The sanctions have brought to the sur- 


face some of the ambiguities and cross- 


currents of objectives in Japanese policy. | |. 
towards the Soviet Union. The first setof |. 
sanctions that followed the Afghanistan 






. takeover cut deeply into Japanese trade 
with the Soviets. The Japanese Govern- 
ment, in accordance with United States 

. requests, substantially tightened credit on 
à case-by-case ee basis and re- 

“stricted exports of capital machinery and 

high кш 

© The Japanese also became cautioüs 

ábout the exchange of trade personnel, 

Negotiations stalled at various confer- 

ences to advance economic cooperation. 

The 1980 Moscow Olympics were boy- 


2 cotted by Japan. Although some Japanese | 


businesses grumbléd, the economic sanc- 
| tions at least on this occasion generally 

had broad support in government minis- 

"tries and big business organisations. 

One reason for the immediate slump in 
Japanese-Sovict trade was that most West 
European countries refused to participate 

г fully in sanctions and subsequently under- 

cut the Japanese in offering credit and a 

| broader range of goods to the Soviets. The 

‘Japanese had looked to the US to bring 
the Europeans into,line béhind a common 
front. When the US proved unable to do 
sò, senior Japanese ministers were pro- 
foundly frustrated and disappointed, ,one 
observer said. 

Japan — which had been the ossi 
Union's second-largest trading partner in 
the non-communist world behind West 
| Germany — passively watched its position 

* fall to fifth since. 1980, behind. Finland, 
France, Britain and Italy. 

efore Afghanistan, too, the Soviets 
iad been optimistically discussing with the 
apanese Chamber of Commerce three 
major projects: an integrated steel 
on. the Soviet east coast, a copper 
шейп mill in Udokan and an asbestos 
d velopment project in Molodezhnaya. 

nd 






















which are partly Tokyo's own and partly | 


in response'to the Soviet role in Afghanis) - 




































cause the Japanese eventually became less 
eager to underwrite major projects in an 
international environment of political ten- 
sion and sluggish economic performance. 
A trilateral project with the US and the 
Soviet Union for developing natural gas in 
Yakutsk, Siberia, was postponed indefi- 
nitely when the. US partner pulled out. 

Additionally, the atmosphere of the nego- 
tíations towards a long-term economic co- 
operation agreement, a standing item on 
the diplomatic agenda between the two 


countries since 1976, cooled rapidly. | 


Japan linked progress on this issue with 
Afghanistan and the Northern Islands ter- 


ritorial dispute (REVIEW, Jan. 29). | 


Nonetheless, these setbacks to developing 


economic ties were regarded in Japan at | 


the time as a nécessary sacrifice for the 


sáke of maintaining close relations with | 


the US. 

But after the loss of a particularly large 
steel-mill contract to West European com- 
petition, Japanese businessmen and gov- 


ernment officials began to reconsider the | 


appropriateness of the controls. At the 
same time, Moscow adopted a more con- 
ciliatory attitude in its dealings with 
Tokyo. It appeared then that Japanese 
controls would be lifted gradually. 


S President Ronald Reagan announc- 

ed another round of US sanctions in 
December 1981 in reaction to Polish mar- 
tial law. This drew deeper West European 
support, but this time Japan was less quick 
and enthusiastic to offer its backing. One 
aspect of the new sanctions was aimed at 

irbing Soviet energy development an 





affected a major Japan-Soviet oil and gas- 
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sion: though Reagan did not commit him- 
self to an exemption he told Suzuki the Ja- 
panese request would be taken seriously 
in reaching a final decision. Suzuki left the 
meeting with a more sanguine outlook 
and informed his ministers according- 


Later in the month the Japanese re- 
ceived notice of a National Security Coun- 


cil meeting due to be held on June 19. On 


the day before the council meeting, the 
head of the Ministry of International 
Trade and Industry (Miti), Shintaro Abe, 
visited US Ambassador Mike Mansfield 
to seek his aid in connection with the up- 
coming decision. Mansfield supported the 
Japanese request and forwarded his re- 
commendation to Washington. On June 
19 Reagan announced his decision — a 
further tightening of energy-related ex- 
ports to the Soviet Union. The new con- 
trols, part of which prohibited foreign 
firms from exporting equipment derived 
from American-owned ог -controlled 
technology and licences, did not specifi- 
cally apply to the Sakhalin project as much 
às to the Siberia-Western Europe natural- 
gas pipeline project. But the ban was spe- 
cific in its application to all Soviet energy 
development and to all pertinent equip- 
ment, regardless of the date of the original 
transfer agreement. This was read cor- 
rectly in Tokyo as a clear reference to 
Sakhalin. 

The US decision touched a raw nerve in 
Japan — not only in the government but 
also in business and the media. Some 
ministries had been absorbing what they 
believed to be excessive strain and criti- 
cism over the trade friction issue. Senior 
Miti officials had begun to exhibit a 
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temper of sorts in response to what they 
perceived as a barrage of demands from 
the West. It should be said that such a per- 
ception of insensitivity is mirrored in 
the Western view of Japanese trade 
policy. 

Being closer to the interests of Japanese 
business by mandate and by personal con- 
nections, Miti officials had some harsh 
words to say about the US decision within 
their walls. A Western observer con- 
firmed that some Japanese officials at that 
time were "agitated" and another said 
they were angry. Miti officials discussed, 
among other things, the lack of fairness in 
the lifting by the US of its grain embargo 
on the Soviets in deference to the interests 
of US farmers, while at the same time 
forcing Japan to accept significant losses. 
They were also disappointed that, short of 
protest or demand, they had pursued all 
possible means of conveying their request 
to no avail. 


he continuation of the December 1981 

ban put into jeopardy further work on 
the Sakhalin project and presented the Ja- 
panese with the possibility of defaulting on 
their side of the contract, at a loss of about 
US$200 million. Capital had been pro- 
vided by the shareholders of the semi-pub- 
lic Sakhalin Oil Development Corp. and 
not by the government's Export-Import 
Bank. Private companies held about 30% 
of the capital — the government holds the 


other 7095 — on a risk basis and included : 


many of the large trading firms and oil 
companies. C. Itoh and Co. is the largest 
private shareholder with 8% of the out- 
standing stock. Others with about 1.6% 
equity position each include Marubeni 


HEVENAV y Front Ts 
Corp., Idemitsu Kosan, Kyushu Oil 
Corp., Sumitomo Corp. and Nissho-Iwai 
Corp. 

Prospecting at two sites near Sakhalin 
had so far confirmed the existence of 
energy resources at the Chaivo structure, 
but drilling at the Odopto structure was 
not scheduled to end until late this year. 
The Japanese were legally committed to 
provide for a fully equipped ocean drilling 
rig. The US ban placed out of reach about 
US$2 million worth of indispensable elec- 
tric bed detectors whose production is 
monopolised by the US firm Schlum- 
berger Ltd. 

The Sakhalin project had been ap- 
proved since 1972 and had been under way 
since 1976, well before the Afghanistan 
takeover, the Japanese argued. When 
completed the project was due to supply 
about 1% of Japan's total energy needs. 
The Japanese watched closely the reaction 
of the West Europeans to the controls, 
that threatened to block their participa- 
tion in the natural-gas pipeline project. 
Members of the European Economic 
Community appeared ready to challenge 
the ban on legal grounds, or to defy it. 

Much of the Japanese press reaction 
was vehemently critical of the US policy. 
The conservative business daily Nihon 
Keizai Shimbun had earlier in the year 
pointed out that the US again did not con- 
sult Japan when it formulated its Polish 
sanctions and questioned whether US 
policymakers had been trying to appease 
its resident Polish (and Catholic) voting 
bloc. Other journals stated that the sanc- 
tions hurt Japan more, than the Soviet 
Union. | 3 

The chairman of the Keidanren, or fed- 
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This announcement appears 





_ eration of industrial organisations, AU | 


itially misquoted in the Japanese press as 


Н ving that the US should not be criticised. 
т SA he actually said, according to a 
... Keidanren source, was that the US might 
(3 rhaps have its own reasons for the ban, 


ut that the measure hurt Japanese 
businesses greatly and was rather 
"strange" from the viewpoint of interna- 
tional law. Other sources said that this 
time Japanese businesses did not gener- 
ally sympathise with the US position as 
- they had done on Afghanistan. 
_ The Japanese Government was 
- momentarily divided on the proper re- 
| sponse to the US. Miti leaned towards the 
presentation of a strong statement and re- 
uest for reconsideration of the decision; 
pi Foreign Ministry was a degree more 
conciliatory. It was finally decided to write 
“two separate letters, one from Abe and 
the other from Foreign Minister Yoshio 
Sakurauchi. Moreover, the Japanese 
“Would continue to use diplomatic channels 
_ to press their case. 
- Although Miti had a clearly-defined role 
- in international trade policy — and hence 
P diplomacy — the Foreign Ministry was re- 
_ sponsible for the security and political as- 
pects of international economic issues. 
The Foreign Ministry had been attempt- 
ing to soften the edges of the divisive 
_ issues and minimise conflict with the US. 
—— The ministry had developed a foreign po- 
— licy towards the Soviet Union consistent 
- with its belief in the central importance of 
close relations with the US and normal re- 
EU with China. 
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t has long been the standing objective of 

the Soviet Union to split Japan from the 

| US and weaken Sino- -Japanese relations. 
2 _ Accordingly, it was believed that serious 
A tensions between Japan and the US served 
— Soviet interests. Japan and the Soviet 
- Union, moreover. had not resolved the 
' question of the Northern Islands, whose 
К reversion is officially a matter of high 
priority to Japan. 

The Japanese insist that the Northern 
Islands issue is the only obstacle to the 
- signing of a long-delayed peace treaty. To 
—— the Japanese, the Soviet refusal to return 
— the islands is seen as revealing an absence 

- of friendly intentions, in contrast to the 
. US return of Okinawa in 1972. The Japan- 
- ese Government, therefore — as rep- 
` resented by the Foreign Ministry — has 
NOt readily separated economic questions 
` from political objectives. Japanese offi- 
_ eials emphasise that before agreeing to 
such Soviet requests as a standing credit 
line, freer access to technology, greater 
_ flow of trade personnel and other aspects 
of long-term economic ties, the Soviets 
— must resolve the territorial dispute with 
Japan and take steps to reduce Western 
-= Complaints over their behaviour. 
ў . Some business sources expressed the 
—— view that the Soviets will never change 
— their position on the territorial issue and 
| that it is pragmatic to develop economic 
^ ties on a separate track from politics. A 
= Foreign Ministry spokesman, when pre- 
sented with this idea, flatly rejected it. 

The Japanese response to Reagan's 








Abe: disappointed. 








June 19 announcement' was therefore 
muted but to the point. The two letters 
from Miti and the Foreign Ministry are not 
in the publie domain, but the REVIEW was 
able to read Abe's letter. It expressed 
"disappointment after repeated requests" 
at the decision not to grant an exemption 
to the Sakhalin project. It said the sanc- 
tions were effectively against Japan rather 
than the Soviet Union. It concluded that 
despite the ban, Japan will make "full ef- 
forts towards completion of the project," 
in that there was a prior contractual obli- 
gation. 

The US may have received the impres- 
sion earlier, and probably retains it to this 
day. that the Sakhalin issue was not of 
great importance to Japan. This may be 
due partly to the fact that the US State De- 












spoken Jap gn 

highly possible, too, that the биеп! at- 
mosphere in Washington has turned nega- 
tive in respect to Japan as a result of trade 
friction. An informed Western source said 
the US believes Japan will not make this 
sanction issue a serious, continuing source 
of friction. The US has taken “a couple of 
cups of goodwill out of the reservoir," but 
the situation is not a crisis, the source said. 
It is believed that Japan values its relations 
with the US too highly to take retaliatory 
action or change its friendly attitude. 

Parenthetically, the US Government 
perhaps underestimated the impact of its 
method of applying sanctions. It was not 
so much the substance but the form of the 
decision. Prior consultations and com- 
promise with associates are of cardinal im- 
portance to a society like Japan, where re- 
gard for pride and consensus-building is a 
vital element of working relationships. 
The US action in the Sakhalin affair 
further shook — probably not greatly but 
nonetheless noticeably — Japanese confi- 
dence in US leadership. 

Reagan's reply to the Japanese Govern- 
ment expressed deep regret that the US 
could not change the terms of the sanc- 
tions. Although elaborate in its explana- 
tion of the difficulty of making the deci- 
sion, the letter effectively closed the possi- 
bility of the Japanese obtaining the 
needed equipment to fulfil their contract 
with the Soviets. 

What will happen now to the Sakhalin 
project? There are strong indications that 
the Soviet Union will be flexible on the 
contract and will agree to the use only of 
its own rig for the rest of this year. As 





Politics hides the riches 
of 'Treasure Island' 


Tokyo: Despite the political complica- 
tions and problems there has been a 
magnetic pull between the economies of 
Japan and the Soviet Union, the second 
and the third largest in the world, respec- 
tively. Trade between them has never 
been interrupted since World War II. At 
the peak of hostilities during the Korean 
War in 1952, Japan still managed to do 
two-way trade of USS6(09,000. а figure 
which rose to US$2 million in 1953. 

The shapes of their economies, aside 
from their differing ideologies, are essen- 
tially complementary rather than com- 
petitive. Japan is a highly developed, 
technology-based country rich in financial 
capital but poor in natural resources. The 
Soviet Union, on the other hand, has vast 
natural resources but insufficient capital 
and technology. Siberia is physically 
closer to major Japanese ports than any 
other trading area except South Korea. A 
representative of a major Japanese trad- 
ing company, who spent many years in 
Moscow, said: “It’s like Treasure Island in 
Russia. We could do so much business to- 


gether if it were not for the politics.” 
There was a foundation of goodwill in 
Japan towards China before the Sino- 
American rapprochement that allowed 
normalisation of relations. Japan had 
never seriously regarded China as a poten- 
tial invader, something which had often 
been the feeling towards Russia. So, it was 
much easier and seemingly more natural 
to establish political ties with China and 
undertake economic cooperation. There 
were not the ongoing political barriers 
to trade with China — for example, a ter- 
ritorial dispute — that complicated Japan- 
ese economic ties with the Soviet Union. 
Sino-Japanese trade in 1981 amounted 
to US$10.4 billion, nearly double trade 
between Japan and the Soviet Union. 
Japan risked a deterioration of political 
and economic relations with the Soviets 
when it signed the peace and friendship 
treaty with China in 1978, which included 
the celebrated anti-hegemony clause. To 
what degree this preference for China was 
dictated by economic considerations is 
still unstated officially. China can provide 
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stated in Abe's letter, Japan intends to go 
ahead with the project regardless of the 
US ban. The contract with the Soviet 
Union will probably be renegotiated and 
extended into the following year. It is dif- 
ficult to judge what kind of concessions 
the Japanese would have to make. 

If the project is extended, Japan will 
again be expected next year to send its rig 
from its mooring in the port city of Akita 
to the coast of Sakhalin. A situation simi- 
lar to this year's may then occur if the US 
maintains its ban or refuses to grant Japan 
an exemption. Experts say it will take 
Japan at least two or three years to deve- 
lop an acceptable replacement. for the 
Schlumberger product, though a West 
German maker currently manufactures an 
electric bed detector of lower quality 
which may be suitable as an alternative 
with refinements. 3 

The issue would be moot if the situation 
in Poland improved sufficiently to satisfy 
US requirements. Provided that the ex- 
ploration stage, then, is successfully con- 
cluded, the next difficulty will be negotiat- 
ing terms for the development phase of 
the project — including the interest rate 
on credit. The Exim Bank of Japan will be 
financing this phase. It is said that the 
Exim Bank represents more the attitude 
of the Foreign Ministry than Miti. Sources 
say the Soviets are expected to ask for far 
lower interest rates than are permitted 
under Organisation for Economic Coope- 
ration and Development guidelines re- 
vised this month and which call for credit 
to the Soviet Union from Japan to be no 
less than 0.3% over the long-term prime 

. rate, or 8.7% currently. Such negotiations 
will take place later this year. 
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some of what Siberia can offer, including 
mineral products (57.8% of Chinese ex- 
ports to Japan), textiles, cotton, 
foodstuffs and oil (44% of the export com- 
position). But Siberia has lumber, natural 
gas, certain minerals and coal that are 
more plentiful and often less expensive to 
retrieve than those resources in China. 


I the mid-1950s, even before the De- 
cember 1957 commercial treaty was 
signed with the Soviet Union, certain Ja- 
panese trading companies set up shop 
under nominee names in Moscow. These 
"pioneer" firms, as they are called by trad- 
ers, were Shintenjitsugyo (a subsidiary of 
C. Itoh and Co.), Toho Butsan (a sub- 
sidiary of Mitsui and Co.) and Kokusai 
Koeki, a smaller independent firm. A 
handful of traders working out of hotel 
rooms under primitive conditions, with- 
out official status, negotiated agreements 
with Soviet officials that made it possible 
for Japan to boost trade with the Soviet 
Union explosively in the next several 
years. 

Following the commercial treaty, two- 
way trade jumped from US$3 million in 
1956 to US$40 million, with the balance of 
trade in Moscow's favour. By 1962 trade 
had jumped to US$300 million, but for the 
first time Japanese trade was in the black 
and generally continued to be so to the 
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The cargo in question is energy, and it’s coal from one 
estination. Crude oil from another. And more and more often, liquid 
propane gas as well. 

You deal with it by building ships: Special carriers designed to 
carry these energy fuels in a safe, efficient manner; NYK has these 
types of ships in service now. More are planned as energy needs 
change and newer energy sources are discovered. 

At present Japan derives about 70 percent of its energy 
requirements from petroleum. Other nations too rely too heavily оп > 
petroleum. And that's not good. We're recommending that reliance of 
petroleum be cut back by using alternative fuels. That's why we are 
operating coal carriers, LPG and crude oil carriers—and planning 
newer fuel carriers. 

We know this is not the complete answer to the energy problem, - 
but it's part of it. It may be part of "d 1 | 
yours too. So why not give usa call. WEEP S. ) \ 
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present. es cs displ oil as the 
mary import, while Japanese manufac- 
шей products increasingly found a mar- 
“két. : 
|. Successive amendments to the commer- 
. cial treaty and other agreements facili- 
— tated business activity. By 1972 trade 
reached US$1 billion and then climbed 
further to US$3 billion by 1976. In 1981 
Ere trade reached US$5.3 bil- 
lion 
5 - The major Japanese trading firms 
handie nearly 90% of the Japan-Soviet 
ү trade. But there is a special group of trad- 
— ing companies called the yukoshosha, or 
pat friendly companies, which proclaim them- 
"selves pro-socialist. In the early post-war 
_ period, many of these received special 
| concessions from the Soviets. The profits 
often went to the coffers of the Japanese 
со ‘Communist Party or sometimes the Japan 
_ Socialist Party (JSP). 
—— The schism between the Japanese left- 
Ў wing parties and Moscow contributed to 
М the ending of the favourable treatment. 
- Many of the special firms went bankrupt. 
оте of the remaining ones belong to а 
ET called the Japan-Soviet Association 
or Trade with the Soviet Union and 
` Socialist Countries of Europe, whose 
- chairman is a former JSP Diet member. 
These mostly small-scale traders are com- 
peting on the same basis for business as 
the ordinary trading companies. Some of 
the major trading companies retain the 
Jyukoshosha as their agents in socialist 
| Countries. 








FAR EASTERN lll ECONOMIC 


БВ 


_Тһе Far Eastern Economic Review is 
now publishing a quarterly index 
which details by category and date 
everything that has appeared in the 
Review. The index is available on a 

. quarterly basis. Subscribe now and 
each quarterly index will be sent to you 
automatically as soon as it becomes 
available. A vital research tool, the 


ne! Sees 


c n 


Review index will save hours of need- 
less searching for information. ORDER 


YOURS TODAY! Only HK$115 
- (US$20) for 4 quarterly issues. Just 
complete the coupon below and send 
with your payment. 


Tz LES FE 


ha 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / 
enclose HK$115 (or its equivalent in local 
currency) in payment. 

Name 

Address 


Thee WT 





Ecke UT aay Ss 


FW PSY 








mys B "s | 


Offshore oil: exploration proceeding. 





Japanese traders agree that the Soviets 
have a distinctive business style. Negotia- 
tions are said to be extremely time-con- 
suming since plans discussed with the 
trade division of the Soviet Foreign Minis- 
try must be approved by all relevant gov- 
ernment sections and must conform to the 
five-year economic plan administered by 
the General Planning Board. The Soviets 
discuss business only during the appointed 
hours of the day, though they can be soci- 
able as private individuals in the evening. 
But socialising is said to be of little help in 
closing a contract. 

The Japanese find the Soviets are hard 
bargainers for favourable credit terms and 
prices: the Soviets will readily play one 
bidder off against another, sometimes re- 
peatedly. But experts say that once the 
contract is signed the Soviets are reliable 
in executing the terms and are creditwor- 
thy. None of the trading firms interviewed 
had experienced any difficulties in a con- 
tract dispute or had taken an item for ar- 
bitration. One reason is Japanese famil- 
iarity by now with Soviet contracts. Lead 
time for delivery of products is also typi- 
cally ample, two or three years for an in- 
dustrial plant for example. 


our products — steel (US$1.3 billion), 

machinery (US$1 billion), textiles 
(US$263 million) and chemicals (US$263 
million) — accounted for nearly 90% of 
Japanese exports (worth US$3.3 billion in 
total) to the Soviet Union in 1981. Imports 
from the Soviet Union in the same year 
were primarily timber (US$458 million), 
oil and coal (US$317 million), non-ferrous 
metals (US$236 million), and cotton and 
wool (US$177 million). Total imports 
excluding gold (which is valued at market 
prices) in 1981 amounted to US$1.5 bil- 
lion, leaving a conspicuous surplus in the 
balance of trade in Japan's favour. Some 
of the Soviet gold is accepted for Ja- 
panese official reserves and some is re- 
sold by trading companies. 

As Japan established ties with less de- 
veloped countries, the portion of Soviet 
trade in overall Japanese overseas trade 
declined. In 1967 Japan-Soviet trade ac- 









counted for 2.8% of total Japanese trade, 


then declined to 2.1% in 1972, rose to 
2.6% in 1976, and was a mere 1.8% in 
1981. For the Soviet Union, trade with 
Japan has ranged in the same period from 
2.8-3.7% of its total trade, the lower fig- 
ure representing 1981, according to 
Foreign Ministry data. 

The two countries therefore are not crit- 
ical to each other in trade, but the poten- 
tial for expansion — at least with respect 
to Japanese exports — is vast. Especially 
now, when the Soviet economy is stagnat- 
ing and many of its developments along 
the second Trans-Siberian railway — the 
railway itself is three years late — are 
behind schedule, Japan could satisfy the 
Soviet Union's huge appetite for plant and 
equipment, high technology, managerial 
skills, trade information and credit. The 
Japanese Government would allow 
businesses to provide such goods and ser- 
vices if it were convinced that the Soviet 
Union would not use the expansion of its 
economy to advance its territorial, 
ideological and strategic ambitions against 
Japan and the rest of the non-communist 
world. 

On the other hand, Japan, for now, 
needs the Soviet Union much less. The 
world market is surfeited by the kind of 
raw materials that the Soviet Union is able 
to offer. The Soviet Union is also re- 
portedly running low on foreign exchange 
and gold. But it has been argued that by 
maintaining the Soviet Union as a supplier 
and as a market, Japan is keeping one op- 
tion open in a world beset by possible tur- 
moil and disruption of trade, a world on 
which Japan is totally dependent. Japan 
participated in joint projects with the 
Soviet Union to develop energy resources 
partly for the same reason that the West 
Europeans agreed to the Siberia-Europe 
natural-gas pipeline project: to reduce de- 
pendence on fuel supplies from the un- 
stable Middle East. 

The number of joint, large-scale pro- 
jects in Siberia is few. Most of them were 
negotiated during the thaw in relations in 
the early 1970s. The successful projects 
have been mainly connected with timber 
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Pipeline: reducing dependence. 


and coal, the Japanese providing credit on 
fixed terms for equipment and local costs 
while contracting separately for the com- 
modities. 

One phase of the continuing timber pro- 
ject, called the No. 1 KS, was completed 
in 1969-73, and was valued at US$163 mil- 
lion. A second KS project was finished 
during 1975-79 for US$550 million. A 
nine-year, US$50 million pulp and chip 
processing agreement was successfully 
terminated in 1981. A third KS project 
worth US$910 million was negotiated in 
1981 to last six years. Japan and the Soviet 
Union are also jotntly developing hard 
coking coal at South Yakutsk, a project first 
started in 1974. Japan provided a total of 






Tokyo: “The menace from the north" has 
been the dominant Japanese image of 
Russia since the two countries’ first sub- 
stantial contacts in the 18th century. In- 
deed, there have never been what might 
be called truly friendly relations between 
the two. Compiled from patchy and often 
imaginary bits of information gathered by 
castaways and fishermen, the first official 
report on Russia inspired a call for the 
strengthening of the northern defences in 
the early 19th century. 

Russia was one of the powers. which 
signed the. Treaty of Shimoda forcibly 
opening Japan to the West. The treaty was 
amended by the Treaty of St Petersburg, 
in 1875, that gave Sakhalin to Russia and 
the Kurile islands to Japan. The conflict- 
ing territorial ambitions of two expanding 
empires led to the Russo-Japanese war of 
1904-05, and the communist revolution in 
1917 added the element of ideology to the 
territorial disputes. 

The Soviet Union was an unpopular 
country among many Japanese 
nationalists at the end of World War H 
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A chillier wind blows 
in from the north 
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US$430 million credit for equipment and | 


US$60 million for local costs by way of the 
Export-Import Bank. Japan is due to re- 
ceive at least 200 million tonnes annually 
when production begins in 1985. No other 
major projects are seriously contemplated 
at this time. 

At least four major Siberian develop- 
ment projects — for development of cop- 
per, steel, natural gas and asbestos — 
never advanced beyond the discussion 
stage following the Afghanistan crisis and 
the downturn in the world economy. 
Smaller-scale factories, processing plas- 
tics and metals, have been provided, 
though not yet on a turnkey basis. 

The Soviets have sought Japanese 
technology on at least two major occa- 
sions in which the Japanese Government 
refused to give permits because of security 
considerations. The Japan National Rail- 
ways (JNR) had been providing train 
technology to the Soviet Union on a 
limited basis, but against JNR wishes the 
government this year banned further 
transfers. It was said that the government 
had become especially concerned about 
the technology of drilling tunnels, which 
could be converted to military use. United 
States policy is thought to have influenced 
this decision. 


he Japanese also were said to have re- 

fused participation in the construction of 
the second Trans-Siberian railway, the 
Baykal-Amur Mainline Railway, for the 
same reason. There were reports — not 
contradicted by Foreign Ministry sources 
— that China had been concerned about 
the progress of this railway, and that 
Japan took this factor into consideration. 

















for rushing into the war in the last hours to 
grab Mongolia, Manchuria and North 
Korea, for mistreating Japanese prisoners 
of war and for encouraging labour strife in 
the period of the American Occupation. 
There were some rumours in the early 
years of the post-war period, republished 
in the popular press, that anticipated an 
imminent Soviet invasion of Hokkaido. 

The official normalisation of diplomatic 
ties — without signing a peace treaty — 
was accomplished on the Japanese side by 
then prime minister Ichiro Hatoyama. 
This joint declaration was approved in Oc- 
tober 1956 and opened the way for ex- 
panded economic cooperation and a cer- 
tain degree of stability in their relations. 
The joint declaration was one of the high- 
lights of Hatoyama's career. His suppor- 
ters in the Diet a decade-and-a-half later, 
in 1973, took the initiative in creating the 
Parliament League for Japan-Soviet 
Friendship. The league promotes mutual 
visits, cultural exchanges and other such 
programmes 

The league attracted parliamentarians 
















with equipment which could have Been 
used for expansion of the naval harbo 
Vladivostok. x 
The immediate outlook for vigorous ex- 
pansion of economic relations between 
Japan and the Soviet Union is bleak. Ex- 
perienced traders at major firms said that. 
short-term conditions have never been so 
discouraging. The major obstacle is Am 
rican pressure on Japan to restrict lice 
and credit: an informal form of sancti 
Between 1971-75, a group of compa 
provided credit of US$80 million for - 
equipment and facilities to expand the 
Ciiliar harbour in Wrangel Bay near 
Nakhodka. But this arrangement termi- | 
nated in 1975. 
American pressure to restrict credit to —— 
the Soviet Union has à ntly been ef- _ 
fective, at least in dampening Japan- | 
Soviet trade. It was reported that US Pre- - 
sident Ronald Reagan had been seeking a _ 
quantitative limit to Soviet credit but had _ 
not been able to convince the US allies. — 
Instead, credit has been made more ex- - 
pensive to the Soviets by an OECD agree- 
ment. , 
The Japanese Government has been | 
conscientious in adopting a tight-fisted — 
policy about approving even suppliers’ cre- | i 
dits to the Soviet Union. One indication Of ~ 
the Soviet situation is that its exports of 
gold to Japan, in lieu of hard currency or _ 
credit, leapt from 25 tons in 1980 to 37 tons _ 
in 1981, at a time when the price of gold 
was low and trade was slowing down. 
dollar value of the 1981 gold sales to Je 
was US$525 million. There was a reli 
report that the Soviets were approa Ч 
individual Japanese banks for loans and 














of various persuasions, including the sup- - 
port of the conservative former prime 
minister Nobusuke Kishi who also hap- 


and South Korea friendship leagues. There - 
are currently 130 members in the Japan- 
Soviet Friendship League. There are such — 
associations in the Diet for most of the _ 
major countries in the world. Many par- _ 
liamentarians belong to several of them, _ 
The current atmosphere of relations be- 
tween Tokyo and Moscow is cooler than it — 
was during the early- to mid-1970s. Be- - 
sides the Afghanistan and Poland issues, _ 
the Soviet military build-up on the North- 
ern Islands and the 1980 discovery ofa 
high-level “mole” or spy, a former major- _ 
general, in the Japanese Self-Defence - 
Forces further chilled the Japanese at- 
titude towards the Soviets. "29 
Meanwhile, the streets of Tokyo con- — 
tinue to witness frequent demonstrations — 
against Soviet occupation of the Northern 
Islands. Of all the foreign embassies in — 
Tokyo, only that of the Soviet Union re- — 
quires continuous, special police protec- . 
tion against organised ultra-nationalist de- _ 
monstrators. Demonstrations against the 
embassy occur almost daily but are invari- 
ably stopped a block away from the em- — 
bassy building by Japanese riot police. 
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no longer eager to forge ahead with 
si j finishing 













tractive Ene to iden 
r trading firms interested in таіп-. 


Martin 

w: The appeal of the Japanese 
was obvious to N. Novikov of the 
ial newspaper Izvestia. This is 
cribed the country for his read- 

processing plant and ex- 
import firm.” He said Japan needs to 
0% of its industrial materials and 
its foodstuffs. "The Japanese face 
k: how to bring in-raw materials 
re cheaply and, having put [them] into 
ted hands, to produce good quality 
cts to sell as profitably as possible." 
I better. supplier.of raw materials 
Soviet. Union, with vast quan- 
f coal, copper and asbestos, great 


of this wealth is quite close to Japan 
Soviet Far East and Eastern Siberia. 
hat. better partner than Japan to 
its development, given the preoccu- 
of Soviet planners with a multi- 
on-dollar : natural-gas pipeline to 
n Europe and other projects in- 

ive food programme? 

he Soviets are short of capital re- 
in the Far East,” an economist at 
estern. embassy said. “They. want 
1 to take a major role in return for 
ipensation in products, but it's never 
e as far. as the Soviets want.” One 
son, for that is the convertibility of the 
the Japanese can buy what they 
here prices are best, while imports 
áet.raw materials would require 
erm investment. и of the deals 

























lanetheless; à number. of large-scale 
ojects. were launched in the 1970s, in- 
\ iber resources 

coking coal and prospecting for oil 
gas off the continental shelf of Sakha- 
rer, does: not 


$ for further 









| п e for estrangement 











country. 
C. Itoh. for example. handles its annual 
US$810 million Soviet trade with only 
eight people in Moscow and a small -sec- 
tion in the home office. Moreover, the 
goods traded are usually in huge bulk or- 
ders of single products. Trading com- 
panies would not reveal their profit mar- 
gin on their Soviet trade, but they said it 
was. sufficient. They looked forward to 

better business conditions in future. 
— HIKARU KERNS 


Prime Minister Nikolay Tikhonov said in 
February. 

That was before the latest United States 
sanctions were imposed on oil and gas 
technology. effectively scuttling the 
Sakhalin drilling project. With the wea- 


| ther so harsh there that the working sea- 


son is only three months, work-will have to 
be put off until next year as a result. Previ- 
ously, problems on the political. side — 
ranging from the Soviet presence in Af- 
ghanistan to the Vietnamese invasion. of 
Cambodia and martial law in Poland — 
have each had their own chilling effect on 
the expansion of trade between the two 
countries. 

Despite that, trade turnover exceeded 
US$5 billion in 1981. The figures for the 
first five months of 1982 if extrapolated for 
the year as a whole show a US$5.47 billion 


total, compared to US$5.28 billion last |. 
“the results achieved are so | 


year. Even so, 
far not in keeping with.the present-day 
level of economic. development of both 
the Soviet Union and Japan," Tikhonov 
said. One of the major problems is coal — 
with its own production falling and Polish 
supplies short, Soviet coal deliveries to 
Japan are estimated to have fallen: 50% 
since 1979, to 1.2 million tons in 1981. 
And there has been a further sharp drop 
this year. 


pr imports from the Soviet Union 
in most other categories fell.as well 
during the first five months of 1982, with 
the crude oil and petroleum products cate- 
gory as low as 63.6% of what it was last 
year. This may be attributed largely to the 
world. oil glut. Japan can refine its-own 
heavy diesel oil suitable for fishing boats 
— its major form of petroleum import 
from the Soviet Union — more cheaply at 
home-now that the oil glut has. made 
cheap crude available elsewhere. 
.Raw:cotton, metal ores, wood; chemi- 
cals; machinery and non-ferrous métals 
;were also down. Experts blamed this on 
“sluggish demand їп Japan. Wood espe- 
lly suffered: because of higher property 


ident personnel in each |` 





period from 
2:53 billion 
gold sales 
Union' s hard-cur- 
old sales to Japan 
totalled US$ | 1, according 
to unoffi but authoritative sources. 
Gold. purchases are: unlikely to increase 
this year in absolute terms though they 
may still represent a higher proportion of 
total imports. Apart from gold, other 
Soviet products have e i 

generally sluggish demand in the Japanese 
home market. Soviet imports s also 
down, apparently because of a general 
cutback in hard-curre spending. But 
hardware is being bro EE: 
ese as well as West German suppliers for 
the pipeline to Western Europe, along 
with pipe-layers and other heavy carth- 
moving equipment. (Much of the steel 
pipe for the pipeline comes. from West 
Germany, while Japanese firms such as 
Komatsu are involved, in the supply of 
pipe-layers.) ; 

Japan's improved ties with. China are 
believed to be another political factor in 
the stagnation of links with. the Soviet 
Union. "They [the Soviets] would love to 
have the Japanese take on their develop- 
ment in the Far East and Siberia but they 
are miffed when the Japanese do more 
with China." a diplomatic source. said. 
“The Chinese are more willing to write the 
regulations and.arrange the investment 
the way the Japanese want it." 

The festering disagreement over four is- 
lands north of Hokkaido shows no sign of 
abatement either, as Tikhonov said in his 
interview ‘with “representatives of the 
Asahi Shimbun newspaper. The islands. 
were taken by the Soviets at the end. of 
World War II. 

“It is not our fault that à peace treaty 
has not been concluded to this day." 
Tikhonov said. "You know well what is 
the. reason for its absence. It is the un- 
realistic stand of the Japanese side. We 
declared many times, at the highest levels 
too, that there is.no such subject in our re- 
lations:as the allegedly unsettled ‘territo- 
rial issue’.” And that, the lure of increased 
trade notwithstanding. seems to be that. 

“The Soviets have long nursed the hope 
of enticing the Japanese to drop their op- 
position to Soviet policies with economic 
inducements, but the inducements are.not 
all that great.” a Western economist said. 
Japanese sources agreed, noting that the 
last joint meeting to consider large-scale 
projects wasin 1979, with no icri to 
date on when the next w 45 

The potential for incre: 
tainly there, and were it not tor thé sanc- 
tions that Japan: has imposed by going 
along withthe US, the Japanese would re- 
sume their place. as ang partners. They 
are seen.as being as reliable as the West 
; and. more reliable: than. the 

“The US has many ‘re- 
a Japanese sou Я 
not. Ahat ds Ө 
treng 
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Now also in Singapore — 
Banque Internationale à Luxembourg - 
BIL (Asia) Ltd. 


Banque Internationale a Luxembourg, 
Luxembourg’s oldest and largest 
private commercial bank with total 
assets of Lfrs.176 billion (US$4.2 billion), 
has expanded its international pres- 
ence by establishing a wholly-owned 
merchant bank with an ACU license 
in Singapore: Banque Internationale 
a Luxembourg BIL (Asia) Ltd. | 
Operating from this important financial 
center in the rapidly growing Pacific 
Basin, the Bank's international clients 
can benefit from the full range of 
merchant banking facilities, including 
trade financing, syndicated loans, 
foreign exchange and deposit deal- 
ing, holding companies, portfolio man- 
agement. 


For further information, just contact 
Claude LEHNERTZ or HAN Eng Juan, 
Joint General Managers at 


Banque Internationale a Luxembourg 
BIL (Asia) Ltd. 

The Octagon, 10th Floor 

105 Cecil Street, Singapore 0106 

Tel.: 222 7622, Tx.: 213 96 bilasi 


A LUXEMBOURG 


société anonyme · founded 1856 
Luxembourg · boulevard Royal 2 
Telephone: 47 91-1 - Telex: 3626 billu 








BANQUE INTERNATIONALE 







IN HONG KONG 


LUXURY DISCOUNT 
SUMMER 


PROGRAMME 


40% Discount from June Ist to September 30th. 
For information or reservations please call: 
Hong Kong 3-7212111.Telex: 36718 SHALA HX. 
Or any of these numbers in your city: 

Bangkok 2514862-9 (Telex: 82110 SEATOUR TH) Kuala 
Lumpur 486536/424388 (Telex: 30322 FEDMIL) Manila 
832-07-01 (Telex: 40443 FILPLAZA) Singapore 737-3644 
(Telex: RS21505) Seoul 771-05 (Telex: CHOSUN K24256) 
Sydney (02)326-2000 Taipei (02) 581-4111 (Telex: 925878 
WORLD EXP) Tokyo (03) 213-1671 (Telex: 2224507 TYOW IL J) 


l'HEGRANDEUR * THEGRACE® THEINTIMACY 


Shangri-La hotel 


HONG KONG 


WESTIN HOTELS 





If You Want to 
Learn More 
About Reaching 
Asia’s Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong 
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BIL achieves good results in 1981 


Banque Internationale à Luxembourg, Luxem- 
bourg's oldest and largest private commercial 
bank, recorded good results in 1981, the Bank's 
125th year of activity. Total assets rose by 33.1% 
to Lfrs. 176 billion. 


A substantial increase in non-bank customer 
deposits accounted for a significant proportion 
of this growth. 


Despite persistently narrow margins on the Euro- 
market and general economic uncertainty, the 
Bank's cash flow, net profit and dividends con- 
tinued their steady upward trend. As at 1st January 
1982, BlUs own resources exceeded Lfrs. 3.79 
billion, and will be increased considerably during 
1982 in line with anticipated growth. 


BIL expanded total loan volume by 18% pursuing 
a cautious lending policy and successfully diver- 
sifying its international loan portfolio, especially 
to U. S. corporate borrowers and clients in South- 
east Asia. 


In 1981, BIL again strengthened its international 
business. The representative offices in New York 
and Singapore continued to expand their activi- 
ties. In September, a representative office was 
opened in London concentrating on the Eurobond 
market. 


Headquartered in Luxembourg, which is rapidly 
developing its scope of international banking and 
finance capabilities, BIL offers comprehensive 
services, through its own offices in key financial 
centers and worldwide through its extensive cor- 
respondent relationships, including the network 
of ABECOR, the world's largest banking group of 
its kind. 


1981 


- in Lirs million ~ 
per 31.12.81 - 100 Lirs 236 US $ 





NETPROFIT  —  , 2901 — 320 & 360 
Distributed profit 125 — 138 _ 159 
TT Lis 195 Lfrs 215 Lis 225 
CASHFLOW) — —— 621 — 872 1152 
TOTAL ASSETS 104144 132361 176,240 
Loans and advances 30,489 35,395 41,792 






















t and profit and loss account are published in the 
Е Rec реса! des Sociétés et Associations du Grand-Duche de 
Luxembourg” For your c of the Annual Report in English, French or German 
please contact our Head Office in Luxembourg 


BANQUE INTERNATIONALE 
A LUXEMBOURG 


Société anonyme, founded 1856 
Luxembourg, boulevard Royal 2 
Telephone: 47 91-1, Telex: 3626 bil lu 


Singapore Representative Office: 
The Octagon, 10th Floor 

105 Cecil Street, Singapore 0106 
Tel.: 222 7622, Telex: 21396 bilasi 





















Beautiful, dry copies on plain 
paper. Advanced copying technology 
User friendly. Day-after-day reliability 
Competitively priced. It's easy to see 
why Mita copiers are so popular 

For example, the new DC-232 is 
Mita's most intelligent, most advanced, 
most productive copier yet. 23 quick 
copies per minute on any size paper as 
big as A3. Paper sizes changed at the 
touch of a single electronic sensor 
A stationary platen that keeps originals 
firmly in place. Plus optional document 
feeding and automatic sorting, making 
the DC-232 your first smart step to a 
powerful copying system 

Or consider the new, low-profile 
Mita DC-191. Advanced fiber optics 
provide precision imaging, and in turn, 


Authorized Mita distributors in Asia and the South Pacific 
AUSTRALIA: Moore Copystar Pty., Ltd., Melbourne Phon 3-553-( 






BANGLADESH: New Victor Ltd.. Dacca Phone 2 
HONG KONG: The Office Appliance Co., Lid., Phe 
INDONESIA: Р.Т. Mita Mahardi, Jakarta Phone 653897 
KOREA: Liker Co., Ltd Phone. 778-3211 to 5 


Seou 


MALAYSIA: Cycle & Carriage Sdn. Bhd., Kuala Lumpur Р! 
PAPUA NEW GUINEA: Meridian Breckwoldt Pty. Ltd... Port 





пе 570955 


Moresby 


superior reproduction up to A3 size. 
First copy in a speedy 5.6 seconds, 
then 18 copies per minute every minute 

Or the compact, 52-kilogram Mita 
DC-132. The high performance brother 
of Mita's world best-seller, the DC-131, 
it's a full 33 percent faster 

All have Mita's own advanced 
dry-toning system which delivers clear, 
crisp copies on plain paper or just 
about anything else 

Mita is one of the world's most ex- 
perienced companies in the image 
reproduction industry, dating back to 
1934 

Before you buy any plain paper 
copier, come see Mita value at your 
local Mita dealer 


NEPAL: Mercantile Traders. Katmandu 


Phone 





179 SINGAPORE: Wei Tah Co., Ltd., Singapore Phone 
SRI LANKA: Ceylon Business Appliances Ltd 
TAIWAN: Lico Co., Ltd., Taipei Phone: 7717360 
THAILAND: Rand Corporation, Bangkok Phone 27 






Phone: 25-6311 


: PAKISTAN: Reliable Business Systems Ltd., Karachi Phone 
181 PHILIPPINES: Philcopy Corporation. Manila Phone 


lomb: 





MITA INDUSTRIAL CO., LTD. 
2-28, 1-chome, Tamatsukuri 
Higashi-ku, Osaka 540, Japan 
Phone: (06) 761-1171 

Telex: MITAINTL J64292 


1361€ 


226179. 232000 
04. 89-92-64 
7461051 

Phone: 2654 


89-52 


23911 
8695 
3-4513, 223-7652 


|" banks, 


Whose trust can you bank? — 


e WHATi is the safest place to put your 
money? The question is more than 
icademic in the wake of the Banco Am- 
jbrosiano and Penn Square: Bank col- 
lapses. Following major corporate de- 
faults and the crises facing sovereign-risk 
lending in Eastern Europe and South 
merica for the first time since 1974 — 
he year of Herstatt and the British sec- 
ondary banking crisis — real doubts are 
beginning to emerge: about the sound- 
-ness of the international system. Unfor- 
“tunately, the choosier depositors start to 
become; the more likely it is that pro- 
blems will spread as deposits move to the 
stronger banks. Depositors might also 
. shy away from some entities in offshore 
centres such as Hongkong, Singapore 
and the Caribbean.» 

The most recent surge in the value of 
the US dollar was partly attributed to a 
flight of funds into dollar-based banks 

` for fears of liquidity and solvency pro- 
blems at other banks, particularly in 
West Germany. At the time; this parti- 
to Shroff to be even 
more illogical than the current value of 
the United States" currency. After all, 
the US banks have plenty of well-pub- 
lished problem loans, a whole sector of 
the financial system (savings and loan as- 
sociations) in deep: trouble, high expo- 
sure in developing countries, margins 
under pressure from money ‘funds and 
other new instruments and strained capi- 
tal:risk-asset ratios. 
The question of which nation offers 


the safest haven for depositors is hazard-: 


ous. But as tuc “would have it, the 
Group of 30 — an unofficial but well 


|^ connected consultative group on inter- - 
national monetary affairs — last week 


came out with а comparative study of 
bank supervision around the world; And 
Shroff now is not so sure about his views. 
The dollar is still overvalued, but big US 
together” with Japanese and 
8 British ones, may have a safety edge. 
"Since-1974, and with the particular 
prodding of the Bank for International 
Settlements, authorities in major finan- 
cial centres have been moving towards 
coordination of regulatory practices and 
acceptance of the principle that home- 


© country authorities are responsible for 


the solvency of the overseas branches 
nd sübsidiaries of their banks. 

However, the report notes that while 
‘some countries — including Hongkong 
and Singapore — rely heavily on home- 
"country supervision of the banks to 
which they are host, not all home-coun- 
try authorities‘are prepared to accept the 
degree of Ө rede placed on them. 
The dangets of such a situation have 


| been highlighted by 


Banco Am- 


‘comprehensive 
Both examine their 


regards public-sect. 


| disposition 1 


brosiano's problems. The Italian au- 
thorities are standing by the bank and its 
branch operations at home and abroad, 
but have declined to help out its Luxem- 
bourg-based offshoot which was used asa 
holding company for various interna- 


tional interests and which had borrowed 


heavily in the Euromarkets. 

As the study points out: "Uneven reg- 
ulatory practices can lead to a situation 
where banks áre drawn to the most per- 
missive regimes." The converse may in 
time be that depositors shy away from 
these regimes. Typically, these allow 
easy entry, rely on home-country super- 
vision and — other than for locally 


owned retail institutions — have few or | 


no liquidity- or cápital-adequacy ratios 
and negligible . lender-of-last-resort 
facilities. They rely heavily on "comfort 
letters" from parent banks. 


The Group of 30 study indicates that | 


the US has the: comprehensive 

regulations and Bı 

"supervision. 

8 for capital 
adequacy and liquidity on a global basis. 

Both monitor country risk and the US 
secti owing entities 
а single entity in 

ual borrowers. 


from one country 
limiting loans to 


-In both countries banks are also kept out- 


of non-banking bus 
tends its deposit-ir 


banks’ overseas operations. Britain has | 


no deposit insurance, but the concentra- 


tion of its banking system is an informal | 


protection. The drawback of the US sys- 


temis perhaps the diversity of regulation | 


and the sheer number of banks. 
© Japan, on the other hand, has relati 


ly few formal rules but masses of Minis- | 


subsidiaries — rather: than 
of continental European ‘ban! 
outside their home countri 
institutions in. off. 
Luxemburg to Hoi 

sidiaries or branc 

the highest reputa 

of banking supervision 

port in their country of 

dary institutions 


trouble, the chanc 
rescue them. — 


(SES) and the Secur 
cil (SIC) have hoy i 


sial proposed acq 
to Veneer directors was followe 
unusual open letter from the SK 


word “would” plainly i indicate: 
SIC would use its mandato ту po 
the SES — which has no ma 
thority — request were ignored. 
proposals were dro 
ng the episode 
shareholders had galled: on the 
pe to take 


try of Finance guidance. Business is also |: issu 


concentrated: the 13° city banks have | 


75% of deposits. Japan has kept gearing 
low by encouraging capital accumula- 
tion, has sought to limit maturity mis- 
matching and has restrained interna- 
tional syndicated loan exposure. Insur- 
ance cover, however, is limited to yen 
deposits and supervision of foreign sub- 
sidiaries might be better; but the Japan- 
ese sense of informal obligation exceeds 
legal requirements. 

The study indicates that French super- 
vision of its. banks” foreign activities is 
rather lax.’ However, depositors have 


"the protection implied by the concentra- 


tion of the banking system, and the fact 


"that it is 90% state-owned. 


To draw general conclusions from the 
Group of 30 study is extremely difficult. 
But it should be “must” reading for cor- 
porate treasurers and indeed anyone de- 
positing offshore. For those of a nervous 


| seem wise to avoid: 


53%. The. diretos decision 
the recommendation of. inde] 


е brought Ө on the 
intervention. The SIC's Sper 


sign or mistake, spread thé stor 

the London market on July 9 th: 

kong's prime rate had been 

have made some fast bucks. The repor 
spread while the Hongkong Assocíatio: 
of Banks was still holding its weekl 
meeting on the subject, eventually 


сак against, a cut. 








copper-bottomed bet | 


of the. Philippines’ most successful mining companies 
son юр by getting. it right underground 


ry Sacerdoti — 
la: In Hongkong each May, Philip- 
copper men make friendly bets with 
Japanese smelting partners over 
the price of the metal will be by the 
of the next year's meeting. Last year 
y s said copper would be above US$1 a 
hen May came around, however, the 
as 66 US cents, A. month later it 


J.P ірріпе тіпегѕ меге xd 
с Baguio Gold and Western 


"gone Mining L| pu 


ining have. joined their ranks. , 


Mountain and Acoje Mining Co. 
€ started retrenchment programmes. 
until. а. new price- Support contract 


men Power. National Deve. 
t Co. on eh 15 the top. three p 





Corp., Marinduque Mining and Industrial 
Corp. and Marcopper Mining Corp., were 


either studying plans or already preparing. 


to close their open-pit operations. 

Garth Jones, Marcopper's president 
(who is also president of the Chamber of 
Mines of the Philippines) calls it "the 
worst year since dawn. He said: "The only 
one probably healthy is Philex." In the 
mining community here, that statement 
has a familiar ring. While others in the in- 


, dustry have been scrambling to cut their 


mining losses, Philex Mining Corp. has 
continued to make money. While four of 
the top six mining companies stayed in the 
black during 1981 (see table). only Philex 
and Benguet earned consolidated net pro- 
fits above P100 million (US$11.9 mil- 
lion). In the first quarter of 1982, they 
were the only ones to earn profits at all, 

and only Philex earned anything from cop- 
per operations (Benguet relied on primary 
gold production to give it. an. earnings 
edge). 


Asin virtually every sector of the Philip- 


pine economy, world recession and high 
interest rates have hit the шк тшш; 


| ilex enlist s aura of success reflects 
Sorvative approach to business 


age ‘of Philex as a conser- 


un company begins with Henry. 


j mo, its 69-year-old. chairman, presi- 
nt and co- "founder. His. office, on the 


ayin an industrial quarter of Posie, 
etro-Manila, is as 5 telaxed yet as ef 


mex copper prices over the 

‚а daily task he has carried out 

г the past 24 years. He smiles proudly 
hen explaining that his weekly price re- 
s are circulated throughout the gov- 


{ dventuring father travelled 
to Asia, settling in the 


arrived. In 1922 nine-year-old 
left for the United States i 





did too, going all the way to the Manila 
Stock Exchange, where he became a 
trader and then a stockbroker for the 
local Merrill Lynch associate. 

His. first mining involvement came 
straight from the top, when he was 
drafted as president of Baguio Gold 
Mining Co. in 1947. He rose to promi- 
nence in the industry in 1952, after he or- 
ganised and led a gold producers' associ- 
ation in negotiating government support 
for the industry. Three years later, with 
two US-based engineers, Philex was 
founded with an initial investment of 
P275,000 (US$69,000 at then prevailing 
rates). The company has never been 
dominated by any single investor group, 
though there are three or four large 
groups of stockholders. Brimo's holding 
is in his words “medium” and, though it 
has fluctuated, it has never been more 


than 2.5% of the current 75 billion’ 
shares worth P371 million in. total.. 


Brimo's management style has always 
been slow and steady — nearly too much 
so in 1959 when delayed чигир forced. 














investments in 

sts of energy for 

n-pit mines, prices 

| le to keep up with 
anila's copper-mining 
ible ipi caused , 


elsewhere. Today the situation is much. 
worse. There is no glut in the market as’ 
the Japanese continue. to absorb the 
Philippines’ full production. It is the high. 
real interest rates which kee; “everyone 
buying hand to mx uth,” Says an industry 
expert. 

What makes Philex different? Iti isanin- 
teresting > question, "Particularly since 


il ue payments. 
zement has undoubt- 


defaults on som 
This careful. 
edly been a factor ig the m 
company one of the most popular stocks 
on Philippine board Its diverse set of 
. Shareholders — numbering some 40,000 
_— make it, with San Miguel, Corp., the 
most widely held company in.the coun- 
try, according to market analysts. And 
even. during the current stockmarket 
doldrums (REVIEW, Mar. 26) and with 
devastated metals prices, Philex remains 
“the most. popular re these days,” 
says. Irving... Ackerm a local. 
асаа Тһе j competition 
on the mining front n Atlas Consoli- 
dated Mining and Development Corp., 
which has been a traditionally active 
stock because of the US interest gener- 
ated by its listing on the American Stock 
Exchange in New York. “But lately the 
interest has not been there," says Acker- 
man, “because Atlas has been losing its 
shirt. Philex h t to be much more 


closing of 
ilex trade e 













in a land where companies tend to 
and fall on the graces of political 
unch and connections, has purposely 
ayed clear of the influence peddlers. 
We just run a tight ship," says Henry 

mo, the 69-year-old chairman and pre- 
sident. There is a lot more to it than that, 
actually — such as ore content and mine 
© logistics, for example. But since the com- 
~ pany was set up by Brimo and two Ameri- 
Сап engineers in 1955 it has slowly but 
dily grown to be an example for an in- 
dustry now deep in trouble in an economy 
hat is not much healthier. 














s Jones said: “They are good opera- 
tors . . . always have been. . . very 
; conservative.” The key word is conserva- 
tive, which has been the single mark of 
.. Philex, Both in borrowing and lending, 
declaring dividends and in corporate 
planning, Philex has been able to keep its 
reserves ready to swallow roller-coaster 
copper prices, while balancing the decade 
of high gold prices with rising petroleum- 
based power costs. 
i In the current economic climate, the 
^Ssingle most important factor bolstering 
Philex financially has been its distinct lack 
Of debt. "Since 1959, when the sheriff ran 
after us, we have been conservative," says 
_ Brimo. At that time, the four-year start- 
гар of Philex’s.copper- and gold-rich mine 
in Tuba, just southwest of Baguio City, 
was a bit too slow for Brimo's local cred- 
itor. After a bit of a scramble to find a 










used pre-emptive (rights) issues to fund 
its diversification. That, and its large 
number of shareholders, has been the 
-Single most important factor in the firm's 
ability to stay away from influence-mon- 
gering. by government or local entré- 
preneurs. “We never had to borrow from 
the government,” says Brimo, “so the 
government has pretty much left us 
alone." f 
However, this year a stockholders’ 
fight over one of the Philex board seats 
‘has Brimo more than a bit worried. For 
first time, Brimo was out-voted dur- 
ng the June 29 board election by 
stockbroker Antonio. Garcia, .who 
picked up not only more proxies, but 
ed out Brimo for most votes cast by 
ividual shareholders. Brimo fought 
J feat Garcia largely on the basis of 
his own long-term experience against 
© Garcia’s limited experience (and that 
* with a mining company which failed). 
Ше Garcia may end up a lone dis- | 
nter during board votes, Brimo wor- 
about upsettihg the smooth func- 
ig. of the company. Outside obser- 
vers have looked quizzically on Garcia's 
campaign against Brimo's management, 
particularly, as one stockbroker says, 
ce “Philex was the only mining com- 
_ pany to make money in the first half." 
— GUY SACERDOTI 


















































| Breaking 
even 


Manila: The Philippine Government is 
coming to the rescue of its distressed. 
copper-mining industry by operating in 
effect a long-term futures contract on 
copper. Distressed companies will sign 
a contract with the National Develop- in 
ment Co. (NDC) to sell their copper | mont 
for 75 US cents alb for a specific period. 
regardless of the world price. With 75 
cents the breakeven point for many | 
copper operations, the subsidy is de- 

Signed to tide companies over the pre- - 

. Sent price depression. The government 

hopes, however, that copper will rise | Ga 

| above the subsidy level by the end of | € 
“this year. If so, it should be able to r t 
. coup its outlay and, with luck, make 
fit. Without the subsidy, n 
























































But even at the new level 
Philex's gearing is well below that 
competitors. Although varvin 
from company to company, thein 
troubles are very much tied to inte 
rates and debt. Atlas, for example 
largest mining firm — is geared at 18 
while Marcopper has a more be 
44.8% ratio. Marinduque, with: 
exposure to its nickel project, | 
P8 billion in outstanding debts. 
Ri to the industry, Phile 

dend payout ratios have also’ 
servative. No industry-wide payout 
age is available, but ratios have tende: 
be erratic — and high — when | 
are paid at all; last year many comp 
paid none. While high compare : 
panies in, say, the United States, Ph 
average payout ratio of 65% since 1 
has allowed for a healthy buil 
tained earnings. Since 1980, Phile 
kept a reserve for new projects and e 
ment worth P175 million. For the 
being, much of that is invested wi 
P224 million in current assets alloca’ 


foreign bank to back up the P750,000 loan 
acquired in 1958 (Bank of America agreed 
without much delay), the crisis passed and 
Brimo learned his lesson. 

Since then, Philex has not borrowed a 

cent for either expansion or diversifica- 
tion, nor has it issued any pre-emptive 
(rights) shares as funding. Philex was 
geared at zero in 1979 and gearing was 
10.5% at the end of 1980 (owing to P74 
million in short-term promissory notes — 
at 1176 interest — issued to two commer- 
cial banks). In 1981, however, the com- 
pany's gearing shot up to 22.8%, because 
of a reserve set aside to cover two long- 
term loans Philex guaranteed on behalf of 
Baguio Gold Mining Corp., a mine Philex 
had operated under contract since 1971 
but closed down permanently in February 
this year. 
.. That has been Philex's only sore point. 
While it is a separate company, Brimo has 
been president of Baguio Gold since 1947 
and when the gold mine was caught by ris- 
ing costs and falling prices, Philex guaran- 
teed a five-year, US$3 million loan at 1.25 
percentage points above the Singapore 
inter-bank offered rate (Sibor) and a 
seven-and-a-half year loan for US$8 mil- 
lion at 1.125 points above Sibor (payments 
begin this month). In addition, Philex ad- 
vanced Baguio P87.5 million before the 
close-down. ' 

But in Philex's 1981 accounts, the entire 
principal of the two loans is written off tc 
the firm's profit-and-loss account (minus 
the estimated value of Baguio Gold's re- 
coverable assets), which in effect reduced 
Philex's profits — and thus taxes. Had 
| Philex amortised the loan principal over 












































































Mine out 
tonnes 

Copper in concentrate 

million kgs) 

Gold in concentrate 
(million grams) 

Silver in concentrate 
(million grams) 







ae (million 
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Operating revenue 

















the repayment period, its profits would Copper 
have led the industry at more than P200 ыо 
million (instead of the reported P130 mil- | | «esc freight, 


lion). At the same time, Brimo says he 
plans to use Baguio Gold machinery and 
equipment when the Tuba mine shifts to a 


| lower level in 1986 


insurance, smelting 
and refining) 
Net operating revenue 
f Net income 



























est placements with both local 
erseas financial institutions. That 
almost equal to Philex's entire 
abilities. 
large portion of current, assets 
high-interest markets might 
ome of those who witnessed insol- 
ong. several local financial 
n early 1981 (in the Dewey Dee af- 
JEW, Jan. 30. *81]), but while 
may have been concerned over the 
e of the Bancom group (it had 
P10 million invested there) it gen- 
reads its funds out among both 
foreign houses. 




















her essential difference between 
x and other Philippine copper- 
ining companies is its ore re- 
‘hile it sits on the lowest copper 
tration in the Philippines — its cop- 
re Tatio being the lowest among 
ine mines at 0.2875 — it has a sub- 
condary production of gold. Al- 

h that does not help as much now as 
when the gold price was at US$600 an 
ie volume Philex produces remains a 
antial factor in its profit picture. The 
production figures show Philex 
fifth in copper. production (with 
tonnes) down óne notch from 1980, 







































(with 3,823 kgs). 

fact, Philex produces more gold than 
Jf the primary gold producers in the 
ppines. With the exception of Ben- 
, Philex has the highest. ratio of gold 
uction to copper in its operations. As 
0 says, under current conditions, “no 
ppine mine could exist without gold.” 
rther advantage for Philex is that its 
lends itself to “block caving.” or 
aking up the ore in the mine shaft and 
n lifting it to the surface; block caving is 
ty low on costs once the ore is prepared. 
recent years, Philex has found some 
massive ore, but managed to main- 




























e end of 1981, 29 million tons of 
en ore, enough to keep mining for 
se years. “Philex has an ore body that is 
tbook ‘for, block caving,” ` according to 
idustry specialist. But while this type 
mine. decreases costs, it also forbids 
en a- temporary shutdown — which is 
with copper prices so dismal, 
's.. gold. content. is so crucial. A 





in loose ore settling. 

The company’s third advantage is 
er. Philex (and Benguet) are the only 
отрапісѕ: tied into the National Power 
orp. (NPC) grid. Sourc 
elf-generated electri ily: ate. currently 








s first as a secondary producer of | 


ck-caving mine shutdown would result | 


s say costs for 





ү saddled with huge. debts to the bank 


138,972.5 
36276.6 >. 
28,002.9 
26,613.4 
22,694.9 
15,314.5 


industry sources say the average break- 
even point for copper producers varies 
from 75-80 cents a lb, Philex's cost is about 
50 cents. Even with the current price of 
gold well below last year's, Philex is ex- 
pecting to pull in profits this year of about 
P100 million, higher even than those of 
Benguet, which still loses money on its 
copper production at current prices. (The 
biggest miner, Atlas. says it will lose 
about P800 million this year. while Mar- 
copper says its losses will top P100 mil- 
lion. Philex, on the other hand, expects to 
make a profit of about P 100 million.) 
Also helping Philex pare back current 
costs has been a cutback on development 


: of new ore, reductions in overtime and, 


for the time being, allowing attrition to 
lower labour costs. Brimo says Philex will 
stay as much on an even keel as possible to 
“consolidate and ride out the storm” until 
metals prices recover. Then, costs per Ib 
of production will rise somewhat as deve- 
lopment and higher labour costs return. 
(The mining industry as a whole has been 
proud of the way. it has cut costs, but the 
irimming is only a temporary measure.) 
One factor which is only starting to help 


- Philex's earnings but which will play a 


greater role in the future is the steady di- 
versification of the company away from 
mining. Oil, banking, manufacturing and 


COMPANIES 








helped oi organise and then became presi- 


dent (he still i Philippine-Overseas 
Drilling and Ой Development Corp. 
(Philodril! In joint ventures with other 
petroleum companies, Philodrill has been 
involved in f the hydrocarbons ac- 
tivity in the. Philippines. With approxi- 
mately 9.5% (currently about P 17 million 
worth). of. Phil tock, Brimo. esti- 
mates the value of the original investment 
doubled over the 11 years of Philex's in- 
volvement. In 1977, Philex moved into 
manufacturing. obtaining 25 о ОЁ Armco- 
Marsteel Alloy Corp. While the value of 
the equity purchase. was million, 
Philex obtained a substantial tax break 
(Armco-Marsteel ... was. considered га 
pioneer industry) bringing the real cost 
down to 26.7 million. This steel ball pro- 
ducer has not fared well, however, though. 
on an equity basis, the value of Philex's in- 
vestment remains 46%, above the 1977 
purchase prices cec: 

One of Brimo's b: decisions was buy - 
ing up P56 mi t 
Banking Corp. The 27% hol ng 
in the bank has increased in value to date. 
by almost.50%. In January, Philex bought... 
а 5176 stake in Firestone Tyre and Rubber ' 
Co. for P85 million. 

Some in thé. mining industry have ques- 
tioned the soundness of Philex’s diversifi- 
cation, but Brimo defends the. acquisi- 
tions, “Mines are wasting assets, SO we, 
need some [assets] outside the industry.” 
Since 1969, Brimo said, the subsidiaries 
have earned P240. million in profits for 
Philex, including . cash Би not stock: 
dividends. - 

















































Exit Dunlop, smiling 


Critics claim the British rubber company got 1oo. 


generous a deal from Malaysia 


By Jeffrey Segal 

Kuala Lumpur: The announcement that 
Pegi Malaysia, a fast-expanding and poli- 
tically well-connected public company, is 
to buy Dunlop Malaysia Industries Bhd 
(DMIB), the country’s largest tyre manu- 
facturer, at first sight read like a textbook 
exercise in restructuring. A huge, interna- 
tionally respected conglomerate was 
gracefully bowing out of Malaysia, selling 
for a good price to a thriving local entre- 


4 preneur who had already built upinterests 


in other components of the Dunlop em- 
pire. 
Soon, however. analysts began to find 
disquieting aspects to the deal. Dunlop 
Holdings, the British parent, would be 
getting an unfairly high price, it.was said. 


treatment. And Pegi itself would end-up 


finance 2 the dea Moreover, i 


DMIB minorities. would receive unequal. 





look as if the ‘approval. procedure now 
under way in. London and Kuala Lumpur - 
could prove lengthy and difficult. 

The announcement of the sale came as 
no surprise. Some observers said they had 
been expecting Dunlop Holdings to try to 
unload. 5126-owned DMIB since around 
last September, when it had agreed to sell 
off sister company Dunlop Estates Bhd 
(DEB) to a joint venture of Pegi and 
Multi-Purpose. Ho s. At least one 
Malaysian company, Sime Darby, seemed 

inkli f DER Hold- 

















ment before awarding tenders to British 
companies seems certain to have hard- 
ened Dunlop Holdings’ intentions. 
DMIB was in fact one of the first British- 
owned companies to be hit by the cam- 
paign when it suddenly lost to the local op- 
eration of Goodyear a lucrative contract 
tosupply the government with truck tyres, 
which it had held since its launching 19 
years earlier. While all the parties in- 
volved stressed there was no direct pres- 
sure from the authorities to Malaysianise, 
DMIB’s 1981 annual report conceded that 
the political background was “uncertain.” 
According to Pegi’s managing director 
Phoon Ah Lek, “Dunlop felt that with 
local ownership the company would be in 
a better position to secure some of those 
contracts they had lost." 


Dm: financial position had begun to 
look shaky even before the climate be- 
came more hostile. Post-tax profits had 
more than trebled between 1970 and 1978, 
but had virtually stagnated since then. 
While sales rose from M$237 million 
(US$100.4 million) in 1980 to M$268 mil- 
lion last year, net income dropped from 
M$27.7 million to M$23.8 million, with 
dividends down from 32.5% to only 21% 
(of the shares’ par value). Continued 
competition from low-cost imported tyre 
brands and contraction in vehicle sales 
have meant further pressure in 1982. 

The parent company itself, Dunlop 
Holdings, was in a far worse state, loss- 
making and quite heavily indebted, and 
had already embarked on a course of di- 
vesting subsidiaries to raise cash. Selling 
off a Malaysian tyre-maker with uncertain 
prospects made sense and potential 
buyers began to line up. 

Some three or four months ago, Dunlop 
showed it was really serious about selling 
DMIB when it went back to Sime Darby 
with its delayed response to Sime's earlier 
approach. Sime was keen on expanding 
further into tyres but turned down Dun- 
lop's offer. According to a highly placed 
source, Sime was deterred by Dunlop's 
apparent urgency to sell and the "totally 
unacceptable" price suggested. One Sin- 
gapore-based analyst suggested that these 
moves were simply designed to chivvy 
Pegi into coming forward. Pegi finally 
moved in May and moved fast to prevent 
leaks to the market. 

Detailed negotiations between the two 
sides began only in late June and were 
concluded within three weeks. The first 
sign that Pegi was planning something 
came early this month, when it unexpec- 
tedly — and confusingly — switched par- 
ent companies. From being a 67%-owned 
subsidiary of Goodyield Plaza it changed 
overnight into a 51%-owned unit of 
Eastwind Holdings, with 16% remaining 
in Plaza's hands. Eastwind is in fact wholly 
owned by Plaza, whose majority share- 
holders are politician Abdul Ghafar Baba 
and his family. Ghafar, vice-president of 
the United Malays National Organisation 
(Umno) — the majority partner in the rul- 
ing National Front coalition —and secret- 
ary-general of the front, also chairs Plaza, 
Eastwind and Pegi, as well as Goodyield 
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Holdings, which has a 23% direct interest 
in Plaza. 

The switch to Eastwind — which, fol- 
lowing its incorporation four years ago 
had been the original vehicle used by 
Goodyield to pick up its controlling in- 
terest in Pegi — cleared the way for an- 
nouncement of the complex four-part deal 
in Zurich on July 12. Asa first step, Pegi is 
to issue 147.4 million new M$1 ordinary 
shares to DM (Holdings), a wholly owned 
Dunlop Holdings subsidiary, as consider- 
ation for DM's 51 million shares (5195) in 
DMIB. The deal values DMIB at M$500 
million in total and DM's block at M$255 
million. Pegi's shares are valued, for the 
purposes of the deal, at M$1.73 each and 
DMIB's at M$5. 

The second stage involves Eastwind 
Holdings buying back the new Pegi shares 
from DM for M$255 million cash plus 
M$43 million for deferred payment. The 
total M$298 million will be paid in Swiss 
francs, backed by a bank guarantee, over 
a period of 24 months. The money will 
come in five more or less equal slices, the 
first 30 days after the deal is approved. 

Stage three entails Pegi then offering 


Making tyres: competition meant more pressure 


the minority shareholders of DMIB, 
widely spread but including around 15% 
by bumiputra (indigenous race) institu- 
tions, a share swap along similar lines — 
2.9 Pegi shares for every DMIB unit — 
and as a final step Eastwind will propose 
to Pegi's own minorities that they in turn 
buy 49% of the newly issued Pegi shares 
which Eastwind will have bought back 
from DM. This will be done on the basis of 
three new shares for every existing unit. 
Pegi's minorities — which include Good- 
yield Plaza — now hold 49% of the 49.1 
million existing shares, so the transaction 
would keep their combined interest at the 
same level. 

If the whole deal comes off, it will effec- 
tively complete Pegi's takeover of Dun- 
lop's assets in Malaysia, a process that 
some analysts here have seen as almost in- 
evitable since Pegi got hold of Goodyield 
Plaza's 21.2 million Dunlop Holdings 
shares through a share swap announced in 
November 1980. Added to the 2 million 
shares which Pegi had earlier bought in 
the open market and the 795,000 held by 





its subsidiary Climate Engineering, that 
deal (cleared only last September) made 
Pegi the biggest single shareholder in the 
British-based group. (Initially, Pegi's 24 
million share block represented 17.595 of 
Dunlop Holdings’ equity, though two 
small issues last year diluted it to 16,7%. 
No other shareholder has more than 5%.) 
The acquisition of DEB by Pegi and 
Multi-Purpose Holdings — which in turn 
is allied with the Malaysian Chinese As- 
sociation, the country’s main ethnic 
Chinese political party and another com- 
ponent of the National Front — was a logi- 
cal next move. That deal cost Pegi nothing 
in cash terms. The company simply agreed 
to transfer its Dunlop Holdings shares, at 
a valuation of M$4.20 each, to a new joint- 
venture company called. Pegi-Multi-Pur- 
pose Holdings (PMPH). Multi-Pu 
would itself transfer to PMPH the 36.7 
milllion DEB shares (51% of the planta- 
tions company's paid-up capital) which it 
had bought for M$211 million via a com- 
plicated share exchange and buy-back 
deal arranged with Dunlop Holdings and 
its own major shareholder, a cooperative 
society. The M$110 million difference in 





outlays between Multi-Purpose and Pegi 
would be regarded as a loan from Multi- 
Purpose to PMPH, which was incor- 
porated at the end of March. A cash or 
share-exchange general offer to DEB's 
minorities closes next week. 


Е" Dunlop Holdings’ standpoint, the 
sale of DEB not only avoided what 
would eventually have become direct pres- 
sure from the government to transfer its 
plantation interests into local hands, but 
also netted the British company a useful 
extraordinary gain of £23 million (US$40.4 
million). The DMIB deal will prove even 
more rewarding financially. Dunlop 
Holdings will make an extraordinary pro- 
fit of £40 million over the book value of its 
DMIB interests and its shareholders will 
see results enhanced by the consequent re- 
duction in gearing. 

The general reaction in Kuala Lumpur 
— after the early euphoria had faded — 
was that the price being paid for DMIB 
was far too high. Phoon, who is said to 
have masterminded the deal along with 


it of taking over the Du 
Ve are paying a premium, "he said. “We 







how the two sides arrived at the val- 
ns of M$5 for DMIB shares and 
for Pegi has puzzled analysts here. 

; of net tangible asset value, 
МІВ and under- 

4 е balance sheet at 












30 ood at М the keer is com- 
ecause of the issue of the 147 mil- 








| cinipured tó the two 
rth; DMIB shares 
n. M$3.24 and 


































stentially important new ж is 
ig created between Taiwan and. 


ounced that the Hongkong and St 
Banking Corp. (HSBC) a 


ermission to set up a representative - 


р 
ffice in Taipei. Although several Ameri- 
and European banks have representa-. 
or branch offices in Taiwan as well as 
ing (and Hongkong), the ei y 
C was seen to be Б sig ificant 
three reasons: ; 
The HSBC would not even ave con- 
red setting up in Taiwan without a 
go-ahead from Peking. 
It is the first Hongkong-incorporated 
set up an office in Taiwan. 
‘Taipei would not have allowed a 
with such long and close associations 
| China to establish an obvious pre- 
nce unless it wished to see commercial 
"between Taiwan and the mainland, 
a Hongkong, increased. 
oth sides may wish to use the HSBC as 
additional means of communication 
etween Taipei and Peking. Foreign poli- 
J figures, especially Singapore's Prime 
ter Lee Kuan Yew, and Hongkong 
| overseas businessmen have been used 
informal channels of communication іп 
e past. But the HSBC, based in what 
. governments consider Chinese 
eign territory, could offer a secure 
ehicle for discussions as well as trade. 
The timing of the announcement, com- 
g when sensitivities over Taiwan's status 
ave been raised by the United States 
rms sales: question, does not appear signi- 
nt. It is. Understood that the HSBC 
1 














Last week the Taipei government 











lier in the year. итим reacted predicta- 
bly. A staggeritig 3.1 million Pegi shares 
were traded during the week, à fifth of the 
total turnover at the exchange, and the 
share dropped to M$2.40. DMIB shares, 
however, jumped to M$4.52 before falling 
back to M$4.24. "The public are not very 
happy," one broker commented. “They'd 
rather take their money and run.’ 


(ARS were worried, too, about how 
Pegi (via Eastwind) will finance the 
deal. Eastwind has no substantial assets 
other than its majority stake in Pegi, while 
Pegi's own financial position hardly gives 

reat strength: Profits, too, have been 
Wa ow the company's own forecast. Pegi's 





ГТ aiwan каша little over a year ago. 

An intriguing question now is whethera 
Taiwan bank will be allowed to set up in 
Hongkong. A normal, though not neces- 


| sary, condition of foreign banks establish- 


ing offices in Taiwan is that Taiwan banks 
receive reciprocal treatment. Hongkong 
has.a similar requirement. However, a 
problem could arise owing to the fact that 
the major Taiwan banks are government- 
owned or -run, thus acceptance of their 
presence in Hongkong might have unac- 
ceptable political implications; The most 
likely candidate would be Taiwan's Inter- 
national Commercial Bank of China 
which has both the strongest overseas 
links and the least formal government 
connections. 

The approval by the Ministry of Finance 
(MoF) of the HSBC application reflects 
Taiwan’s increasingly pragmatic approach 
to business — the same sort of pragmatism 
which permitted. the Kuomintang to open 
up trade with Eastern Europe and to wink 
at indirect trade with China. 


he government was willing to overlook: 
the HSBC’s pro-Peking reputation 
for several reasons. The bank is expected 
to help the island'scurrently hard-pressed 
exporters and to steer more investment 
capital: from Overseas. Chinese. into 
Taiwan. It can also provide a new avenue 
of communication between Taiwan and 
the British-administered territory. 
“From all indications, Taiwan was keen 


one week. Appeal came as no surprise 
hi 


| after the deal is completed will amount to 











to receive the application, which was ap- | give 
proved by the MoF in the record time of 


had been testing the 














ingapore, is under- 
dto сне. The 

only security w E © 

rently offer is its interest in Pegi, which 





100 million of Pegi's 196 million shares. 
That assumes’ Pegi minorities will have 
taken up the proposed three-for-one issue 
—a “disguised” rights issue, according to 
analysts. If- they: do, it will lighten 
Eastwind's financial burden by M$125 
million. Observers doubt, ever, that 
all the minorities will 
the current state of t 

mits there: 
going to ask o 





















blems. “We are 
'areholders to come out 


Taiwan waters over the: past year. This 
time the bank submitted a bulky formal 
application drawn up by a Taipei law firm. 
"They had every reason to 

be approved,” said Edwar 
director: of the M. 
monetary affairs 

Officially, the HSBC got them nistry’ 8 
nod. because no Hongkong banks have 
branch or representative offices in Taipei, 
though the bank failed to meet the basic 
criteria for a representative: office — 
US$100 million of business with Taiwan in 
each of the: three consecutive calendar 
years prior to application and term loans 
totalling US$60 million over the same 
three years. However, а clause, in the ; 
guidelines for foreign bank applications 
gives ће MoF the option of opening the 
door to banks ranking among the “top 100 
in the free world in terms of assets" (the 
HSBC ranked 29th in 1981) from coun- 
tries «not previously ‘represented in 
Taiwan. 

According to Chien, the bank fell 
“slightly below” the minimum require- 
ment for term loans; but made a “convine- 
ing. presentation". because of its huge 
trade-finaricing. business with Taiwan: 
MoF figures show that in 1981 the HSBC 
did. US$758: million worth of export ` 
financing with Taiwan, including US$214 
million with Bank of Taiwan, its local cor- 
respondent bank. (Taiwan’s exports to 
Hongkong in the year were US$1.9 billion 


hien, deputy 
department of 





.and imports US$300 million.) 


Taiwan reckons the HSBC presence in. 
Taipei will-boost trade with Hongkong. 
The. bank's rapidly expanding global net- 
work could also help local manufacturers 
find new markets. *From all indications, I 
don't think they want to stay only in Hong- 
k ien. He: noted the 

beit unsuccessful 
Bank of Scotland, and 
агіпе Midland Banks 




















ak a stable longe- 
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the general offer is completed - 

must be raised to 50% from the present 
37.396 

As if to pre-empt controversy, Ghafar FAR EASTER CCO 
announced immediately after the DMIB || } | 
ууз нар бкр ӨК offer Em takeover was disclosed that Pegi would 
same level being offered to Dunlop | "invite bumiputra institutions to partici- 
oldings) for the 49 million minority | pate directly іп DMIB" and that the 
shares іп DMIB, then Eastwind-Pegi's | shareholdings would "reflect the require- 
eds will soar by M$245 million. | ments of the New Economic Policy.” The 
believed to have | present bumiputra interest in DMIB is 
raise the extrà amount — -in around 14.5%. After the initial purchase 
of the 51% DM block by Pegi this will go 
up to an estimated 32% while if a general 
offer is fully taken up it would dilute again 
to around 31%. So, a further new issue 
might be needed to take it up to the 50% 
mart mark which. bumiputra elements will 
“the res iructured company probably press for. 


































са of uncertainty lies in the 
umiputra participation. The 
0 DEB ed {меп of po 










































from Hongkong më вой satisfies the trade finance and loan 
7 t Asia. At present this means direct in- | criteria, though there may be scope for re- 
'"vestment in industry, services or property, | ciprocity. Two South African banks with 
but perhaps not too much further down | local (ratherthan London) roots — Volks- 
‚ the road the Taiwan Stock Exchange will | kas and Trust Bank — have expressed in- 
+ Бе opened to foreign investors. terest in representative offices in Taipei. 
Banks from Southeast Asia with Over- Bankers in Hongkong expressed sur- 
seas Chinese links are already represented | prise at the HSBC news. There had been 
in Taipei. They. include the Bangkok | no advance rumours that the bank was 
Bank, International Bank of Singapore | contemplating such a step. The HSBC is 
. and Metropolitan Bank and Trust of | very active in China and has long had a 
dla. Taiwan-based- investors have | branch in Shanghai. In the words of one 
arious banks in the region, but | rival, it is "one of the few, if not the only 
l representation of a Taiwan institu- | foreign bank which is making money in 
imited to the First Commercial | China." It is most active in Shenzhen Spe- 
ich has arestricted licence in Sin- cial Economic Zone and Guangdong pro- 
vince, through its traditional Hongkong 
clients, but is also involved in trade fi- 
nance throughout China and in loans for 
several major projects. 
Several banks maintain varying levels of 
activity in both China and Taiwan: Bank 
of America and Chase Manhattan have 







































it opens, the office will be the 
eign bank representative office in 
i ei. Most observers regard it as a step- 

ping stone to a branch, for which the 
HSB will probably move quickly to meet 
the trade and term-loans criteria. At pre- | 
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sen foreign: banks have branches in | branches in Taiwan and representative of- | | Minus the myth. A country-by-c | 
E ‘Taipe : fices in Peking; Lloyds opened a branch in Asia. Everything from Finances & Current 
2000 Chien said more iun 20bankshave ex- | Taiwan 18 months ago, while maintaining Politics and Social Affairs. The on! 
| pressed interest in opening branches, but | what a bank official said was a "highly medium ot its kind. s 
| the. МОЕ restricts entry to two a year. | amicable” relationship with China. Rate: Soft cover U5$13.95 or HK 
: However, the HSBC, because it is the first First National Bank of Chicago pulled equivalent in. local. currency). 





out of Taiwan in 1979, either in the belief Yearbook cost to your subscription rat 
that it would be impossible to work in both above, and send the total, with the compl 
places, or that suspending Taiwan opera- cid 
tions would provide a. valuable competi- ا‎ 
tive edge in China. Today First Chicago Г 

has a very high profile in China, and аѕа |. | pease emer my subscription tor 
participant in CCIC Finance, a Sino-US- | 3 manihs 
Japanese joint venture that will provide 
financing advice to the China National 
Offshore Oil Corp., is well poised to take 
advantage of offshore oil developments in 
coming years. Right now, however, 


Hongkong bank on the island, will proba- 
е dud not have to queue up. 


"he HSBC breakthrough seems to have 
‚ M caught the Chartered Bank on the hop. 
. Chartered is No. 2:in Hongkong and is 
well represented in China. Because it is in- 
-corporated in Britain rather than Hong- 
kong it might have been seen as being in a | 
‘less sensitive political position. Chartered і 
lenies that. it has made any approach to | 
Taiwan: However;:the Standard Bank of | 
South Africa,.part of the same London- | Taiwan isa much more profitable banking 
based Standard Chartered group, isoneof | market than China. a 
| 
| 
| 
і 
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7 Please include the Yearbook at extra 
05513. 95/HKS79. 50. For airmail delivery, ^ 










fiumber of South African banks which The HSBC already plays a major role in 
^U have recently made approaches to the | financing bilateral trade between Taiwan 
МОЕ in Taipei. | and. Hongkong. When the representative 
Standard Bank of South Africa and | office is upgraded into a full branch office, 
Barclays National Bank of South Africa | the HSBC will be able to participate in 
— respectively 59% and 63% owned by | local-currency financing, issue letters of To: Circulation Manager : 
their London. parents - ~ have expressed | credit and enter into direst relationships | | Far Easter Economic Review, GPO Box 160, Hongkong 
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apore was not far behind. Japan 
a.welcome recovery and Thailand 
ahead while Hongkong and Aus- 
moved sideways. Tentative signs of 
n interest rates provided a com- 
ad. of hope. 





arket was encouraged by indica- 
f softening interest rates, which 
be good for commodity .prices. 
er, the immediate outlook for the 
| ains poor апа this exercised 
ning influence. The Australian 
ries Index closed the périod at 
Is, up 2.3. 


clining trend of the previous period 
d to July 13, but thereafter the 
etflattened outand moved sideways. 
: remained low. The lack of com- 





















SINGAPORE 


Fraser's Industrial Index 





duly 13 4,045.58 

en 402 174 July 14 3,999.80 

397 408 7246 July 15 3,987.30 

370 +11 100, July 16 3,951.58 

H410 14 127 July 19 3,932.52 
72. у *20 .929 | Change on week 72.369. 


pany announcements contributed to a fea- 
tureless. week. . Technically, the market 
has arrived at a significant point: a drop 
below 622 would open up the prospect of a 
major downward movement. In the mar- 
ket's present nervous state it would take a 
big improvement in fundamentals to 
counter this. 


e 

Singapore 

After teetering, for several weeks,. the 
market fell dramatically, with Fraser's In- 
dustrial Index losing 95 points over the 
period to finish. at 3,932.52. The Straits 
Times Industrial Index fell 24:45 points in 
the same period, to end at 669.25: Omin- 
ously in a week of such consistently depre- 
ssed prices, volume was above 4 million 
shares in three of the five trading days — 
not heavy, but heavier than in. recent 
weeks. Business Times reported during 
the period that the 100 largest companies 
quoted on the exchange have lost a total of 
more than S$10 billion (US$4.65 billion) 
in combined share values this year — the 


Straits Times 
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ewspaper believes, since ` 
0s. There are 270 companies ` 
quoted on the 






In the biggest five-day fall since. mid- 
March, Fraser's Industrial Index sank 
110.13. points. to close at 2,254.19, yet 
another low for the year. The New Straits 
Times Industrial Index, meanwhile, drop- < 
ped marginally below 1981's worst level 
and looked set.to break through the 800 
mark. Activity was unusually brisk, with 
18.2 million units traded, a figure boosted 
partly by heavy selling of Pegi shares fol- 
lowing the company's announcement that . 
it was taking over Dunlop Malaysia Indus- 
tries Bhd. Pegi dropped 73 M cents (32 US 






































cents) to;M$2.31 on turnover of 3.2 mi 


lion units. Tin counters weakened sharply 
as Penang prices stayed rooted to the In- 
ternational Tin Council floor. 


Hongkong 
Prices. moved within ITOW range. A 
tentative advance on July 15, which added 
13.95 points to the Hang Seng Index, was - 
followed the following day by.a retreat 
which. took. back 12.39 points.. On. the 
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other three trading days there was little 
change in the index, which closed the 
period at 1,295.75 for an overall gain of 
just 1.77 points. Hopes of lower interest 
rates have put some bounce back into the 
market, but until a firmer trend for in- 
terest rates is established, many investors 
are maintaining the wait-and-see attitude 
which has prevailed in recent weeks. 


Tokyo 


Brokers became active buyers on news of 
declining interest rates in the United 
States. The Nikkei-Dow Jones Average 
closed at 7,237.80 on turnover of 210 mil- 
lion shares. Light electricals, parts man- 
ufacturers and some speculative second- 
line shares became popular. Although the 
impending “Japscam” industrial espion- 
age trials continue to cast gloom over the 
market, Hitachi recovered in heavy buy- 
ing. The market gained nearly 100 points 
for the period. 


Seoul 


The market rebounded on a broad front, 
though slowly. The composite share price 
index closed at 169.8, up 3.1 points. Fresh 
buying enthusiasm was evident in blue 
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chips such as construction and. electro- 
nics stocks. Analysts said investors were 
recovering from the shock caused by the 
recent lowering of interest rates and 
the government's anti-kerb-market pro- 
gramme. Daily average trading volume 
was 10.7 million shares. : 


Bangkok 


Some selective buying helped lift the mar- 
ket on to marginally higher ground. The 
cement, bank and finance boards were 
well supported. Investors were encour- 
aged by news that the Krung Thai market- 
support fund, which will expire in 
November, may be extended. Further, 
there was renewed hope of lower interest 
rates. Average daily turnover was Baht 
7.3 million (US$317,391) while the Book 
Club Index posted a gain of 0.98 points to 
close at 93.74. 


. 

Таіреі 

Investors continued to react negatively to 
the Securities and Exchange Commis- 
sion's decision to prosecute officials of two 
listed companies for market manipula- 
tion. Investors were also disappointed 
that bank lending rates were reduced by 










only 1-1.25 percentage points. Average 
volume fell to a yearly low of NT$280 mil- 
lion (US$7.2 million). The average weigh- 
ted price index slumped eight points to - 
456. of а 


Turnover by value hit a record P102.3 X 
million (08812 million) though only 815.9 | 
million shares changed hands, mainly in _ 
three big single transactions in high-p e 
preferred shares of Semirara, a coal min- Ч 
ing company. These accounted for nearly 
P72 million or more than two-thirds of y 
total business, in a continuation of the 
process of transferring majority owner- — | 
ship of Semirara from the Herdis group 

to National Development Co. (NDC) the 
government company. More larg: 

sales were expected as the NDC а Ы 
remaining Semirara preferred shares | 
would not expire until July24. Elsewhere, — 
mining shares were irregularly higher. M 
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Ws Japan Inc. ever to adopt a cor- 
porate motto, perhaps the most ap- 
propriate choice would be a catch-phrase 
attributed to the depression-era Ameri- 
can evangelist, Father Divine: “Peace — 
it's Wonderful." Article 9 of the coun- 
try's Constitution says: “The Japanese 
people forever renounce war as a 
sovereign right of the nation and the 
threat or use of force as a means of settl- 
ing international disputes,” and there is 
very little popular sentiment here in 
favour of changirlg this state of affairs. 
As a percentage of gross national pro- 
duct, Japan spends about a sixth of what 
the United States does on defence, a 
Situation which, according to several ob- 
servers, has enabled the 
country to plough its re- 
sources into productive 
ventures, stoke its ex- 
port-dependent econ- 
omy and reap enormous 
trade surpluses in its 
favour. 

Recruiting young 
people for the all-volun- 
teer Self-Defence Forces 
(SDF) has not been easy; 
indeed, manpower levels 
in the three branches of 
the SDF have changed 
little over the past two 
decades. The opening of 
SDF bases around the 
nation last summer to 
schoolchildren on holi- 
day drew the condemna- 
tion of the Japan 
Teachers Union, labour 
groups, housewives' organisations and 
the communist and socialist parties. 

It is therefore somewhat surprising to 
discover, in the midst of all this apparent 
pacifism, that Japanese filmgoers — 
nearly three-quarters of whom are under 
the age of 20 — love rockets' red glare 
and bombs bursting in air. Locally pro- 



































pe. 




















Captured Australian from Minami Jujisei 
a backdrop of war. 



































duced war films are knocking them 
dead. The biggest money-making do- 
mestic production last year was Rengo 
Kantai (The Great Fleet), a highly 
idealised, all-star re-creation of the ex- 
ploits of the Imperial Japanese Navy 
from Pearl Harbour to the Battle of Mid- 
way. And this was only the beginning. 
Toho Studios celebrated its 50th an- 
niversary this year with the release on 
May 22 of Minami Jujisei (Southern 
Cross), a big-budget, Australian-Japan- 
ese co-production concerning the fall of 
Singapore. Toei will weigh in next 
month with what will probably be its 
most expensive, heavily promoted film 
of the year — Dai Nihon Teikoku (The 


Nurses and soldiers from Himeyuri No To: follow the leader 





Great Japanese Empire), also a World 
War II extravaganza. 

Director Tadashi Imai is currently re- 
making his 1953 tearjerker, Himeyuri 
No To (Tower of the Lilies), the story of 
a group of girls who become combat 
nurses and are killed during an Ameri- 
can attack. Keisuke Kinoshita, another 
well-known director, is scheduled to film 
Onnatachi No Senjo (Women's 
Battlefield) for Shochiku. And for those 
tired of refighting yesterday's wars, Toei 
will offer next year Kinmirai Senso 198X 
(Future War 198X), an animated feature 
depicting a future superpower holocaust 
and starring, of all unlikely cartoon 
heroes, wartime prime minister Hideki 
Tojo. 


Ns no one involved in the mak- 
ing of these films claims to be appeal- 
ing to any nationwide lust for martial 
glory. Toshio Masuda, director of Dai 
Nihon Teikoku, said: “This is neither a 
pro- nor an anti-war film. but a look back 
at the recent history of a country which 
has obtained enormous prosperity." 
Kanji Mochimaru, president of Shin 
Nihon Eiga, the company which pro- 
duced Minami Jujisei, said: "I want to 
show real pictures of the atrocious na- 



















ture of war by re-creating the action of 
the southern front." He emphasised, 
though, that the “war scenes are only a 
backdrop" against which the real story of 
human relationships is played. Imai said 
of his remake of Himeyuri No To: “I 
want to describe the 
naivety of young girls 
who blindly followed 
their leaders." 

But many in the film 
business say that the real 
explanation for the spate 
of war films is simply 
their success. This is cer- 
tainly confirmed by box 
office statistics. In 1957, 
for example, the finan- 
cially troubled Shintoho 
studio spent virtually its 
last cent on Meiji Tenno 
to  Nichi-Ro Daisenso 
(The Emperor Meiji and 
the Great Russo-Japan- 
ese War), which, in addi- 
tion to copious battle 
scenes, featured a be- 
nevolent emperor who 
insisted on eating the 
same food and wearing the same clothes 
as did his brave soldiers. The film earned 
US$1.3 million and was seen by nearly 8 
million people, setting an attendance re- 
cord for a Japanese film. 

In recent years, with all the big studios 
perennially trying to recover from the 
one-two punch of foreign films and 
domestic TV, war films have appeared 
all the more attractive investments. 
Toho's 1977 release, Hakkodasan (Mt 
Hakkoda), based on a true story of mili- 
tary preparations in 1902 for war with 
Russia, was the first Japanese film to 
earn Y2.5 billion (US$9.8 million). In 
1980, Toei virtually duplicated the film 
as Ni Hyaku San Kochi (Port Arthur). 
earning US$7.9 million. 

But last year and this, however. will 
probably go down in local cinematic an- 
nals as the Years of World War II. 
Psychologist Hiroshi Mikami says that 
these films are “pieces of nostalgia to the 
middle-aged, while today's youth, who 
haven't yet developed the habit of read- 
ing books, rely on them for their his- 
tory.” Given that most filmgoers are ex- 
tremely young, this is a sobering thought 
indeed, because of the idealisation of the 
Japanese warrior that they contain. 

— JAMES BAILEY 
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Pilger protests 


In your issue of July 16, you devote two 
complete articles to pillorying me. It will 
be a measure at least of your fairness that 
you publish the following in your next 
issue uncut (it also goes to agencies and 
television). 

In that REVIEW, Editor Derek Davies 
attempts to discredit my report in the 
Daily Mirror, London, about child slavery 
in Thailand. It is a strangely overblown, 
spiteful and craven attempt — craven be- 
cause at no time during his inquiries did 
Davies summon the courage to seek my 
side of the story or, indeed, to publish in 
full my original article. What is most dis- 
graceful, and revealing, about Davies' ar- 
ticle is his minimising of and apologising 
for child slavery in a country in his own re- 
gion. One can only wonder why he has 
gone to such extraordinary lengths to pro- 
tect the virtue of a London writer [Aube- 
ron Waugh] and of a regime which allows 
one of the few, if not the only open market 
in children in Asia, the facts of which are 
documented and well known. 

Davies no doubt will describe his or- 
chestrated attack on me, with copies sup- 
plied to the Bangkok press prior to the 
REVIEW's publication, as merely seeking 
out the truth: but that is nonsense. There 
is much more to it than that, to which 
Davies' own past interviews with the Thai 
leadership give us more than a clue 

Let us deal first with basic accuracy. 
Davies cannot even get right the date of 
my article, just as his reporter, Praissal, 
has similar difficulty with dates. Accord- 
ing to the REVIEW reporter, one of the go- 
betweens in the purchase of the Thai child 
was approached by Tim Bond, author of a 
United Nations report on child slavery in 
Thailand, on my behalf, in early March. 
Thai immigration records will show that 
Bond, Daily Mirror photographer Peter 


Stone and I were not in Thailand at any | 


time in March 

Davies describes the child, Sunee, as 
"plump." This was a child obviously mal- 
nourished, distressed and ill when Peter 
Stone photographed her, and our first 
stop on the trip to return her to her home 
was at a pharmacy where I bought her 
medicine. Santi, one of the go-betweens 
referred to in the REVIEW articles, will re- 
member detail such as that, though what 
Santi is now allowed to remember and to 
say publicly about the episode is doubtful. 
Davies' reporter, Praisal, having "iden- 
tified” Santi, persuades him to "confess" 
to hoaxing me, Tim Bond, photographer 
Stone and a Thai human-rights official 
who was highly experienced with child 
slavers and who accompanied us through- 
out the assignment. 

After weeks of controversy in the Thai 
press, with a government minister in- 
volved, what is Santi expected to say? Is 
he likely to announce to the REVIEW, and 
to the Thai media, that the foreigners who 
had embarrassed his government and his 
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e going to protect | 
г the three foreigners who had. 


f I was hoaxed, which I believe strongly . 
s not, I would accept it as one of the ^ 
ds of a journalism which has led me: 


hrough many wars and upheavals in the 


t 20 years and into conflict with official- . 


nd governments as disparate ‘as 
the Soviet Union and South 
That i is risk journalism: the very 
the opposite of the seden- 

kind as practised by those who sit in 


ng ‘offices bemuséd at whether an ` 
ished Thai child is “plump” ог | 


Davies’ reporter. тебек to "notarised . 
as if they embody... 
ome holy writ in Thailand. He says Toi, 


tements” 


he child's mother, signed one of these. 


i was wheeled out at a press con- - 


Bangkok on May 28 by the 


тепе, Vichit Saengthong, who told a 
portedly incredulous audience how Ti 


Bond, Peter Stone, the Thai human-rights 


official and I plotted to put her in an acting 
role in a movie called — wait for it — 
Hell’s Factory. ` 
‚ I say the audience was incredulous be- 
cause Vichit's farcical little show trials are 
becoming well kn ` Bangkok. For 
example, last year th 
respondent of th érman magazine 
Stern wrote a cover story about child slav- 
I and others 
childreni in Bangkok 


poin he Stern article in 
,his piece as “thorough” research — to con- 
trast it; no doubt, with: m 


press confer- 
story put into 
like por Toi, 


` apologised for “defa 
э After Vichit had: 
tory story and den 


nisatioh, of which he is chairman and 
has condemned child labour, ‚ Ном 


у 
аг his- country ought to be accused of 
tolerating a marketplace in children! 
On his return to Bangkok it seems that 
Vichit observed that his charade had not 
really caught on. So on June 18 he 
ged his story and claimed that Bond, 
e, the human-rights official and I 
no longer guilty conspirators but sad 
; victims of a hoax. Alas, it did not occur to 
him then that he could not have it both 
ways. But Auberon Waugh, a writer for 
. The Spectator magazine in London picked 
ар Vichit's rubbish and published it. That 
; is why Lam suing him, The Spectator and 
editor, Alexander Chancellor, with the 
Lb: king of Mirror Group Newspapers. 
isst The Spectat 


theast Asia cor-_ 


hit, the instigator of bogus stunts s against 


journalists, The Spectator has changed its 
story. Chancellor is right. 1 do not fabri- 
cate: and I challenge Davies, who appears 
to be suggesting that I made up the con- 
versation with the child — to which I have 
witnesses — to call me a liar. 

Quite aside from the go-betweens in the 
purchase of the child, a.range of other 
people independently confirmed that the 
child had been abducted. Naturally I have 
no intention of saying who they are here, 
so they can be intimidated. Frankly, if my 
“bill of sale". is worthless, as it is 
suggested, then the "notarised. state- 
ments" are 10 a penny. 

One example at random: reporter Prai- 
sal claims the duly “notarised” mother, 
Toi, received none of the money promised 
by.me for her child's education. The Daily 
Mirror has record of remitting money to a 
bank account in Bangkok and we have a 
receipt for the first instalment of this, 
signed by the mother, in front of two wit- 


;nesses. 


` Davies’ reporter writes: "The broader 
theme of child exploitation in the Pilger 
article cannot be disputed." He is right, of 
course. But his editor prefers to ally him- 
self with Thai officialdom. Davies writes: 
"Vichit also convincingly questioned 
Pilger's statistics of 200,000 children." 1 do 
not have the space here to remind REVIEW 
readers of the growing scandal of child 
slavery in Thailand, in factories and 
brothels. 1 could quote the UN Human 
Rights Commission, the Anti-Slavery So- 
ciety and the REVIEW itself which, on Oc- 
tober 3, 1980; published part of a report by 
the Thai Labour Department. This re- 
port, which had been suppressed and was 
quoted in the Stern article, estimated that 
990,000 children between the ages of 11 
and 14 were employed in full-time labour. 
Children under 12 are, of course, meant to 
be at school, but, to quote the REVIEW, 
“as many as 950,000 school-age children 
under 10 are regularly absent from school. 
Many are thought to be employed in paid 
or unpaid wor! 

Davies' statement that *Pilger i ignores 
the fact that the huge majority of the mi- 
grants [to cities like Bangkok] find jobs as 
unskilled workers and that many of them, 
even those who start in unlicensed fac- 
tories, make good,” is simply outrageous. 
Unlike him, photographer Stone, Bond 
and l'got into these factories and saw these 
*people making good" — children in hide- 
ous Dickensian sweatshops, and on stink- 
ing assembly lines. To quote the Anti- 
Slavery Society report: "According to 
Thai Government officials there are at 
least 5,000 unregistered factories in the 
country which not only employ children 
under 12 years with impunity, but also ill- 


treat them, making them work in in- | 


humane conditions." 
Davies. claims that by suggesting that 
British buyers of Thai goods inquire about 


the age of the products' makers, my Daily. j 


or report could have damaged 
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the economy of Thailand.” 
really. His ignorance of Third World 


(75 i et a to be matched only by | 


ignorance of what he publishes in his 
Oown--magazine. Again to quote the 
REVIEW: "The [Thai] Government's drive 
to promote exports and tourism may indi- 
rectly result in further employment of 
child labour. Unprotected children help to 
Obtain cheaper and more competitive 
prices, and the lack of official controls 
may be encouraging an even greater 
number of unscrupulous entrepreneurs to 
seek ways of evading the law rather than 


Improve (ће lot of their young employ- 
2ees;" | 


JOHN PILGER 
Daily Mirror 


London 


| € Derek Davies replies: First, Paisal 


Sricharatchanya (and please note the cor- 
rect spelling) is not my reporter. He is very 


- much his own man. He is one of the 


REVIEW'S two staff correspondents іп 
Bangkok, to whom I am grateful for many 
:of the points contained in this reply. 

` Of Pilger's plethora of adjectives, he 
selects "craven" to complain that we did 
not print his Daily Mirror article in full 
(we did give a full and fair summary). 
"Craven" also was our lack of courage in 
secking his side of the story. But that was 
summarised — and Pilger has de- 
monstrated how he reacts to any question- 
ing of his reportorial ability or probity: he 
issues writs. 

We do apologise for misprinting the 
date of Pilger's Daily Mirror piece (it was 
March 22, not March 27). As for the date 
of Pilger's presence in Thailand, Pilger's 
contacts, remember it as early March, and 
his March 22 article was datelined “Pilger 
reports from Bangkok." But it is hardly 
very important whether Pilger was duped 
in March or duped in February. 

Vichit certainly denounced the Stern 
story (one of the several forerunners to 
Pilger's "exclusive") as a fabrication and 
produced the three purchased children to 
claim that they had been paid to pose as 
"slaves" — this has been confirmed to us 


- by Stern s able correspondent, Dr Erich 


Follath. That is precisely why both Paisal 
and I stressed that Vichit's press confer- 


Oh | 


ра 


Sunee with Toi: plump-featured or malnourished? '"'" 


ence denying the Pilger story was first 
greeted with cynicism. The vital differ- 
ence is that the Stern story did hold up. 
Pilger's did not. Neither has the Daily 
Mirror recorded the Thai official denial of 
its "splash" story. 

Paisal in no way "persuaded" Santi to 
confess — there was no need to, as he had 
committed no crime. The interviews were 
conducted straightforwardly and Santi 
thereafter willingly signed a statement. 

Santi, like Sunee's mother, did not 
apologise for “detaming Thailand” but for 
taking part in a charade which was then 
blown into a sensational story to discredit 
Thailand. We are glad that Pilger’s letter 
admits that he and Bond made use of such 
a well-known Thai “fixer” to locate their 
“slave.” It would be interesting to know 
whether Pilger or Bond ever made it clear 
to Santi that they were on a reporting as- 
signment for the Daily Mirror. 

We do not regard notarised signed 
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holy writ, especially from people 
who are admitting to have 
hoaxed others. But such state- 
ments are supported by several 
(also notarised) official records. 
The evidence is overwhelming 
that Pilger's version — that the 
mother (an unmarried *widow") 
and Sunee (without education) 
were living in landless poverty 
in Phitsanuloke — was, to put 
it mildly, hopelessly inaccur- 
ate. 

Even in the process of de- 
monstrating how Pilger had been 
hoaxed, we stressed the serious- 
ness of the problem, which the 
Thai authorities admit. The pro- 
blem can, however, be unfairly 
exaggerated. Readers will note 
Pilger's shift of ground. His ori- 
ginal article stated that a "con- 
servative estimate was that at 
least 200,000 children had been 
sold into slavery." He now de- 
scribes these children as “labour- 
ing." If he equates child labour 
with slavery, he is underestimat- 
ing the problem. 

Pilger describes his article as represen- 
tative of "risk" journalism — the "very 
best kind,” bringing him into conflict with 
governments. The REVIEW has hardly 
been free of conflicts with various re- 
gimes. Further, we would question whe- 
ther writing a sensational story about 
Thailand from the safety of London (and 
issuing libel writs: when its accuracy is 
questioned) merits :the phrase “risk jour- 
nalism.” Pilger also’ contrasts his-type of 
journalism with the sedentary variety 
practised in Hongkong offices. Well, most 
of the legwork which established that 
Pilger had been hoaxed was done by 
Bangkok-based Paisal, and I will match 
the number of visits to Bangkok and miles 
I have travelled within Thailand — and in 
most other Asian.countries — against 
Pilger's any day... 45 

Pilger is rightz.wa.do claim the careful 
research by Paisal and others to establish 
Pilger had been hoaxed was in order "to 
seek out the truth" — as well as to illus- 
trate the thoughtless harm that can be 
done by media in the West which publish 
inadequately researched articles on the 
Third World. 

In spite of the evidence, Pilger still be- 
lieves "strongly" that he was not hoaxed; 
we have shown that he was. We leave our 
readers to decide which party is the more 
ignorant of Third World economies and 
which the more “overblown, spiteful and 
craven." We have published his bluster 
uncut (except for defamatory references 
to third parties). We have thus, to use 
Pilger's words, demonstrated our editorial 
fairness. Our main complaint is that 
neither the duped Pilger nor the Daily 
Mirror showed the same degree of fairness 
to Thailand. 

This correspondence is now closed — 
unless, that is, the Daily Mirror publishes 
our original articles, and the above 
riposte, in full. 
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Australia was one of the first countries to give diplomatic 
support to Indonesia after it declared its independence from 
the Dutch in 1945. But relations between the two nations 
have not always been smooth in the years since then. Al- 
though successive Australian queen have gone out of 
their way to maintain friendly li 


nks with Jakarta, many Aus- 


tralian journalists and politicians have taken Indonesia to 

task for what they see as a long series of abuses of power — 

most notably the 1975 invasion of East Timor (right). Many 

Australians supported the cause of East Timorese indepen- 

dence, just as they had supported Indonesian independence 

three decades earlier. But Jakarta, which argues that the in- 
vasion served Australia's long-term interests by removing a potential “Cuba on ; 
the doorstep," has been angered by continuing criticism over Timor, particularly 
in the Australian press. Southeast Asia correspondent David Jenkins looks at the forces that have 
shaped Canberra-Jakarta relations while Susumu Awanohara in Jakarta and Anne Summers in Canberra 
examine recent developments in each of the two countries. In a companion article, Australian academic 
Dr Herbert Feith takes a critical view of the role and influence of the Indonesia lobby in Australia. 


Pages 26-30 


Page 10 

The dilemma grows over Hong- 
kong's 1997 deadline: should all 
concerned let sleeping dogs lie? 


Page 12 

Macau's governor speaks out on 
why there is no problem for the 
Portuguese-run territory. 


Page 16 
Veteran Nepalese politician B. P. 
Koirala is dead. 


Page 16 

Vietnamese Foreign Minister 
Nguyen Co Thach's reception in 
Malaysia is no warmer than it was 
in Singapore. 


Regional Affairs 


China: A matter of confidence _ 
Interview/Vasco de Almeida e Costa: 
The Macau solution 
Compatriots speak out 
Philippines: Shots in the dark 
Obituary: B. P. Koirala 1914-82 —— 
Indochina: We'll let you know 
No mercy? Non, merci 
New troops for old 
Indian Ocean: Winds of change 
The costs of sovereignty ___ 
South Pacific: Mara's close race — 
Cover story: the garuda 
complex 
The media and the menace 
Confusion compounded by the 
traurna of Timor 
A call to Canberra: rethink 
on Reéalpolitik 





Page 17 

A ‘mercy patrol’ by the French fri- 
gate Balny once again highlights 
the boat-people problem. 


Pages 19-20 

A new government in Mauritius 
puts Washington under pressure 
over its Diego Garcia base. 


Page 38 

Thailand's long-delayed decision 
to allow natural-gas exports may 
have far-reaching effects on its 
balance of payments. 


Page 39 
A Japanese-British joint-venture 
car plan suffers another setback. 


Bangladesh: Perform now, poll 
later 


Business Affairs 


Resources: Thailand's gas-for-cash 
ШАШ eee EMO et LS ME „Г 
Industry: Japanese-British car project 
justiicke over i4 lr 
Economic relations: Cutback or pullout 
DR TOKO fae a a Е 
Thailand breaks ranks 
Litigation: Japanese firms called 
to the bar 
Budgets: Big plans, small 
means in Nepal 
Insurance: Hongkong's proper fit 
of control 
Macau decree$ reform ———— 
Agriculture: India's drought — it never 
rains but it pours —— > EE 


Cover photo: Arthur Kan 





Page 44 

Despite its poverty, Nepal 
budgets for further development, 
through deficit financing. 


47 
The laisser-faire atmosphere of 
Hongkong takes a knock with 
some heavy regulation of the in- 
surance industry. 


Page 58 

High interest rates are good news 
for art collectors as the 
speculators turn to greener 
pastures than blue-and-white. 


Page 59 
A strike-plagued foreign sub- 
sidiary in South Korea pulls out. 


Property: Temporary shelter 
in Singapore 

Investment: Collectors corner 
the art market 

Companies: A retreat from 
South Korea 

Company results 

Stockmarkets 


Regular Features 


Letters 
Briefing 
Intelligence 

eek 
Traveller's Tales 
Richard Hughes 


Books 
The 5th Column 
hroff 


ro 
Backpage letter: ‘Khalistan’ 





4 95 m E 
— ——— 2 


TT 


Les 


PUTCYOS 


2 





ve 
i 


Mi * 


ELT RR 


XR 







k 


SSE Ge 


CT 
А 


SFT FF 


SF 
^ ' 


While Singapore has kept a dis- 
. creet silence on the claim that it 

rovided Son Sann's Khmer 
People's National Liberation 
Front (KPNLF) with weapons 
last year (REVIEW, June 4), 
more information has emerged 


on the subject. Reliable 
sources in Singapore claim that 
two Singapore Air Force C130 
transport aircraft delivered 


— military supplies to the KPNLF 


in November and December 
last year. The supplies report- 
edly included M16 rifles, am- 
munition and explosives. 

The sources suggest that the 
М165 may have come from a 
large batch of the rifles now 
made surplus to requirements 
by the Singapore Govern- 
ment's decision to switch to the 
Sterling ARIS rifle, made by 
government-owned Chartered 
Industries in cooperation with 
the Sterling Armament Co. of 
Britain. — PAUL QUINN-JUDGE 


Confucian advisers for 
Singapore's schools 


Following a lengthy search for 


- academic talent several months 


ago by Singapore Deputy 
Prime Minister Goh Keng 
Swee, seven more Confucian 
scholars are to visit the republic 
next month to fashion a cur- 
riculum. for the teaching of 
Confucian ethics in Singa- 
pore's schools. Goh, who is 
also minister of education, 
launched a campaign earlier 
this year to revive the teachings 
of the Chinese scholar as a way 
of stopping what is seen in 
many quarters as the erosion of 
social values. 

The first of Goh's scholarly 
consultants, an academic from 
New York, visited Singapore 
several weeks ago. The seven 
others due in August are pre- 
dominantly from United States 
universities. — PATRICK SMITH 


Singapore MPs take 
no action on Jeyaretnam 

A parliamentary motion 
against J. B. Jeyaretnam, Sin- 
gapore's lone opposition MP, 
was withdrawn on July 27 by 
Law Minister E. W. Barker, 
who put the motion before the 
house following the March 
budget session. Jeyaretnam 
was alleged to have partici- 
pated in debates which would 


have had a direct bearing on 
cases handled by his private 


‘law firm. The motion against 


him could have resulted in cri- 
minal prosecution for breach of 
privilege and, if he was found 


‘guilty, a jail sentence and fines. 


Barker agreed to withdraw the 
motion if Jeyaretnam agreed to 
apologise, which he did, but 
without any admission of guilt. 

— PATRICK SMITH 


Malaysian court stays 
execution orders 

The High Court of Kuala Lum- 
pur has agreed to stay the 
execution of four men sen- 
tenced to death under the In- 
ternal Security Act (ISA). The 
applicants, Lim Kwang Yeow 
and Heng Kin Chong, were to 
have been executed on the 
morning of July 28 and Tan 
Chay Wa and Chiow Thiam 
Guan the next day. 

All four applied for a stay 
pending finalisation of pro- 
ceedings of the civil suit to de- 
clare the mandatory death sen- 
tence for possession of firearms 
às outside the powers of the 
Constitution. The court order 
served on the superintendent 
of prisons on July 27 means 
that all other prisoners await- 
ing the death sentence under 
the ISA can also file a similar 
application. —K. DAS 


indo-Bhutanese relations 


Despite discreet silence on 
both sides, relations between 
India and Bhutan have been 
soured since Calcutta customs 
authorities seized 150 kgs of 
gold from a relative of the 
Bhutanese monarch, King 
Jigme Singye Wangchuk. The 
incident obviously embarrass- 
ed Thimpu but New Delhi 
managed to convey to Bhutan 
its knowledge that some 
Bhutanese diplomats assigned 
to India and some members of 
the Bhutanese royal family are 
involved in smuggling. 

Indian customs were acting 
on information that Dasho 
Toga Rimpochay, a relative of 
the Bhutanese king and a fre- 
quent visitor to Hongkong, has 
been acting as a courier for an 
international smuggling syndi- 
cate. When Rimpochay and his 
family arrived in Calcutta in 
early May from Hongkong, his 
bags were searched though he 
and his family were travelling 


, on diplomatic passports. 


— A CORRESPONDENT 
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Indonesia punishes 
tax offender 


The former accounting direc- 
tor of a Japanese-Indonesian 
joint venture, Tobu Indonesia 
Steel, was sentenced to two- 
and-a-half years’ imprison- 
ment for corporate tax evasion. 
He was also fined Rps 30 mil- 
lion (US$45,450). — or six 
months' jail in default — in the 
first tax case in which the At- 
torney-General's Office has 
been involved (REVIEW, Apr. 
30). The court said the com- 
pany had cheated the govern- 
ment of Rps 363 million in cor- 
porate tax during 1979 and 
1980 which had to be made 
good and that in addition, it 
had to pay Rps 1.89 million in 
sales tax and tax repayment (on 
behalf of third parties) which 
was still outstanding. It is be- 
lieved that the tough court de- 
cision reflects the govern- 
ment’s determination to im- 
prove tax collection. 

— SUSUMU AWANOHARA 


Taipower puts off 
nuclear plant project 


Taiwan Power Co. (Taipower) 
has postponed indefinitely con- 
struction of the island’s fourth 
nuclear power plant because of 
a drop in electricity consump- 
tion. Taipower will cancel a 
US$100 million agreement 
with NEI Parsons Ltd. of Bri- 
tain, under which the firm was 
to have supplied turbine 
generators for the plant. The 
state-run electrical power com- 
pany will also notify five firms 
from France, West Germany 
and the United States, which 
tendered bids to supply 
US$200 million in nuclear 
generating equipment, of the 
decision: The power plant was 
to have contained Taiwan's 
seventh „апа eighth nuclear 
power reactors. 

— ANDREW TANZER 
Japanese bid for 
American steelmaker 
Nippon Kokan, as leading 
member of a Japanese consor- 
tium, said the group intends to 
buy a controlling interest in 
Rouge Steel Co., a Detroit- 
based subsidiary of Ford Motor 
Co. If negotiations are con- 
cluded . successfully, Nippon 
Kokan, Japan's second-largest 
steelmaker, would become the 
first Japanese firm to produce 







steel in the American market. 
Rouge Steel is the eighth- 
largest American steelmaker. 
The consortium, which also in- 
cludes Mitsubishi Corp. and 
Marubeni Corp., two trading 
houses, eventually hopes to 
purchase 75% of Ford's equity 
in Rouge Steel. — MIKE THARP 


Taiwan to lift 
import ban 
Taiwan has agreed to lift 
gradually a ban on imports of 
more than 1,500 Japanese con- 
sumer goods. The announce- 
ment came after talks in Taipei 
between officials from govern- 
ment and industry and mem- 
bers of a Japanese trade dele- 
ation led by Masumi Esaki, a 
ormer minister of interna- 


tional trade and industry. 
— ANDREW TANZER 
tables 
P65 budget 
As ex , Philippine Prime 


Minister Cesar Virata on July 
27 presented a Р65 billion 
(US$7.74 billion) draft budget 
for 1983 to the Batasang Pam- 
bansa (national assembly) 
(REVIEW; July 16). Of the 
P61.8 billion in new appropria- 
tions required by the budget, 
Р 44.3 billion will. be financed 


Virata: lower spending. 





by cash revenues With the rest 
coming from overseas aid and 
borrowings. In real terms, the 
total budget is more than 1% 
below the 1982 level of P59.7 
billion and as a percentage of 
gross national product it will 
fall from 16.99?5^this year to 
15.9% in 1983. The largest al- 
locations are for defence (P8.8 
billion) and a priority support 
fund (P7.9 billion), which is set 
aside to finance key industrial 
and other projects. The largest 
sectoral allocation is for educa- 
tion, culture and sports (P5.4 
billion). ^ — GUY SACERDOTI 
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SUMMIT AT RISK 


Several countries have asked Iraq 
to postpone the non-aligned summit 
scheduled to be held in Baghdad in 
early September. At the non-aligned 
coordination bureau's meeting early 
in July in Nicosia, prus, Iraq 
turned down proposals to move the 
summit from its capital in view of the 
war between Iran and Iraq. 
However, if the summit goes ahead 
as planned, some leading lights of 
the movement like Indian Prime 
Minister Indira Gandhi and 
Indonesian President Suharto are 
thought unlikely to attend for 
security reasons. The Yugoslavs are 
also known to have asked Baghdad 
if it was safe for their president to 
visit the country. However, 
President Hosni Mubarak of Egypt, 
another influential non-aligned 
country, is likely to attend as a 
gesture of Arab solidarity. 


OPENING GAME 


The Indonesians are playing a clever 
diplomatic game by inviting a high- 
level parliamentary delegation from 
the Soviet Union. The delegation is 
scheduled to meet Indonesian 
parliamentarians and ministers and 
ay courtesy calls. on President 
uharto and Vice-President Adam 
Malik. In February, Jakarta arrested 
a Soviet diplomat and a local 
Aeroflot representative on charges 


BURMA , 

Vietnamese Foreign Minister Nguyen Co 
Thach arrived (July 21). Fifteen people were 
killed and 20 wounded when drug overlord 
Khun Sa and 500 troops of his Shan United 
Army seized the key base of a rival group. 
Thai border police said (July 27) 


CHINA 

Five youths who tried to hijack an aircraft 
on a flight from Xian to Shanghai were over- 
powered by crew members and passengers 
(July 25). Yang Yibang, vice-minister of the 
chemical industry, was removed from his 


party and government posts for corruption, 
the People's Daily said (July 27). 


JAPAN 

The government approved a multibillion- 
dollar plan:to buy modern arms, an official 
spokesman said (July 23). About 200 people 
died in floods in the south (July 25). 


HONGKONG 
Governor Sir Edward Youde began talks 
with British Government officials (July 27). 


INDIA 
Zail Singh was sworn in as the seventh pre- 
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of spying and later expelled them. 


Observers say the visit indicates 
that neither side wants the 
relationship to deteriorate further. 


LM 


Sa'sBanHinTaekHQ  ^*"" 


BARGAINING FOR A BASE 
Opium warlord Khun Sa, driven out 
of Thailand in January after a bloody 
clash with Thai Government forces, 
appears to have gone a long way 
towards re-establishing himself in 
the Burmese border enclave of Doi 
Laeng, about 25-30 miles southwest 
of his former Ban Hin Taek 
stronghold. In yet another twist to 
the tangled politics of Burma's 
rebellious northeast, he is believed 
to have formed an alliance of 
convenience with Lahu National 
Liberation Front leader, Ja-Eu. As 
recently as late last year, Khun Sa's 
Shan United Army (SUA) clashed 
with armed followers of Ja-Eu in 





sident of the country (July 25). 


INDONESIA 
A Soviet parliamentary delegation arrived 
on a goodwill visit (July 26). 


MALAYSIA 

Vietnamese Foreign Minister Nguyen Co 
Thach arrived (July 25). The government 
agreed to consider Vietnamese proposals for 
à solution to the Cambodian conflict but said 
that the talks with Thach had failed to resolve 
differences. Four men condemned to death 
under the Internal Security Act won a stay of 
execution from the High Court (July 27). 


NEPAL 
B. P. Koirala; leader of the outlawed Ne- 
pali Congress Party, died (July 21). 


NEW ZEALAND 

The government placed curbs on entry by 
Western Samoan citizens following a British 
Privy Council ruling that a Western Samoan 
be granted citizenship (July 22). 


PHILIPPINES 
Son Sann, the prime minister of the Coali- 
tion Government of Democratic Kampuchea, 


{ 


what was believed to be an attempt — 


by the SUA to expand its influence» » 
at Khun Sa. 


into Doi Laeng. 
failed to achieve on the battlefield >. 
then, he now seems to have | 
accomplished by striking a bargain. 


POLISHING THE OGRE 


Rumours abound in Seoul about a 
ssible North Korean invasion 

ater this year, while South Korean 
press reports claim the North has 
upgraded its sabotage apparatus 
against the South to engineer 
upheavals. However, some analysts 
in Tokyo suggest the reports are 
mainly designed to bolster popular 
and military support for President 
Chun Doo Hwan's government 
before the president's trip to five 
African nations in August. 


THE DIET CHANNEL 
Ruling Liberal Democratic Party 
members of Japan's Diet who 
recently visited South Korea are said 
to have reopened their channel of 
political communications with the 
overnment of President Chun Doo 
wan. Headed by Ken Yasui, the 
Japanese group met Chun and other 
South Korean officials in an effort 
to break the year-long impasse over 
economic cooperation between 
Tokyo and Seoul. Until their recent 
meeting, politicians had played 
little active role in the aid talks. 





arrived to follow up on pleas for aid (July 21). 
Minister of State for Foreign Affairs Em- 
manuel Pelaez was wounded and his driver 
was killed when gunmen shot at the minister's 
car, police said (July 22). The ruling Kilusang 
Bagong Lipunan (New Society Movement) 
called for the inclusion of Imelda Marcos in an 
executive body that would succeed the presi- 
dent if he were to die (July 26). 


SINGAPORE 

Police arrested 17 members of an Indian- 
based religious group, the Divine Light Mis- 
sion, for illegal activities, the New Nation said 
(July 21). Parliament dropped all action 
against lone opposition MP J. B. Jeyaretnam, 
who was accused of breach of parliamentary 
privilege (July 27). 


SOUTH PACIFIC 

Rightwingers rioted in-New Caledonia's 
Legislative Assembly in protest against land 
reforms and other changes (July 22). 


THAILAND 

Diplomatic correspondent of the Asian 
Wall Street Journal Barry Wain was expelled 
because of an article he wrote on conditions in 
a Vietnamese refugee camp (July 22). 
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warily as Deng addresses the Hongkong problem 


er of confidence 


rek Davies С 


igkong: For several years, Hongkong 
сеп hoping that China would address 
o.the matter of its future and Peking 
been repeatedly adjured to produce 
cceptable formula which would re- 
€ the question-marks from Hong- 
ng's horizons. Now that Hongkong has 
its. way, it is wondering whether it 
ould not have been better to have let 
ng dogs lié — prodding the issue 
ake could spell trouble. 
The issue is now coming to a head with 
e belief that the time for hard-nosed 
king has arrived. China isopenly speak- 
it — albeit elliptically. And there is 
expectation that: British Prime 
ister Margaret Thatcher will address 
ubject directly when she visits Peking 
eptember, She. will arrive still fresh 
from Britain's.victory in the Falklands, 
hich. itself lias. raised questions about 
ritain's role in the world, and about prin- 
ples. of sovereignty and self-determina- 
eanwhile,-recession-battered in- 
in Hongkong have talked them- 
es into believing that some definitive 
ord about the future is necessary soon. 
Statements and hints emanating from 
ng and the local pro-communist es- 
blishment have caused worried specula- 
Peng Zhen, China's chief spokesman 
pal and constitutional affairs, has 
lied for a debate on the matter within 
N he present Constitution 
„explicitly bracketing Hongkong 
gether with Macau and Taiwan as ter- 
ories which will eventually be de- 
signated as "special administrative zones" 
thin the People's Republic. 
Some senior Chinese residents of Hong- 
kong have expressed fears that such a de- 
bate could escalate out of the control of 
ice-Chairman Deng Xiaoping, that he 
clumsily blundered iri opening it up 
d that. the Hongkong issue could be- 
ie à weapon to be used against him by 
litical enemies at home. Such views 
uld be supported by the statements 
ade by Macau compatriot Ho Yin to the 
EVIEW (page 12) which could be seen as 
oring- guidance from Peking that the 
debate should Бе. de-escalated, since it 
reatens to disturb Hongkong's most pre- 
ious. but invisible commodity, confi- 
dence. 
,Deng's views are. comparatively clear: 
n addition to his past assurances that the 
hearts of investors in Hongkong should be 
ease, he recently esders and j ofleading 
























































leftist association leaders an journalists : 


embracing Hongkon; 


: ministrative zo е, 








Island, Kowloon and the New "Téiritoriüs, 
would be that the harbour remain a free 
port. 

Other senior Hongkong Chinese close 
to Peking consider that Deng is playing 
this issue as cleverly as he manoeuvred in 
the past to outfox: political enemies: Не 
had two major difficulties: first the draft- 
ing of a position paper on Hongkong's fu- 
ture which would at once satisfy China's 
proper regard for its territorial integrity 
and protect its interests, particularly. its 
economic interests and, second, the “sell- 


ing" of this solution to the Chinese people | 


— ог, more accurately, to the Chinese 
party and administrative hierarchies. 


ccording to this interpretation, by insti- 
tuting the debate, he is achieving both 
ends: his political enemies will not be able 
to dissociate themselves from the agreed 
policy, and the debate is accustoming 
China to the idea of a special status for 
Hongkong. It may be, however, according 
to Hongkong sources, that the end result 
will take less account of pragmatic 
economic considerations and more of the 
emotional issue of sovereignty than Deng 
would have wished. 
The Chinese debate is being carefully 
monitored in London by those officials 
who, like their Peking counterparts, are 


producing a position paper for Thatcher's. 
September visit. Hongkong Governor Sit 


Edward Youde — recently British ambas- 
sador to Peking — has flown to London to 
brief Thatcher on the situation. His advice 
is thought likely to dovetail closely with 
the views of Ambassador to Peking Sir 
Percy Cradock, and of the former.Hong- 
kong governor, Lord MacLehose. 

Both are reported by sources close to 
the British Foreign and Commonwealth 
Office to have stressed that London 
should realise the strength of its bargain- 
ing position: that Peking wishes to go on 
reaping the economic benefits of Hong- 
kong; that Hongkong buys about a quar- 
ter of China's exports and that invisible 
earnings probably boost China's net bene- 
fit to about 40% of its total foreign-ex- 
change earnings, to say nothing of Hong: 
kong's increasing investments in China, 
and China's other economic off-take in 


pertise. However, they also.stress that 
Britain's position must take due regard of 
Peking’s amour-propre and the ѕеп- 
sitivities inherited from past experience of 


»riously believes tha 
ongkong as. anothi 









the form of technical and management ex- - 
















‚ Even diehard иреш admit that in all 


but a technical sense Hongkong is Chinese 
territory and is ‘inhabited by Chinese (as 
against the Falklands. whose inhabitants 
are British in an ethnic as well as juridical 
sense). But the Falklands will have influ- 
enced Thatcher's determination that Bri- 
tain should get what it wants from a new 
deal with China over Hongkong. The 
question is: What does Britain want? No 
ready answer is available. Thatcher stress- 
ed self-determination over the Falklands, 
but can hardly be “unaware that is 
anathema to China in the Hongkong con- 
text. ү 
Ironically, Britain sent its task force to ^ 
the South Atlantic to re-assert the Falk- 
land Islanders' right to refuse a solution. 
which would be the most welcome tothe 
majority of the people of Hongkong — the 
ceding of sovereignty to the continental 
power and a “lease-back” arrangement al- 
lowing for continued British administra- 
tion. There is a strain of thinking. within 
the Thatcher admi stration which says 
that unl ess Britai o be able to run 
С its own principles 
"térms Of rule rather 
the land — then it 
to withdraw. UE. QE 













should be prepa 





| Ts. sovereigrity issue itself is not really 


the core of the problem. If it was just 
Id probably come up 
with a Macau typé formula. Britain has 
never challenged "Chinese statements that 
Hongkong is Chinese territory under for- 
eign administratio 

The nub of the problem for the future is: 
what type of administration will there be? 
In practical terms there is a vast chasm 
it uo and the kind of 
super Special Economic Zonë (SEZ) con- 
cept which China appears to favour. In- 
cluded ‘among the' issues are those of 
money, language, passports, and the legal 
system. It is a question of how much direct 










formal presence — in the form of a com- 


missioner or similar formal representative 

— China will insist Оп, And how much the 
British are prepared to accept. 

Thatcher's advise re still trying ‘to 

offer to hand 

пу longkong to China 

would be EM since Deng would in- 

evitably have to reply that, as China does 

not recognise the various unequal treaties 

which ceded. Hongkong Island and Kow- 












` loon to Britain in perpetuity and leased. 
extra- territorial arrangements an foreign | UNG! : 





‘Territories for the 99 





ing, must be dealt with more delicately: 
Thatcher should venture that Britain and 
China share a problem: of assuring the 
continued prosperity of Hongkong and 
the welfare of its people. On that basis, 
their argument goes, a Deng-like prag- 
matic solution is possible. 

And, Hongkong sources add, it may be 
that Deng is not only outmanoeuvring his 
political enemies in China: by launching 
the debate and causing statements of 
China’s somewhat extreme initial bargain- 
ing position to be aired, he has at once re- 
sponded to the agitation to formulate a 
policy on Hongkong’s future and put the 
ball back squarely into Britain’s court. 

MacLehose has responded already to 
the preponderance of pro-communist 
voices heard so far in the debate. In Lon- 
don last week he urged the people of 
Hongkong to make their views known. “If 
anyone has anything to say,” he said dur- 
ing a briefing for the Hongkong press, “it 
is their right to do so. They should speak 
out.” Perhaps he reflected the uncertainty 
which still clouds London’s policy (and 
Deng’s success in passing the buck), when 
he turned to Hongkong's London Com- 
missioner Sir Jack Cater and remarked: “I 
hope I haven't said anything that goes 
against the party line." 


ne informed, Chinese mercantile 

source added that he fears that neither 
Hongkong nor London appreciate the sig- 
nificance of the debate which has been un- 
leashed about the. community's future. 
"Peng Zhen deliberately, grouped Hong- 
kong, Macau and Taiwan within the for- 
mula of special administrative zones 
within China. In other words, it may be 
Hongkong's destiny to demonstrate that 
capitalism can work alongside a socialist 
system. It may be that Hongkong will be 
required to show that, even with the red 
flag flying above it, it can retain the vital 
internal and international confidence in its 
future. After all, the trade commissioners 
will stay; so will the-banks; I will stay. The 
people will have to stay. Hongkong will be 
the most prosperous and modern part of 
China. In time, it will show the people of 
Taiwan that co-existence of the two differ- 
ent systems can work. I believe that is 
what the Peking leaders really mean when 
they said that Hongkong can in time con- 
struct a bridge between China and 
Taiwan.” 

It is plain at least that, in Peking’s view, 
the issue is no longer a matter of settling 
the fate of a tiny enclave: the future of 
Hongkong. does have greater conse- 
quences even than the issues of de- 
colonialisation and self-determination. 
Hongkong could go on being a laboratory 
— not, as in the past two decades, to dem- 
onstrate the efficacy of free market 
forces, but to show that, as is happening 
elsewhere in Asia, the two opposing 
ideologies can coalesce into a relatively ef- 
ficient form of "state capitalism" — and 
that such a formula could pave the way to 
+ FAR EASTERN ECONOMIC REVIEW e JULY 30, 1982 
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an eventual fusion of China with Taiwan. 
And, if this. is the case, China simply can- 
not afford to let the experiment fail. 


» David Bonavia writes: There are 
three basic schools of thought about the 
future of Hongkong: 

» China will in 1997 resume control not 
only of the New Territories but of the 
Kowloon peninsula and Hongkong Is- 
land, as well as all the outlying islands. 
Chinese patriotism, this argument runs, 
will not brook colonies on the country's 
doorstep after the expiry of the lease, 
especially since by then China should be 
stronger, more prosperous and more able 
to do without Hongkong. The majority of 
Hongkong people, who will be unable to 
settle somewhere else, will just have to re- 
concile themselves to life under socialism. 

» Peking does not want to take Hong- 
kong back, but gradual or sudden loss of 
investor confidence will result in a massive 





outflow of capital, the collapse of the 
economy, breakdown of law and order 
and intervention by the Chinese People's 
Liberation Army. To this school, nothing 
but the status quo is capable of maintain- 
ing Hongkong's prosperity, and any at- 
tempt by China to interfere in the running 
of the government and commercial system 
will inevitably lead to flight of capital. (It 
is fairly widely accepted that Hongkong 
could not exist with severe restraints on 
capital movements, and that any attempt 
to impose them would lead to the collapse 
of the Hongkong dollar.) 

» China will gradually increase its offi- 
cial presence in Hongkong to handle inter- 
governmental relations, rather than rely- 
ing, as both places do now, on the inter- 
mediary of a Foreign Office adviser, a visa 
Office, a newsagency, a travel service, 
mainland-related banks, department 
stores and other forms of indirect contact. 
Although the Hongkong Government has 
long resisted the idea of a consular com- 
missioner of the People’s Republic, or 
some such office-holder, it may become 
necessary. 


There are certainly grounds for misgiv- 
ings that а Chinese commissioner in 
Hongkong might be tempted to interfere 
with matters. at present handled B the 
IBritish, and influence such sectors.asedu- 
cation or trade unions. But Peking has.in 
the past shownitself well aware ofthe sen- 
sitivity of Hongkong's system of govern- 
ment and commerce and the complexity of 
its British-based legal system, and ap- 
preciates that to attack them could be 
fatal. 


Chinese commissioner could be main- 

ly symbolic — interfering not at all 
with the day-to-day running of the place, 
but keeping up a presence, attending so- 
cial functions and national days, It would 
make good sense for China to staff his of- 
fice with intelligent cadres who would in- 
terest themselves in the workings of the 
territory, study Hongkong law, and pre- 
pare to train other administrators for the 
date of reversion of sovereignty. when- 
ever that will be. 

Europeans and particuarly American 
businessmen (and their corporate law- 
yers) tend to worry about the legal issue of 
the New Territories lease, its constraints 
on investment and land title. China how- 
ever, has never recognised the validity of 
the lease, which was the product of an 
unequal treaty. It makes no legal differ- 
ence to China whether it absorbs Hong- 
kong tomorrow or some time in the mid- 


dle of the 21st century. This gives a certain _ 
amount of flexibility to the arrangements | 
which will be explored with increasing at- _ 


tention from now on. 
It is reported that Peking is interested in 
the idea of absorbing Hongkong into the 


Shenzhen SEZ when the time is ripe. Al- _ 


though this would be something like a 
mouse: swallowing an elephant, it would 
help solve the problem of isolating China 


from what Peking sees as the decadent cul- _ 
ture and social mores of Hongkong. - 
Clearly immigration would have to be _ 


strictly controlled — perhaps even more 
strictly that it is now — to prevent Chinese 
youth from being corrupted. 


As Deng has often said, the real pro- _ 


blem of re-absorption is the massive dif- 
ference in living standards between China 
and Hongkong, which — contrary to the 


hopes of the early post-Mao period — will - 3 


obviously not be significantly altered 

the end of the century, unless Hongkongis 
bankrupted by a crisis of confidence. The 
growing-together process which is of great 
importance for a smooth transfer of 
Sovereignty will take place more in China 
than in Hongkong, and more rapidly in 
Shenzhen and other economic zones than 
in the hinterland. The reconciliation of 
Hongkong — the rich and brilliant, fun- 
loving and unruly child — with its im- 
poverished, overworked, joyless mother, 
China, isa massive task, unique in history. 
One way or another, it will come about, 
and 15 years is not so long a time to dis- 
cover how. a 
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iu: Very much the junior of the two 
ean-administered enclaves on the 
oast, Macau is often viewed as an 
nomic dependency of Hongkong; its 
ation is less than a tenth, and its 
my is roughly a twentieth that of 
ng. But Macau's political signifi- 
rather greater than it might seem. 
cau goes Hongkong may fol- 







ге than Hongkong, the story of 
sthe story of pragmatism and op- 
., Unlike Hongkong, acquired 
in under an “unequal treaty” im- 
d by imperial might, the Portuguese 
Macau i in 1557 at the: invitation of 


which they paid rent, tt was not until 
years later that Portugal unilaterally 


n just as unilaterally, it dropped 


“over into-Macau, causing riots 
forced the Portuguese into 
iliating concessions. 

In 1972, China refused to discuss the 
onisation of Hongkong and Macau 
e United.Nations Committee on De- 
sation, declaring that both were 
nese territories under foreign adminis- 
ons.. 
» In 1974, Portugal, shortly after the 
volution which reintroduced democratic 
government, suggested the return of 
u to China — a proposal which was 
nored by China. 
In 1976, the new Portugnese Con- 
tution no longer described Macau as a 
"'ortuguese overseas territory" but sim- 
y as "a territory under Portuguese ad- 
inistration." 
» In 1980, à local revision of Macau's 
rganic Law (its Constitution) proposed a 
ificant transfer of power to the partly 
ected Legislative Assembly, leading the 
ernor of Guangdong publicly to sup- 
the Portuguese president's and. gov- 
's disapproval of this dangerously 
mocratic proposal. 
Although there are no apparent extant 
nstitutional issues bétween China and 
au,. reports of Chinese. statements 
about Hongkong's future suggest possible 
change in Macau's status as well. Where 
there was previously nothing. to be discuss- 
ed, Macau is.now mentioned in the same 
terms as Hongkong. Chinese Foreign 
Minister Huang Hua told journalists in 
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rtuguese-run territory’ s governor speaks about its 
dps ch may help to solve Hongkong's 1997 problem 


d sovereignty over Macau, Sub- 








Peng Zhen, vice-chairman of the stand- 
ing committee of the National People's 
Congress said recently that compatriots in 
Macau as well as Hongkong and Taiwan 
should discuss Article 30 of the draft Con- 
stitution, which allows:special administra- 
tive zones to be established. Is Macau’s 
unique status and administrative structure 
likely to change; along with that of Hong- 
kong? 

In this interview with the REVIEW's De- 
puty Editor Philip. Bowring and Hong- 
kong correspondent.Mary Lee, Governor 
Vasco de Almeida e Costa emphasised 
that he saw no sign that China wanted a 


Compatriots | 
speak out 


Two leading Macau figures 
repeat that investors — . 
can put their hearts at ease 










“stressed that investors Had nothing to 
“worry about because China had con- 
- sistently regarded Hongkong as part 
“of its territory. 
Ma said: “When [British Prime 
Minister] Mrs Thatcher visits Peking 
in September, she will have a lot of 
issues to discuss with Chinese leaders, 
including the excellent state of Sino- 
British relations and the Hongkong 
issue. After their meeting, both sides 
should announce that Hongkong is 
Chinese territory under British ad- 
. ministration whose status is the result 
of history and сап «be resolved 
through negotiations at a suitable: 
time for the best interests of Нопр- 
kong, Britain and China.” 
Ho commented: “The People’s Re- 
public's. position on Hongkong has 
been. consistent ‘throughout, even 
during the time of chairman Mao : 
Zedong and premier Zhou Enlai. 
» Chinese leaders have always said they 
. have the interests of Hongkong at 

















kong. I have great confidence in the 
future of Hongkong. When you paint 


testines as well, do your 


gene for | 


‘on Macau's status. Fi 


| Wasn't t Portugal's 





| said at the United Na 
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heart. I have lots of business in Hong- | 






a man’s figure, you don't draw his ins 


Бу Chinese officials - 
Hongkong have any 


I don't see any reason why a discussion 
about Hongkong must force a discussion 
acau, what is im- 
portant is what happens in Hongkong. We 
depend so much on Hongkong. It. would 
be bad for Hongkong if there was a change 
in Macau's status, or worse, if there was a . 
change in Hongkong’ stat : 














































Do you not think that Huang’ s Statement 
in June that Macau's status, like that of 
Hongkong, “will continue for the mo- 
ment" indicates a difference. in attitude 
from the past? 

That's: speculation. What Huang said 
was that Macau's status can. be improved... 
upon in future; That doesn't mean the 
Chinese are thinking of changing it now. 
Likeus;the Chinese see Macau as the fruit 
of . agreement . between „Portugal: and. 
China. 


What sort of рена. 

А tacit agreement. The opening of dip- 
lomatic relations between. Lisbon and 
Peking [in 1979] is a:clear understanding 
between both countries about Macau. My 
instructions come from. the Portuguese 
president, I'm not concerned about any 
treaties. 3 











dec ration not Macau as 


and not the result. : 
| China? : у 
me contact between | 
972. the Chinese 
ónsthat Macau was 
Chinese territory under Portuguese ad- 
ministration. So, from the. Chinese point 
of view, nothing KEAS in LA We 
changed. ers 


of any agreement wi 
I guess there wa 
the two countries: 





But. until mon Macaw’ 's position was | 
seen as different from Hongkong's. Now, 
Macau is mentioned [by the Chinese] in 
the same context longkong, it seems ` 
there is something discuss. 

1 don’t think so, 
Hongkong is a colony, je 
blem, even if it's only froi 
side... It is difficult to know what | 
nese аге thinking about Ше future of Hong- 
kong. There is no indication that they 
want this [Portuguese administration] to 
end. Hongkong is 100 times: more impor- 
tant than Macau, but Macau's. status is 
good for both Portugal and China: 












facau is: not a colony. 











if there i is any problem for the British to 
continue to administer Hongkong, that 

must affe | 
It depends. whether the: problem is 
British. or. C e, China: sees both. ter- 
but that does 
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progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
; Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international SR 
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Strong tractor 


“iat — one of the world's leading in- 
justrial firms. 

=ounded in Italy in 1899, its products 
зге the fruit of research and practical 
»xperience, and are now marketed in 
nore than 150 countries. 

The Fiat Group is divided into 10 oper- 
ating sectors. 
One of which 
comprises Fiat 
Trattori. 

Fiat Trattori – 
at the service 
of agriculture. 
The company 
comprising: 
Fiat Trattori. 
One of the world's leading manufac- 
turers of agricultural tractors. About 
10% of all tractors constructed in the 
Western world are made by Fiat. 

Fiat Trattori leads the world in the 
manufacture of four-wheel drive 
tractors and of agricultural crawlers. 
Its range consists of over 60 models 
from 30 up to 350 HP. 

Over 70% of its output is exported to 
more than 90 countries. 

The company is top of the European 
sales league. 

The reliability of Fiat's tractors is de- 
monstrated by z 


their presence on ; 
every continent. p 








strong 





farmer 


Laverda. One of Europe's biggest 
makers of harvesters. The leading. 
manufacturer of rice harvesters. 
Present in over 40 countries. 

Its harvest- 
er range 
extends ты» 
from 70 up 

to 240 HP. 
These ma- 
chines can 
be suitably 
converted 
for the " 
harvesting ; 

of wheat, or maize, rice, minor сег- 
eals, legumes. 

The range also in- 
cludes self-levelling 
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harvesters for use in hilly country. 
Hesston. A pacesetting company in 
the field of fodder harvesters. It is 
mainly engaged in the design and 
manufacture of agricultural imple- 
ments, such as mower-conditioners, 
haymakers, fodder harvesters, win- 
drowers, ro- 
tary 
mowers, 
balers, beet ш 
harvesters, ! 
cotton 
harvesters, 
liquid man- 
ure spread- 
ers, cultiva- 
tors, back- i > 
hoes, tillers, and snow-plowers. 


Fiat Trattori is also engaged in the 
preparation and implementation of 
agricultural development schemes 
with various government offices in 
different countries. 


FiatTrattori 
F/1/A/T 


Farm Equipment for the world 


Tractors, Combines, 
Harvesting equipment. 





For further information contact your local 
Fiat Trattori dealer, or write to: 

Fiat Trattori S.p.A. Direzione Commerciale, 
Corso Marconi 20, 10125 Torino, Italy. 
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I suppose, yes. I don't see any reason 
why it should not continue. There is no 
problem. There has never been any limita- 
tion placed on me by the Chinese au- 
thorities or Macau’s Chinese community 
leaders. 


How frequently do you consult local 
Chinese leaders — Peking’s representa- 
tives in Macau? 

As frequently as I need to. There is easy 
access both ways. I am trying to do my job 
in the best interest of the Chinese commu- 
nity. 


Is there not a possibility that some politi- 
cal groups in Lisbon will bring pressure to 
bear to abandon Macau? 

Not now. The prestige of the adminis- 
tration is increasing. Macau doesn't cost 
Portugal any money. It is also a foothold 
for Portugal in the Far East . . . We are 
only administering the place. If either 
China or Portugal . . . wishes to end this 
status, it can. China had more reasons to 
do so before 1974. 


What happens if there is pressure in Por- 
tugal to change the administrative struc- 
ture in Macau, to make it more democra- 
tic? 


There is less pressure than before . . . If 
there were to be an elected government 
here, China would object because this can 
be used to autonomise a territory. 


If Macau continues to develop, there will 
surely emerge a middle class who will want 
a bigger say in the administration, just as it 
is happening in Hongkong. 

Macau is much smaller, poorer than 
Hongkong. The main concern is with sta- 
bility and security. 


Do you see the day when the administra- 
tion's orientation will be more towards 
Peking than Lisbon? 

While I cannot ignore the fact that 
Macau is in China, I have never received 
any instruction from Peking. Also, there 
are no contacts, between Macau and Pe- 
king. Macau has regional contacts with 
Guangdong province. There is no triangu- 
lar relationship. If Peking has anything to 
say it must deal with Lisbon. 


Has there been any contact between Pe- 
king and Lisbon about Macau? 
There is no need. 


Has there been any suggestion of Chinese 
ntation in administration? 
Believe me, this has never been raised. 


But if China changes the status of Hong- 
kong, there is no reason really to keep 
Macau as it is. 

Why not? It is not a matter of dignity of 
the flag. We are only an administration. If 
the Chinese say they want to put a deputy 
governor here, we say yes or no. It is a 
matter for discussion. If they want to im- 
prove the status, we can discuss it. Or we 
can leave. For the British, the scale is dif- 
ferent and the problem more complex. д 
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Shots in the dark 


There are more questions than answers after an abortive 
assassination attempt on a top politician 


By Guy Sacerdoti 
Manila: Investigations into the July 22 
shooting of respected Filipino politician 
Emmanuel Pelaez have so far yielded a 
plethora of speculation but few facts. The 
only explanation advanced publicly since 
the former vice-president was wounded 
came from President Ferdinand Marcos, 
who claimed that the main suspects were 
publicity-seeking Muslim rebels of the 
Moro National Liberation Front 
(MNLF). But this appears to most obser- 
vers to be rather off the mark. Pelaez him- 
self put it succinctly when he told a police 
general: "What is happening to our coun- 
try, general? I have no known enemies." 
The ambush occured shortly before 11 


Pelaez: out of danger. 


p.m. close to Pelaez' Quezon City home. 
He was returning from a reception given 
for Son Sann, prime minister of the re- 
cently established Coalition Government 
of Democratic Kampuchea. A car headed 
off Pelaez' vehicle and two men jumped 
out. At least one had a sub-machinegun. 
Pelaez' driver was shot at least 10 times in 
the head and chest and reportedly died in- 
stantly. 

Pelaez, who was in the back seat, 
ducked below the level of the windows. 
He was shot three times in the back and in 
his left elbow before the gunmen escaped 
in a second car. The politician got out of 
the car and attracted the attention of a 
neighbour, who rushed him to hospital. 
Pelaez — who underwent heart-bypass 
surgery early in 1981 — is now reported to 
be out of danger. 

The immediate question was, why 
Pelaez? Although a prominent politician, 
he has always compromised and stuck 


close to the middle of the road. Vice-presi- 
dent in 1962-65 under the administration 
of former president Diosdado Macapagal, 
Pelaez was considered a front-runner for 
the Nacionalista Party nomination in 1965 
when Marcos abandoned the Liberal 
Party, joined the Nacionalistas and be- - 
came their successful candidate. 

A Marcos supporter throughout more 
than seven years of martial law — which 
was lifted in January 1981 — Pelaez joined 
Marcos' Kilusang Bagong Lipunan (New 
Society Movement) party and won his Na- 
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tional Assembly seat in the 1978 election. — { 


He is a minister of state for foreign affairs 

and, in 1981, when Marcos created an exe- 
cutive committee which would 
take over presidential powers if 
he died or became incapacitated, 
he named Pelaez as one of its ini- 
tial members. 

But Pelaez has become a con- 
troversial figure as the most 
vehement critic in the govern- 
ment of a levy on coconut farm- 
ers’ production (REVIEW, Jan. 
8). More than US$1 billion has 
been collected through the nine- 
year-old levy, which has been 
used to set up a monolithic cor- 
porate empire concentrated in 
the hands of a few government 
officials and private indivi- 
duals. 

Pelaez led the widespread 
criticism in late 1981 that the 
corporate empire built with levy 
funds failed to benefit the major- 
ity of coconut smallholders. But 
while the levy has been reduced 
in value as a result, it nonethe- 
less remains. Pelaez appears to 
have been the loser and thus a 

link between the shooting and the levy 
issue would make little sense. 

Neither would the suggestion that the — 
MNLF was linked with the ambush. А — 
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though Pelaez is a Christian and his consti- - ! 


tuency in Mindanao is primarily non-Mus- ~ 


lim, his relations with Muslim Filipinos 
have been smooth. Also, the attack came 
on the evening of Hari Raya Idul Fitri, the 
important Muslim holiday ending the fast- 
ing month of Ramadan. Violence is 
anathema to the celebration. 

For the moment, investigations are con- 
tinuing and last week two suspects were 
reportedly apprehended by military au- 
thorities with further arrests expected. 
One top-ranking general explained to 
Pelaez' close associates that the ambush 
showed that martial law should be 
reinstated to control the deteriorating 
law-and-order situation. As a reason 
the shooting, that speculation is about as 
valuable as the others. 
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ы "Kathmandu: The death of 
former Nepalese prime minis- 
ter B. P. Koirala on July 21 is a 
- setback to the fledgling demo- 
cratic traditions of. this im- 
| poverished country. A patriot 
— — and latterly a major opposition 
` force in Nepal, Koirala, who 
- had been suffering from lung 
E — cancer for nearly two decades 
— and had been taken to 
— Bangkok in early July for treat- 
"ment, was rushed back to 
Kathmandu to die. 

Born on September 8, 1914, 
"Varanasi, India, Koirala had 
^, his early lessons in the politics 
— of rebellion from his father, a 
- Nepalese government official 
К had himself rebelled 
gainst the autocratic rule of 
e Rana clan of hereditary 
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` INDOCHINA 


d By K. Das 
Kuala Lumpur: Vietnamese Foreign 
Minister Nguyen Co Thach is having little 
success in his current. bid to show Asean 
_ the sunny side of Hanoi diplomacy, which 
` includes a claim that some Vietnamese 
at troops are now withdrawing from Cam- 
po. After his frosty reception in Singa- 

re (REVIEW, July 23) he travelled on to 

uala Lumpur (after a brief, inconse- 
quential respite in Burma), but his profes- 
sions of goodwill initiatives apparently fell 
- again on stony ground. 
In what amounted to a finger-wagging 
session, Prime Minister Datuk Seri 
Mahathir Mohamad told the visitor that 
Vietnam's invasion of Cambodia had set a 
dangerous: precedent for powerful na- 
| tions who invaded weaker neighbours on 
- the grounds of perceived threats from 
- elsewhere. Mahathir dismissed claims that 
the rationale for Hanoi’s action was the 
` so-called Chinese threat. 
2 Thach arrived via Burma after his two- 
— day visit to Singapore where héreportedly 
hinted that Vietnam would not take 
| _ Asean provocation over Indochina lying 
= down. He was referring to Asean backing 
_ for the formation of a Cambodian resis- 

tance coalition government comprising 
_ the Khmer Rouge, Son Sann and Prince 
— Norodom Sihanouk. This, he said, consti- 
- .. tuted interference in Cambodia's internal 
- affairs. 

When Thach arrived in Kuala Lumpur 

.. reporters at the airport were given printed 
р statements declaring that his message to 
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prime ministers. Educated in 
Varanasi 
practised law for a while in 
India, but could not keep away 
from politics. While still a stu- 
dent he joined the Indian na- 
tional movement. against the 
British Raj and was jailed for 
taking part in the Quit India 
campaign in the early 1940s. 
After a fleeting association 
with the Indian communists in 
the early 1930s, he joined the 
socialist wing of the Indian Na- 
Congress and: 
sequently formed the Nepali 
National Congress Party with a 
dual objective: to drive out the 
British from India and to estab- 
lish a democratic system in 


It was the armed insurrec- 
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and Calcutta, he 


sub- 
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e'll let you know 


M Thach continues his goodwill tour of Asean, but finds it 
| just as difficult to win friends in Malaysia as in Singapore 


Singapore, which Singaporean Foreign 
Minister S. Dhanabalan claimed included 
a “veiled threat," had been distorted, 
Long memories in Kuala Lumpur, how- 
ever, prompted cynicism because Hanoi 
trained guerillas for the Communist Party 
of Malaya (CPM) in the 1950s and early 
1960s. 


hach's position at Kuala Lumpur air- 

port — that Vietnam has “the right to 
defend itself" — set the tone for his sub- 
sequent meetings with Malaysian Foreign 
Minister Tan Sri Ghazali Shafie and 
Mahathir. The meeting with Ghazali was 
preparatory and no new ground was 
explored, but the visitor was asked to ex- 
plain his alleged veiled threat in. Singa- 
pore. The Foreign Ministry's secretary- 
general, Tan Sri Zakaria Ali, told the 
press: "Mr Thach said he did not talk of 
subversion. He was stating the Vietnam- 
ese position that if the Asean countries 
continue to carry out. hostile activities 
against the Indochinese states, then they 
reserve the right to self-defence." 

Zakaria also said that Thach expressed 
the hope that Hanoi would not have to re- 
sort to such a right. The Vietnamese 
foreign minister also stressed that “it was 
not subversion" that his country would re- 
sort to. Malaysia, in common with: its 
Asean partners Thailand and the Philip- 
pines, is still fighting communist insurgen- 
cies, but these are basically Peking- 


oriented. 


Koirala: a major force. 


tion launched by the newly 
reorganised Nepali Congress in 
November 1950 which brought 
ruling Ranas 
negotiating table with Koirala 
and the late King Tribhuvan in 
exile in India. These talks even- 


t3] 
d the rule of the 

At the general election 
in 1959 the Nepali Congress > 
swept into) power with a two- 
thirds majority and Koirala be- 
came prime minister. But the 
late King Mahendra jailed his 
prime minister in December 
1960. 

Koirala went into exile in 
India after his release from 
prison in 1968 and continued 
agitating from there against the 
'| partyless political system of 
Nepal. However, when he re- 
turned to, Kathmandu in late 
1976 under a spirit of national 
reconciliation he was promptly 
arrested and a long court case 
for sedition began against him. 
But he was allowed to travel 
abroad for medical treatment. 
Despite his differences with the 
monarchy, royalists, including 
King Birendra himself joined 
in mourning the rebel patriot. 
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to the 


Thach’s meeting with Mahathir was re- 
portedly more substantial though details 
about any questions of Vietnam's pur- 
ported threat were not immediately 
known. However, it was learned that 
Mahathir rejected the. Vietnamese posi- 
tion as setting a dangerous precedent. In 
his 45-minute talk, Mahathir rejected the 
argument that the Vietnamese had in- 
vaded Cambodia because Vietnam's sec- 
urity was threatened. “You don't go into a 
neighbouring territory just as you don't 
want others to go into your territory," he 
reportedly told Thach. According to 
sources, Mahathir also told his visitor 
bluntly, that the Heng Samrin regime 
set upin Phnom Penh by Hanoi could not 
have the legitimacy of a government of the 
people's choice. 

The short meeting was described by 
Zakaria as "friendly and serious," but the 
only friendly outcome appears to have 
been an invitation to Mahathir to visit 
Hanoi, which the prime mininster ac- 
cepted. But perhaps more important was 
the decision by Thach to extend his stay 
here by one day. 

If Vietnam, in any threat it was making, 
was referring to support for the com- 
munist insurgencies in Asean, this would 
be difficult as far as Malaysia is concerned. 
The nature of the CPM's activities in 
Malaysia makes the idea of Vietnamese 
involvement patently unrealistic. Apart 
from the fact that the party is pro-Peking, 
no CPM faction, and there are three of 
them, has forged links with Hanoi. On the 
contrary, with the Sino-Vietnamese hos- 
tilities in 1979, the break from the coope- 
ration of the 1960s disappeared al- 
together. The largely ethnic-Chinese 
CPM has also recognised its error in not 
making its structure more Malay-based. 
Any Vietnamese interference now would 
only make the CPM look even more 
foreign than it is portrayed by the govern- 
ment to be. oa 
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` By Michael Richardson 

: Singapore: A diplomatic tussle between 
France and Singapore has underscored 
“sharply differing views among govern- 
mehts concerned with the Indochinese re- 
fugee problem ovef whether ‘patrols 
эша be organised to rescue Vietnamese 
t people in distress on the high seas. 

sue сате to a head this month when 
hch warship brought to Singapore a 
up of 150 refugees it picked up in inter- 
< national waters off the coast of southern 
Vietnam. The government here at first re- 
 füsed'to Tet them land and enter a nearby 
camp supervised by the office of the Unit- 
ed Nations High Commissioner for Re- 
fugeés (UNHCR). It then delayed disem- 
‘barkation until France. through its èm- 
"bassv in Singapore, agreed to fulfil stric- 

ter-than-normal conditions. 

The French navy frigate Balny had been 
sent to Southeast Asian waters by Paris to: 
pick up beat people in trouble and try to 
deter attacks Бу pirates who have killed; 
гаред and robbed thousands of refugees 
over the past few years: > 

*Singapore's-reluctance to let the Viet- 

` mümese onthe Balny land reflected offi- 
cial disapproval here and in most other 
: fon-commrunist countries in Southeast 
„Asia of Organised attempts to rescue boat 
people а sea. Indonesia, Malaysia, Singa- 
роге and Thailand all refuse to accept re- 
fügees rescued Бу mercy ships, though 
they will allow temporary asylum to boat 
people who have been picked-up by pass- 
ing commercial or. naval vessels on routine 
voyages —- provided a foreign govern- 
ment, normally:that of the country where 
the ship is registered, is prepared to 
guarantee their resettlement. Only the 
Philippines will-accept Viétnamese boat 
people from mercy ships. 
s Singapore гапа like-minded govern- 
ae ments in the regiomargue that word about 
^ the activity of such ships quickly gets back 
“to Vietnam via Western radio broadcasts 
and letters from Vietnamese ‘refugees to 
ids and relatives at home. They main- 
s'dcts asa magnet in attracting 
d utflow of boat people, many 
eek. refuge i іп Asean countries. 
















































dier have been two privately chartered 
ships combing the region's waters on the 
ok:out “for refugees. One is a French 
` cargo ship; Ee Goel, run by a Paris-based 
group of doctors, and the second a West 
erman freighter, Cap Anamur: 
Rupert Neudeck, chairman of the com- 
mr 
nied claims by Southeast Asian govern- 
ments and some. West German officials 











ve theirhomes. Hetoldthe REVIEW: 

or several years before we or any other 

hip arrived on the scene. hundreds 
ds of ple we flecing Viet- 


E ing out ietnamese refugees 
гоп {ће high seas runs into stormy weather in Singapore 











yeeks, apart from the Вапу, 


tee that sponsors the Cap Anamur, de- 


cO t its presence encourages Vietnamese 








nam on small boats. So the argument that 


Cap Anamur acts as a magnet is ridicul- | 


ous. There аге some Vietnamese who 
have heard of a rescue ship before they es- 
cape. But they don't knów our position 
and they would leave eve if we weren't 
there." 
argument is *ashameful one, used by gov- 
ernments that want to get rid of the re- 


.fugee and piracy problems by pretending 


they don't exist.” 


he Balny's mission received very little 
international publicity. The frigate's 
commander, Capt: Jean-Marie Viriot, told 


the REVIEW he has made two patrols since 


May lasting 41 days off the coast of Viet- 
nam and rescued 398 people. 


ficult to say whether the presence of the 
warship was effective in this respect. 
Asked" whether he was able to identify 
any pirate vessels: he said: "We never wit- 
nessed атас of piracy oraggression. But I 
сап say that Гуе seen many fishing boats 
that were not fishing. 1t was obvious a 
large number of them were waiting for 
their prey to come.” Viriot said many of 





Neudeck charges that the magnet: 


| He con- 
firmed that one of the aims was to deter pi- 
rate attacks, but admitted it was very dif- 





second time on July 1. 





































in the South China Sea in 
they would be picked up by pa: 
This. was. confirmed: by- refuge 
viewed on the Balny. They also: 
they had never héard before leav 
the. frigate or any other mercy vessel 
in fhe area. 
Refugees from опе of the boats’ se 
they, were bypassed by three commerce 
ships before the Balny arrived: Ano 
said two ships refused to stop i 
Viriot said he and his men cx 
from the refugees of seven 
allegedly. ignored. distress 
Vietnamese boats which 
to the UNHCR. |. 
The Balny landed 181 
pore without any probl 
arrived at the end of its 
7. The Singapore authoritie 
settlement -guarantee fro 
Government and apparently 
frigate was опа routine voyagi 
found the Vietnamese. Had. 
continued to describe the oper 
frigate as routine patrol wor 
with Singapore would probably 
arisen when the vessel docked here fo 








But the second patrol of the Balny 
made with Le Goelo. About a fortr 
before the frigate was due to теги! 
gapore, the French Embassy approach 
the Foreign Ministry here advising t 





There has 
never been any- 
thing like Raffles 
City in this 
century. 

Two luxurious 
Westin Horels open in 
1986, along with the 
ultimate meeting space: 
two grand ballrooms and 


__ For your free copy of f ‘The 
‘Ultimate Meeting Space,” 


40 other meeting areas totalling #405, 1-10-1, Yuraku 
over 6,000 meters (65,000 sq. ft.) 


: WESTIN HOTELS - 


———— ——— —— ا تتت 0 



























7-8 Conduit 
St; London 
. . WIR9TG, 
United Kingdom; in 
Tokyo, Yurakucho Blaps 
о, 







C hiyoda-ku, Tokyo 100, or 
“London TELEX 22144; 
Tokyo TELEX e 507. 


FER 8258 






GC OE I--— — 
1 


> „җе سے‎ ad 
aed Lame ith ee 
Р! 


aE 
NT 


L 









E 


0 


ni 


LN 
3 
e 
Á à 
j 
n 


TE 


wr 





“Ta 
the Cap Anamur: a magnet? 


government that both ships were engaged 
on a humanitarian mission and asking per- 
mission for any refugees picked up to be 
disembarked in Singapore. France would 
guarantee resettlement of all those res- 


cued. In line with Singapore's policy, the 


political division in the Foreign Ministry 
rejected the request for the frigate as well 
as the freighter. It was at this point that the 
French mishandled the affair in a way 


_ which caused intense official irritation in 
^ Singapore. 


Whether deliberately or by oversight, a 
French Embassy representative went to 


` the protocol division of the Foreign Minis- 


try, which is the normal channel for ap- 
proving routine visits by foreign warships 
of friendly countries. He said the Balny 


| had found some refugees at sea, was due 


_ in Singapore and would like permission to 
land them. Without consulting the politi- 
cal division, protocol issued a standard 
clearance letter. The warship had rescued 
217 Vietnamese. But before reaching Sin- 
gapore, it transferred 67 of them to Le 


- Goelo which had collected 145 during its 


search. The freighter took its human cargo 
to the camp on Palawan island, in the 
Philippines, before heading back to sea. 
When the Balny arrived in Singapore 
with 150 Vietnamese aboard, the au- 
thorities at first refused permission for 
them to land. Then the conflicting re- 


. sponses from the Foreign Ministry were 


revealed, placing the Singapore Govern- 
ment in a position where it would be dif- 
ficult as well as embarrassing to deny the 
refugees entry. But to underline its disap- 
proval of the way France handled the mat- 
ter, the Ministry of Home Affairs delayed 
disembarkation and imposed. tougher- 
than-usual conditions for letting the boat 
people into the UNHCR-supervised 
transit camp. The French Embassy had to 
guarantee to fly all 150 Vietnamese out of 
Singapore within a month, instead of the 
usual three months. 2 [r] 
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As Vietnam launches a recruitment drive, reports of fresh troops 
entering Cambodia offset Hanoi's claims of a partial pull-out 


By Paul Quinn-Judge 

Bangkok: While Vietnamese Foreign 
Minister Nguyen Co Thach has described 
Hanoi's announced partial military with- 
drawal from Cambodia as significant, 
most reactions in the West — not to men- 
tion Asean, which Thach was most hoping 
to impress with the announcement — dis- 
miss the move as sleight of hand, or at best 
a disguised troop rotation. It is prob- 
ably too early to tell for certain whether 
the troop departures from Cambodia are a 
partial withdrawal or simply a rotation. 

Hanoi's military presence in the country 
has declined over the past few years from a 
high of 200-220,000 immediately after the 
overthrow of Pol Pot in January 1979 to 
about 160-180,000 now. Further reduc- 
tions could logically be expected soon, 
particularly since Hanoi has expressed 
some satisfaction with the results of its last 
dry-scason offensive. 

On the other hand, the reports of large 
but so far unspecified withdrawals — 
Hanoi-based diplomats put them at 20,000 
— are offset by persistent reports of new 
troops entering Cambodia. One thing is 
clear: substantial numbers of Vietnamese 
troops would be due to return home very 
soon, whether or not Hanoi decided to 
carry out à partial withdrawal. 

Vietnamese soldiers serving in Cam- 
bodia have been told by their officers that 
their term of international duty would be 
four years (REVIEW, Apr. 9). This means 
that the soldiens who were in the original 
invasion force would very soon be due to 
pull out. Last Lunar New Year — which 
fell on January 25 — many troops in Cam- 
bodia, most of whom had not had home 
leave for four years, seemed to be count- 
ing the days until their return, 

Reports in the Ho Chi Minh City press 
indicate that an appreciable number of 
soldiers have been. demobilised over the 
past six months. One article referred to 
6,000 men from the city returning to civi- 
lian life since January. Another described 
a demobilisation ceremony for 300 men 
who had completed military service, some 
of them in “distant battlefields.” Gen. 
Tran Hai Phung, military commander for 
the city who presided over the meeting; 
told his audience that there would be simi- 
lar, larger ceremonies soon. 

These ceremonies are probably taking 
place this week as troops pulled out of the 
northern. Cambodian province of Siem 
Reap, most of whom are likely to be 
southerners, reach Ho Chi Minh City. Al- 
though the Vietnamese high command 
tends to push its men to the limit and 
could well decide to extend the tour of 
duty for some troops, a prompt return 
home this year would make good political 
sense inside Vietnam, where a large re- 
cruitment drive is under way. 

These exercises have been difficult and 


at times delicate operations, particularly 
in the south. In the first years following 
the defeat of the south's regime in 1975, 
Vietnamese leaders. complained of the 
negative attitude of young people towards 
military service, a fact which can probably 
be partly explained in towns like Ho Chi 
Minh City by the-highly successful anti- 
draft agitation conducted by the National 
Liberation Front during the war. 

As rumours of a new conflict in Cam- 
bodia began to reach the public's ears in 
the late 1970s, recruitment became much 
more difficult. When military quotas 
jumped by 50-60% in some parts of Ho 
Chi Minh City between 1977-78, desertion 
and draft evasion also increased. When 
the first bodies started to come home the 
problems worsened: in February 1979, 
one sub-district of Ho Chi Minh City re- 
ported a 20% evasion or desertion rate. 

Desertion and evasion put severe 
strains on the civilian as well as military 
authorities in Vietnam: the brunt of re- 
trieving deserters and evaders and 
mobilising them to join their units falls on 
the local communist party organisations, 
usually already overworked and under- 
staffed. According to partial descriptions 
which have appeared in the press, a new 
law aims to eliminate a number of weak- 
nesses of the previous call-up system and 
to offer inducements to young people to 
volunteer. 


Ps allegations of favouritism in ob- 
taining deferments seem to be a particu- 
lar target of the law. Deferments, officials 
said, would be posted up at government 
offices for public comment — probably a 
reference to frequent allegations in the 
past that government officials and party 
members had pulled strings to get their 
children out of military service. A report 
from one area of Ho Chi Minh City noted 
pointedly: “This year cadres and party 
members are setting an example in 
mobilising their children for service." 

Families whose children enlist in the 
army this year will, according to one ac- 
count, be given priority in settling various 
official papers with local authorities — 
quite an inducement, given the fact that 
many Vietnamese consider this constant 
struggle the bane of their lives. Moreover, 
the government may also be willing to turn 
a blind eye to minor misdemeanours of 
families with sons in the army. One case 
indicates this. When a man identified as 
Moyen Van Het went home to Ho Chi 

inh City recently from a new economic 
zone — something the government does 
not normally encourage — the local au- 
thorities immediately arranged for him to 
receive a food ration. Het's son had just 
joined up. 

So far the authorities are claiming bet- 
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Young soldier: the demob blues. 

ter than average results throughout the 
country from the first phase of recruit- 
ment, but have not given any overall fig- 
ures. The results from just one of Viet- 
nam's 36 provinces, however, suggest that 
the final total might be very high. Nghia 
Binh, in the centre of the country, which 
has a population of about 1.9 million sent 
off 4,500 troops, slightly higher than its 
target, in February. 

Many of the new recruits seem to be 
heading straight for Cambodia. New units 
were visible in Phnom Penh around Feb- 
ruary and further new arrivals, usually 
partly trained recruits who would com- 
plete their training in Cambodia, were re- 
ported in the following months. In late 
May and early June, reliable reports from 
Cambodia began to mention convoys of 
buses, perhaps 10-15 busloads of troops a 
day, passing through Phnom Penh. This 
arrival rate continued for two or three 
weeks, then slowed down. New units are, 
however, still said to be arriving. 

Like the earlier arrivals, the troops 
coming in since May are both northerners 
and southerners and have at best only 
completed basic training. Initially at least 
they seem destined to undertake garrison 
duty in parts of the country not subject to 
Khmer Rouge activities while their com- 
rades with more battle experience go out 
after Khmer Rouge guerillas and their 
new-found allies, the armed followers of 
former premier Son Sann and Prince 
Norodom Sihanouk. 

If Hanoi does decide to run down its 
forces in Cambodia it may well find that 
the return to civilian life of a substantial 
number of young men compounds several 
serious demographic and social problems. 
Many demobilised soldiers will be return- 
ing to Ho Chi Minh City where unemploy- 
ment, particularly among young males, is 
high — 10-20% depending on the city dis- 
trict, according to recent figures. Of the 
6,000 men demobilised earlier this year, 
only 4,000 have so far found jobs. The 
birth rate is also high and any new de- 
mobilisations might add to that strain too. 
In months to come the return to civvy 
street may give both planners and parents 
a few more headaches. 
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Winds of change 


Тһе new socialist government in Mauritius seeks to recover 
Diego Garcia, hub of Washington's Rapid Development Force - 


By Robert Manning 

Washington: In the aftermath of a 
sweeping election victory by leftists in the 
Indian Ocean island of Mauritius, concern 
is mounting over the prospects of an al- 
liance of socialist-oriented island nations 
and a crisis between Britain and Mauritius 
over the island.of Diego Garcia, now a 
vital chip in the strategic game. 

In the June election the Mauritian Mili- 
tant Movement (MMM) and its coalition 
partner, the Mauritian Socialist Party, 
scored an overwhelming victory, captur- 
ing 60 of 62 seats. The leader of the 
MMM, Paul Berenger — who has taken 
over the Economics Ministry — has cham- 
pioned Mauritian claims that the atoll of 
Diego Garcia, the largest in the Chagos 
Archipelago, about 1,174 miles away, be- 
longs to Mauritius. Britain detached the 
archipelago from Mauritius in 1965 as 
part of an arrangement which led to Mau- 
ritian independence. Britain then leased 
Diego Garcia to the United States for 50 
years. 

Diego Garcia became very important in 
the strategic game as the Pentagon — cast- 
ing about for a reliable base for its growing 
network in the Indian Ocean — made a 
deal with Britain whereby some 1,200 is- 
landers were expelled and relocated in the 
Mauritian capital of Port Louis, where 
they are now living in slums. 

As part of the deal, Britain received 
extra US military aid and leased Diego 
Garcia to Washington, which has made 


the atoll into the linchpin of the burgeon- _ 
ing US military presence in the Indian — 
Ocean and the hub for the new created. 
Rapid Deployment Force (RDF. eke 
The atoll lies more than 2,500 miles - 
from the Gulf, the West's strategic oil ar- 
tery which former president Jimmy Carter - 
declared in the so-called Carter doctrine 
as being “of vital concern" to be defended 
"by any means п ." Because Diego 
Garcia is uninhabited it had been hoped — 
that it would not be subject to the - 
dynamics of local politics or Third World 
nationalism as could be the case with na- ~ 
tions — such as Oman, Somalia, and 
Kenya — with which the US has - 
negotiated agreements for the use of - 
facilities. 
This is tremendously important to the — ~ 
Pentagon. Its rationale for acquiring so — 
many Gulf-Indian Ocean facilities is | 
known as redundancy — simply put, ob- 


tain as many facilities as possible because _ 


of the uncertainty over how long the US — 
will have them and under what cir- 
cumstances they can be used. 


cu sealing the deal with Britain, the — 
US has been in the process of investing 
more than US$1 billion in Diego Garcia, 
lengthening runways to handle B52 bom- : 
bers; building up port facilities to handle 
two carrier-led battle groups (one drawn 
from the 6th Fleet in the Mediterranean, | 
the other from the 7th Fleet in the Pacific) 


FOR SALE 
Flywheels - Cycloconverters 


The installation comprises 2 identical and independent power swing compensation 
systems, complete and in working order. Each system has been well maintained and 


has operated almost continuous 


from mid 1972 until end 1981. The equipmentis _ 


rated at 6.6kV for connection to a 3 phase, 50 Herz system and could possibly be 
used ona 60 Herz system. The installation has been designed to reduce cyclic power 
variations imposed on the external electrical supply system by draglines. Energy is 
absorbed from the supply system during periods of large reductions in net load and 
subsequently returned to the supply system during periods of large increases in net 


load. 


This is achieved through 6.6kV wound rotor motors directly coupled to flywheels. 
Each motor rotor is externally excited at its slip frequency by a static cycloconverter. 
The regulators controlling the cycloconverters are fully solid-state. 


Complete details of system performance, etc available from ~ 


V.A.M. Partridge, 


UTAH DEVELOPMENT COMPANY 
GPO BOX 1389 BRISBANE, QLD. 4001. 


AUSTRALIA. 


Telephone: (07) 226 0600 Telex AA40598 





ganise the 200,000- 
an RDF in 1980 the 






positioned 11 ships at 
Diego Garcia with 
quipment and šup- 
S to sustain a 
2,000-strong force 
two weeks. In the 
ent of a crisis, US 
would be de- 























p with equip- 
it from Diego Garcia at the crisis 


w orks, At the very least this could 
barrassing both to Washington 
ndon м create a source of tension 










a опса islands IE 
Mauritius, Seychelles, and Madagascar 
ay emerge. The basis of such an alliance 
s been laid by the Indian Ocean Com- 
ission (IOC) established іп July. 
adagascar and the Comoro Islands are 
i to be invited to join the IOC. 
fell before the-elections, the MMM 
conducted a global diplomatic offen- 
over Diego Garcia and won support 
m the CEME of African Unity 










































Roland Tyrrell 

Nairobi: The leftist government in 
auritius took four days to declare its 
and on Diego Garcia, the island base 


ed the winner of general elections on 
e 12, Prime Minister Aneerood Jug- 
th of the Mauritian Militant Move- 
ent (MMM) issued a statement on June 
which left no doubt thatthe island. na- 
f 970,000 wants the island back. 

“Wedo not have the means to declare a 
ar like in the Falkland, Islands,” he said. 
jut we will do the utmost in the diploma- 
field and international forums with the 
p of India and nearby countries to have 
r sovereignty recognised." Eighteen 
nths earlier, the MMM included its 
aim to Diego Garcia in its election man- 















esto. Describing its foreign: policy as. 


ferociously neutral, the manifesto said the 


new government would “militate for the 
| i 





ased to the United States since 1965. De- - 













REVIEWMAP dy Frank Tam 


scheduled to hold its annual summit in 
Tripoli in August, and of the non-aligned 
movement whose summit is scheduled to 
be held in September in Baghdad. Al- 
though even US officials concede that 
Mauritius mày have something of a legal 
and political case, the hard realitiés of 
global power suggest that London and 
Washington have made Diego Garcia's 
status a fait accompli. 

By the same token, since the Soviet in- 


the Indian Ocean as a zone of peace, de- 
militarised and free from great power 
rivalry, has all but dissipated asa real pos- 
sibility. Carters administration in 
Washington suspended talks with the 
Soviet Union on the demilitarisation of 
the Indian Ocean in 1979, as US-Soviet 
tensions began to mount after the 
downfall of the Shah of Iran. 
Nonetheless, Mauritius is expected to 
pursue the issue through the United Na- 
tions and perhaps the International Court 





he costs of sovereignty 


auritius, with its ailing economy, can ill afford to lose revenue 
enerated by the Diego Garcia base and visits by US warships . 


Archipelago to the island of Mauritius." 

India and Mauritius tried unsuccessfully 
last year to get a United Nations confer- 
ence organised in Sri Lanka with the aim 
of declaring the Indian Ocean a base-free 
zone of peace. Mauritius would have press- 
ed its claim to Diego Garcia at that meet- 


this year. But, despite the tough words, 
Western diplomats say Mauritian bluster 
will probably come to little; “Their policy 
will prove по more than an irritant and not 
a major stumbling block by any means,” 
one said. 


signed an agreement with Britain on com- 
pensation for the 1,200 Diego Garcia is- 
landers displaced when Britain leased the 
"island to the US. But Foreign Minister 
Jean-Claude de l'Estrac made it clear that - 
othe new government would maintain its- 
claim to sovereignty over the atoll. Thea ac- 
сота was Signed "without. Тогон 











tervention in Afghanistan, the notion of- 


ing and is expected to renew the attempt | 


On July 7, the Mauritian Government. j 





ritius' new govern- 
play is to carry through its 
electiori platform and prohibit both the 
US and Soviet Union from, using the 
facilities at Port Louis, but exempt France ` 
fróm this ban, The position ofthe MMM is 
that only Indian Ocean littoral states can 
use the port. With about two out of three 
of the Mauritian populatk j 
dian origin, India has long ha 
lationship with Mauritius. '. 
US officials told the Review that 
they did not expect Indian Prime Minister 
Indira Gandhi to r he Diego Garcia: 
issue with Ве; g her visit 
Washington i in Tate July. But both Ameri- 
officials here told the 
i would raise the 












Review that Mrs Са 
Indian Ocean zone-of-pe 

Reagan. A. State Departm 

played down the p 

strongly backing the Mauritia daim. 
Privately, а Pentago ificial dismiss 

| the Diego Garcia issue as nothing bu 
minor irritant to be played on by Sov 
propagandists, jokingly. quipping ab 
the atoll: “We bought it, we paid for it, it’s 
ours.” A State Department official told 

Fea the REVIEW that the Diego Garcia affair 











“is strictly a bilateral issue between Bri- 
tain and Mauritius. We're 





plicitly or explicitly, of Mauritius to 
the Chagos Archipelago, including Diego 
"Garcia," he said. Under the p 
Britain will grant £4 million (07697. 18 mif 
lionyas full and final compensation, while 
the Mauritian Government is to provide 
land for the islanders worth £1. million. 
With a sugar-based economy in а world 
of depressed sugar prices, with 60,000 un- 
| employed and with debts of 1US$400 mil- ^ 
| lion, Mauritius is desperately poor and 
may not be able to pass up a gift of £4 mil- 
lion for the sake of national pride. For the" 
same reason, diplomats believe  Jug- 
nauth's government may yet think better 
of its vows to withdraw about 325 Mauri: 
tian labourers employed in the construc- 
tioit Lof the American base оп Diego Gaf- 
: hether from 














ent of pis jen comes to 
$ an attractive prospect 
‘for any trader r businessman: Inthe same 



















ТП, 


extended a credit of US$80 million from the Inter- 
` national Development Association tor; financing a 
Power Transmission Project. 


2... The brief details of the Project are: 


(i) Transmission lines: construction of EE 414 
km of 230 kV. and 229 km of 132 kV single Ж 


circuit lines 
(И). Substations and associated equipment: con- 
. struction. and expansion of eight substa- 
-— .. tions of 230, 132 and 66 kV | 
(m) Load dispatch center and telecommunication 
equipment. 


ders for the above Project as per details given below: 


: for training: 
LOT 1.-—. Steel towers and; accessories 
LOT 2. — Conductors and earth wire 



























LOT З — Insulators and hardware 5 

LOT 4 Supply of construction. equipment апа 
tr ansmission cline construction train- 
ing: oe 

Part 1. · Transmission tie копсо training. 

Part 2. Supply of equipment for transmission line 


constrüction and for transportation. 

‘Supply of equipment for civil works for 
Substations. 

е supply of equipment and er ection Super- 


witchgear and accessories 
Transformers, Shunt Reactors and 
‘ı~ Communication and Load Dispatching 
equipment 


| A complete set of tender documents would be made 
: available to interested bidders in accordance with 


the. International Development. Association's 
guidelines for procurement from the office of the: 
Managing Director He 


"Electric Power Corporation 


The. Electric Power Corparation, Rangoon, The 
‘Socialist Republic of the Union of Burma, is being. 


“The Electric Power Corporation. invites Sealed Ten- . 


(i) The supply of materials for 230 kV and x 
132 kV. transmission ane, and. PED 


sion for 230 kV, 132: kV and 66 kV sub- . 








` INVITATION TO TENDER. 
Tender No. I(IVE.P.E. zEPC/WB- 1245-BA/ 


Managing Director ox 
Elecpie Power Corporation. zm 


es 


. -Foreign Trade Bank of Burma. 


{localtime} 
` Tender Opening Date 15 November 1982, 








for South & So 
CF CALC 
CALCUTTA—7099) ит 


197/199, Lower 
Rangoon, Вини 






















rency. or Kyats 1 ,500/- (Kyat Fift 

for documents of each k 

available beginning 15 August 1t 

The remittance should be deposited. to the Myanm 



















ForLOTS1,2,3and4 ^... x 
Tender Closing Date 15 November. 1982, 10. б 


NOON (local time} 
ForLOTS5,86and7 . | Т: ; 
Tender Closing Date 22 November 198 30. 00 
(local time) d 

Tender Opening Date 22 November 1982 
NOON (local mer. 





Tendérs shall be accey 3 
who have officially. ‘purchased: 
ments. 


1982 so that the visit could be ar ranged 
tric Power Corporation, piate 


All queries asking for clarification of 

ments will be directed to: 
NORCONSULT AS: 
Water Engineering Division 
Kjoerboveien 20 
1300 Sandvika (Oslo) 
Norway 

the consultant to the Electric Power “Corporati 

with a copy to EPC, 


No queries will be accepted after 15 October 1982. 















arily unless they cooperated. He 
e IOC would have to examine every 
yssible sphere of cooperation, including 
її, which provides the bulk of 
chelles' foreign exchange and Mauri- 
hird most important industry. 

l'Estrac said the proposed grouping 
be a model for Third World deve- 
t and noted that the time was ripe 
gional cooperation, since Mauritius, 
араѕсаг and Seychelles now all have 
ving governments. The odd-man-out 
r Comoro en we govern- 









1 э promoting Wei ла cooperation 
onomic sphere, the commission is 
nded to provide a common diplomatic 
political front for its members similar 
t built up by Asean. One of its aims 
be to campaign for the demilitarisa- 
of the Indian Ocean. | 





Mohan Ram writes from New Delhi: 
has said that it will: support 
tius’. demands for the return of 
go Garcia in all international forums. 
ealised in New Delhi that if Mauritius 
get Diego Garcia back, it might 
facilities to the Soviet Union as a tit- 
at. Already Madagascar is under 








at Antseranana (formerly Diego 
rez) which had. been a French base. 
ew Mauritian Government is set to 
e closer to Madagascar, Seychelles, 
a and the Soviet Union while looking 
ia for diplomatic support. 

а has been keeping a low profile 
er the Indian Ocean of late, but its cre- 
bility with some of the Indian Ocean 
s could depend on its support to 
ritius. Relations with Mauritius have 
! something of a problem for India. 
ier, New Delhi had been hard put to 
1 to Indian Ocean countries — espe- 
adagascar and Seychelles — its 
atic and economic support for the 
er government. of Sir Seewoosagur 
oolam which had been known for its 
ivocation on the Indian Ocean. 
Ramgoolam had demanded before the 
'ganisation of African Unity the return 
Diego Garcia and the archipelago. 
T, when he met British leaders, all he 
ught was more equitable compensation 
resettling the displaced islanders. 
en Ramgoolam met US leaders, he 
welcomed the US presence in Diego Gar- 
ла as a bulwark against communism in the 
ndian Ocean. 

The laboured explanation in 1 New Delhi 
India's support for Ramgoolam was 
hat it was only helping Mauritius to con- 










lidate its independence and reduce its. | 


economic dependence so that the West 
would not get any undue: ‘strategic advan- 


tage from the island; 












` from Moscow which seeks - 






Fiji's veteran prime minister: scra 
his party's battering in the island 







By Helen Hill 


Suva: Ratu Sir Kamisese Mará, óne of the 
South Pacific's most respected statesmen, 
will continue as Fiji’s prime minister 
though his Alliance Party lost consider- 
able ground at the July elections in which a 
controversial Australian TV documentary 
appears to have played a crucial role. 

Before the poll, 62-year-old Mara - 
prime minis independence in 197 
i TE Bye he would resign the 
| endemshiptt did Alliance if it failed to win 

apre of the 52 seats in the islands’ 
-ADH When the results gave the Al- 
liance Z8 — a loss of eight seats — he stood 
down, but was immediately re-elected:as 
was his deputy, Ratu Sir Penaia Ganilau. 
The Alliance is made up of the Fijian As- 
sociation, the Indian Alliance and the 
General Electors Association. The party 
holds only a four-seat majority over the 
Nau: coalition of Jai Ram Reddy's 

tional Federation Party (МЕР) апа 
Ratu Osea Gavidi's Western United Front 
(WUF). 

Fiji's complex electoral system gives 
electors four votes — one for a communal 
candidate of the voter's own ethnic group 
and three for national candidates of each 
of the three groupings — Fijian, Indian 
and general elector (predominantly Euro- 
peans and Chinese). Parliament has 22 Fi- 
jians, 22 Indians, and eight general elec- 
tors. With the relative population break- 
down being 40% Fijians, 50% Indian and 
6% general electors, many believe that 
the general electors — most of whom 
favour the Alliance — are over-rep- 
resented. 

Attempts by both major parties to win 
support outside their traditional blocs, Fi- 
jians in the case of the Alliance and In- 
dians in the case of the NFP, failed, The 































































onstrated increased support for the Al- 
liance from Fijian and for the NFP from 
the Indians. The Fijian Nationalist Party, 
which in the elections in April 1977 took 
enough Fijian votes from the Alliance to 
give the NFP on electoral victory, failed to 
win à seat. (There was asecond election in 
September 1977 after the NFP failed to 
form a government, and the Alliance 
swept back to power.) .. 

The NFP, which. has never had much 
backing among the Fijian electorate, at- 
tempted to broaden its appeal by going 
into coalition with the WUF, a Fijian 
party which gains most of its support from 
Fijians disillusioned with the Alliance. 
But this strategy was a failure as the WUF 
gained only two seats and Gavidi lost his 





the NFP 22. . | 

While racial tensions evi 
elections were missing fromthe campaign 
the run-up to the poll was marked by con 


bi power despite | 
ds polls 


ity. eee: Mara and 
Reddy which could affect their working 
together. Ele sues were hard to 

$ gned under the slo- 
gan "its time for a change" while the Al- 
liance urged voters to "keep Fiji in good 
hands." Some NFP members said that this 
was interpreted in th Villages as: “Would 
you wont, an In lis 













s Fij $ participation i in 
red multinational 






peacekeeping force in. Lebanon were 
hardly discussed. Unemploymént and the 
economy started off as issues. A consider- 
able drop in: sugar prices has led to in- 
creased. poverty and unemployment © 
among both Indians and Fijians. The 
number of unemployed school leavers is at 
an all-time high. While the NFP had a ро] 
icy for employment based on import-sub- 
stitution industries it did not seem to at- 
tract much support. 

But such economic issues were lost a 
week before the election when allegations 
surfaced that an Australian journalist, 
funded under an Australian Government 
aid scheme, was helping the Alliance with 
its election strategy. The journalist, Clive | 
Speed, formerly of the Australian Broad-. 








results and the high, 85% turn-out dem- . 





at. The Alliance now has 28 seats and | 


| gramme did not help the NEP — indeed it 





casting Commission, sent so-called situa- 
tion reports 10 а friend, Alan Carroll of 
the organisation Businéss International, 





who had: prepared a strategy plan for the 
Alliance. 

Controversy surroünds the authenticity 
ofa letter to Mara in which Carroll recom- 
mended Speed's appointment to help the 
Alliance campaign. His report — which is 
regarded . as genuine. — = fecommends 






б report wes FAN to the | 
notice of Australians inva TV documen- 
tary made by the ABC's. Four Corners 
team. The film was eagerly seized upon by 
the NFP. Former Alliance member Sir 
Vijay Singh flew to Sydfiey to get a 
videotape of the programme and copies of 
it were shown by the NFP throughout Fiji. 
Mara has criticised the ABC TV team 
for interfering in Fiji politics and has 
indicated that in future restrictions could 
be placed оп the entry of foreign jour- 
nalists at election time. He also promised 
a judicial inquiry into the Carroll report. 
The Australian Government has been 
severely embarrassed and withdrew High 
Commissioner Colin McDonald briefly 
ring the last days of 
long run the pro- 
















ly ensured a greater turnout of Fi 





Trade finance leaders 
in Southeast Asia. 

Total assets exceeding S$9.7 billion. 
Network of over 80 branches stretching 
from Singapore and Malaysia to 
Hong Kong, Tokyo, London, 
with agencies in New York, 

Los Angeles and a 
representative office in Sydney 


UNITED OVERSEAS BANK GROUP + 


Head Office: United Overseas Bank Building, 1 Bonham Street, Raffles Place, Singapore 0104. Tel: 919988. Telex: RS 21539 & RS 21804 TYEHUA. Cable: TYEHUABANK 
Malay ian Central Offices: Chung Khiaw Bank, m" Lee Wah Bank. 10-14 Medan ar, Kuala Lumpur. Tel: 87761. Telex: MA 2 CKBKL 
K el: 88351. Telex: MA 30265 LEEWAH le: BANKLEEWAH 
: HX 74581 TYHUA. Cable: TYEHU ABA 
: J Y EHU ABANK 


ng , Chiy - £ 2 
eoe 2 South Place, London E M2 528-3504/7. Telex: 888278 TYEHUA G. Cable: 7 i 
New York: 130, Liberty Street, 27th Floor, New York, NY 10006. Т 5-0560. Tele 55 TYHA UR Cable: TYEHUABANK 
Los Angeles: 911 Wilshire Boulevard, Suite 1800, Los Angeles, California 90017 Д -8042. Telex: 6831011 TYHUA. Cable: TYEHUABANK 
Sydney: Suite 5, Level 60, MLC Centre, Martin Place, Sydney, N.S.W. 2000, / a. Tel: 221-1924, 221-2518. Telex: AA 73507 TYHU/ 





We're out to 
make Asia's first airline 
Asia's first airline. 















E» first airplanes 
across the Pacific 
to San Francisco were Philippine Airlines DC-4's. 
Today we fly 747's daily across the 

Pacific; four evenings weekly to San Francisco 
and three evenings to Los Angeles. 

You'll find the latest wide-bodies on Asia's 
very earliest airline. 







When youre traveling 

to foreign lands, a little 

gentleness goes a long 

way. Especially on 
Philippine Airlines. 

Our beginnings go 

back over 40 years. 

E But our tradition of 

3 Philippine hospitality 

ЧАЙ goes back 1,000 years! 


Back in the 405, 
Philippine Airlines was the 
first Asian airline to serve in-flight food. Since then, 
we've cooked up some great new dishes. Not just elegant 
Continental entrees and special Philippine delicacies. 

We pioneered in serving Frances Nouvelle Cuisine. 
Passengers raved about it, and Plaisir Gastronomie 
called it the world's finest in-flight cuisine. 


We started 

in 1941. By 1946 

we were the first 
Asian airline to 

fly internationally, 
first to serve 

Europe and now the 
first airline in the 
world to offer 

14 full-length, stretch- 
out beds as part 

of our First Class 
"Cloud Nine" service. 
It's the very last 
word in overnight 
accommodations 

on the very last 
word in 7475. 
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Asia's first airline. l Amsterdam Athens Bahrain Bangkok Brisbane Canton Frankfurt Hong Kong Honolulu Jakarta Karach 
Kuala 1 


umpur London Los Angeles Manila Melbourne Peking Port Moresby Rome San Francisco Singapore Svdney Taipei Tokyo 














"THE whole world is in à terrible 
ate of chassis," as a character in a Sean 
О" Саѕеу play once remarked, and I dare 


|. say itis because so many bewildered 


businessmen are seeking gurus to create 
order out of the chaos that so many or- 


< ganisations are making money out of or- | 


ganising seminars and conferences. A 
couple of months ago I received a letter 


7 from a publishing firm in Florida, asking - 


~ me to address participants in а 24-day: 
"Around the World Investment Semi- 
nar" later this year. 

Tour participants. will experience, 
hand, the. financial advantages оѓ 
greatest investment. capitals in the 
world,” according to the press release; 

which does not state what the tour will 
cost, but assures potential travellers that 
; the price is tax deductible including 

transportation, accommodation and 

"over 50 gourmet meals." Available for 


consultation en route will be- “local 


bankers, brokers, tax attorneys and en- 
‚ trepreneurs" (presumably this Traveller 
. was supposed to be on the list some- 


where!) and the tour members will be ac- : 


companied by.three * Чор international 
investment specialists." 

0 FIRST stop London, where presuma- 
bly few investment opportunities would 
, 8riseas.a result of a visit to Leeds Castle 
hosted by Lord Parry of Neyland (“a life 
peer and Member of the House of 
Lords" — my italics) or a reception on 
board HMS Belfast, which helped: sink 
the Bismarck in World War H, though 
seminar sessions will cover such subjects 
as "unusual British insurance plans,” 
“United Kingdom tax havens” and “how 













stock market iüvestors can profit from : 


` Britain's coming recovery." Then to 
Zurich, where tour members can trade 








€ A RECENT visitor to South Korea spotted this banner in a 
Seoul hotel and, since he stole it for inclusion in this column, 
understandably wishes to remain anonymous. 

The organisation — the Korean Industrial Training Re- 
seatch Institute, or some such title — is untraceable and the 
telephone number ейси$ по reply. So, unless one of our read- 
ers can explain what the sponsors meant, 
. Utilisation of Mediocrity” must remain one of the secrets of 


‘inscrutable Orient. 





"F.U.O.M. — Full 


stocks worldwide, buy gold. (to. store 
there or bring back home) and open 
bank accounts (numbered ones, presum- 
ably). 

_ After a side trip to Liechtenstein (sic) 


the tour goes on to Abu Dhabi, de- 
scribed as "the. principal city of the Unit- 


ed Arab Emirates." The international 
investment experts will take the tour to 
Bahrain but will ignore Dubai, one 
hour's drive away from their hotel. They 
will be lectured on how to export to *the 
profitable. Arab market" (despite pros- 
pects of reduced imports and deficits, as 
oil prices weaken), justified by the amaz- 
ing statement: “Oil has brought énorm- 
ous wealth to this region that had other- 
wise béen ignored by Western inves- 
tors." І 

e THEN it’s off to Singapore where “in- 
ternational trade, business and investing 
has. flourished for thousands of years” 
(the ghost of Sir Stamford Raffles would 
be amused at that). The brochure claims 
ungrammatically that “the Singapore 
stock exchange showed the best per- 
formance of any other world stock ex- 
change іп 1981"; true, despite its mid- 
year collapse, but that does not mean 
that the outlook is rosy today. Although 
the tour members are going on to Hong- 
kong it is in Singapore that they will be 
lectured on business opportunities in 
China. 

Then to Sydney ^to investigate the 
Pacific Basin Boom,” Pacific tax havens 
(that phrase again) and opportunities 
under Australia's “pro-free enterprise 
government“ (well, it is — sometimes). 
Then up to Bangkok to explore the gem 
market and ‘finally to Hongkong 
(“perhaps the world’s last totally free 
market”). Here again the tour members 











@ SOME feelings are genuine enough to overcome ‘the most 
impenetrable language barrier. ‘Back in 1971, Paul Pratt 
left his home in Britain, mounted his cycle and pedalled ff 
round the world. Today he is back renewing some of the 
friendships he made in Asia on that trip. In South Korea 
cently, he came across a notice outside the foreigners’ ceme 
ery at Songdo, near Inchon — whose wording represents 
spiritual triumph over mere words: 


yeur Second home. 
ju Ye are tv be wet 


سس — 





will be lectured on *Hongkon „às a tax 
haven" TER will not please the fin n- 















































filial intentions on ihe 
year-old son of Sepak: 
had hijacked the A 
another roe Pinel 
Review which M 




























@ SOME joker has: sent me а stick 
which reads: “Genitalia i is NOT the 
tional airline of Italy.” 
































inal Rim of инса Asia"; ea Hook much 
he said, until something went wrong. It was an apt 
ion, at least insofar as. Jakarta was concerned. Indone- 
leaders have traditionally focused their attention on their 
ions. with’states to their north and west, with barely a back- 
glance in the direction of Australia; Of late, however, they 
been noticing Australia more and more — and not particu- 
iking what they see. 

hough successive Australian governments have gone out 
r way to maintain harmonious relations with Jakarta, 
tralian politicians and journalists have taken Indonesia to 
what they see as a long series of abuses, most notably its 
cember 1975. invasion (and subsequent annexation) of the 
tuguese territory of East Timor. The Indonesians have re- 
nded to all this with pique and irritation; their sensibilities in- 
by what they see as unbalanced and unremitting criticism, 
ve expelled resident Australian journalists from Jakarta, 


hinted, not too obliquely, that they may be ob- 
nget measures if the criticism continues. 


‘ance in one country about the way in which the other socie- 
an ignorance which the expulsion of Australian 
from Jakarta did nothing to dispel. But there is more 
han this. In Indonesia's case there is not just ignorance of 
ustralia but a good: deal of indifference as well. In the case of 
ustralia there is ignorance compounded by fear. 
cratch the average Australian and one finds an underlying 
Asia: and the “yellow hordes” who are. thought to: be 
oised to overrun the vast-and underpopulated continent to 
r south. The spectre of these hordes descending on Aus- 
ia dates from the. mid-19th century and the influx of 
usands of Chinese who went to seek their fortunes on the 
fields of Bendigo and Ballarat. The fear was fed, pethaps 
Шадангайу, by Japanese advances during World War I. It 
Iso fed by post-war communist successes on the Asian 
nland, when a fear that-was essentially racist was given a 
OW. ideological underpinning; the "threat from the north" 
ей with Cold. War fears of "the downward thrust of com- 


y. 2: 






These concerns were fannedi in the early 1960s by the increas- 
radicalism of Sukarno in Indonesia and by the growing elec- 
‘muscle of the Indonesian Communist Party (PKI), a party 
ch appeared.to enjoy à good deal of presidential protection: 
destruction of the PKT in the mid-1960s, the eclipse of 
arno and the emergence of a conservative, army-backed 
ernment did little to allay these fears. In the words of a 
r Australian ambassador to Jakarta, Indonesia continued 
be seen by many Australians as “a restless, volatile, expan- 
nist. neighbour." 
о many Australians, the cats are well-founded. Indonesia 
rted to force three times in 15 years to attain its foreign-po- 
y objectives in forcing. the Dutch to yield up West New 
ea in 1962;in confronting Malaysia in 1963 andin annexing 
i m Australia there are some who 
administered by Australia until 
7 (Others, sustaining the gas- 
onomic Т ш. argue e that the рең cure efor indigestion i is to 
top eating. ) ; 


















| their back on an Australian offer of emergency food aid. 





.muriist." 
lians. it does draw attention to the shifts tha 
: he.196 























Nevertheless, the East Timorinvasion-— which was noted for its. 
ruthlessness — served only to confirm the worst fears that many 
in Australia harbour about: Jakarta’s: long-term ambitions. 
Timor united Australians across all shades of the political spec- 
trum. On the Left, it upset union officials and powerful elements 
in the Australian Labor Party, many of whom had always looked 
on President Suharto's government as a military junta: responsi- 
ble for the death or detention of perhaps 500,000 alleged com- 
munists. On the Right it upset members öf the influential Re- 
turned Servicemen's League, many of whom felt a sense of obli- 
gation towards the Timorese, who helped an. Australian com- 
mando force in Timor during World War H. 

The invasionalso roused strong anti-Indonesian sentiments in 
the Australian press, which held Jakarta responsible for the 
death of five Australian journalists who travelled to the border | . 
area to cover the war. (The fact that the journalists had little or 
no experience as war correspondents and that they had been: 
warned of the dangers they faced did nothing to mitigate the 
anger in Australia over their deaths.) In the past, the Australian 
media could be said to have given expression. toa certain under- 
lying suspicion of Jakarta. Since the invasion; former prime 
minister Gough Whitlam has claimed, the Australian media has 
been conducting a “vendetta” against Indonesia. There may be 
some truth in this. If the Timor issue has been debated only in: 
the most partisan of voices, then the Australian press has some- 
times seemed to be anything buta dispassionate observer. In- 
donesia, the prestigious Melbourne newspaper, The Age, de- 
clared i in the late 1970s, is “the congenital bully boy of Southeast - 
Asia.” Jakarta’s tardiness in coming to grips with the problems 
of East Timor and aiding its stunned and suffering. populace has 
provided plentiful ammunition to its s critics. in teg Australian 
press.and parliament. ; | 












О: the Indonesian side, the constant sniping and criticism is ^ 
increasingly resented. Indonesians argue that the invasion 
of East Timor saved. Australia the prospect of a “Cuba on the 
doorstep" and are irritated by what they see as Australian inter- - 
ference in their internal affairs. This sentiment found perhaps its . 
most fulsome expression in the mid-1970s when:Daud Jusuf, 
who in 1978 became minister of education in the Suharto gov- 
ernment, threatened that if Australian criticism of Indonesia ; 
continued, Jakarta might draw attentión to the treat 
stralia's Aborigines and perhaps depict Austral 
South Africa of Asia." f 
If much Australian criticism of Indonesia is ma 
of a profound ignorance of the country under disc 
the Indonesians are similarly at fault: Lam very w 
Australia,” a four-star Indonesian: general confided rec 
about Malcolm Fraser’s Australia, ^1 think it i і 
While that observation might surprise m 






































































г like their system or the things they do." After a string of 

horror stories out of East Timor — some exaggerated, others 
H undoubtedly true — there are those in Australia who feel just 
iS way about Indones i 






oli ical leaders and diplomats 
ave ‘sought to focus atten n on the so-called positive side of 
- bilateral relations, stressing the many areas in which there is co- 
Operation and harmony and playing down those issues in which 
relations are strained by ideological difference and the clamour 
"of discordant voices. This-is.not an easy task. A European out- 
post on the periphery of Asia, Australia has little in common 
with its immediate neighbours, either ethnically; linguistically, 

culturally or politically. No matter how one views the situation, 

ie depths. and dimensions of cultural incompatibility are quite 
ofound.: 

ustralians; many- of whom know little of Indonesian culture 
or contemporary history, often seek to impose their own stan- 
dards on what is а very different society from their own. Indone- 
sians resent being lectured about the way in which they should 
behave, their complaints on this score echoing a resentment 
found in many other parts of the Third World. The fact that 
fhere is a strong ideological bias in much of the criticism makes it 
all the more offensive in their eyes. | 

Indonesians are equally at sea when it comes to understanding 
Australia. Unfamiliar with the notion that power may be sepa- 
rate and diffuse, they find it hard to-accept that a government- 
funded body like Radio Australia should be allowed to broad- 
cast material — to Indonesia in the Indonesian language — 
which. being in their eyes critical, undermines Canberra's pro- 
fessions about improving relations. Unfamiliar with the work- 
ings of the Australian bureaucratic and political processes, they 
find it equally hard.to understand why Jim Dunn, a former Aus- 
tralian consul in East Timor and now a director of the govern- 
ment-funded parliamentary. library. research service, should 
have been permitted to continue his activitiesas one of the most 
outspoken critics of Indonesia’s actions in East Timor. 

There can be little doubt that Australia is sincere in its desire 
to forge closer links with Southeast Asia. But if political and cul- 
tural differences abound, there is not much to bind the countries 
together economically; this is in marked contrast to the situation 
that prevails in Australian-Japanese relations, where two 
economies interlock to mutual advantage. 

The Australian Government seeks, above all, a stable and 
prosperous Indonesia and is prepared if necessary to put prag- 
matism above principle to maintain harmonious relations, a wise 
enough approach, it might be argued, in a situation in which 
“principled” opposition 1s likely to achieve little and perhaps 
cost a great deal. In the final analysis, Australia needs Indonesia 
more. than Indonesia needs Australia — and Jakarta is well 
aware of the fact. . 























The media anc 













the menace 


By Susumu Awanohara 
Jakarta: Relations between Indonesia 













this has а садаа by Australian: provocations 
Timor issue. The Australian press picked up report 
ble famine in the former Portuguese territ nd focu: 
newed international attention on the: trouble province 9 
donesia. 

Indonesians have come to accept that th ncip 
Australia is the press and that the Canberra government, 
is seen as being more sympathetic to Jakarta, has 
control it. Perhaps encouraged by the gap. 
lian Government and the press, the Indon 
ing tough measures against the latter, throwing out Austr: 
journalists and banning the circulation ofsome Australia 
papers. 

There is a feeling that restrictions placed on the activi es 
Australian press here have not adversely affected the gene 
healthy overall bilateral relations апа: were thus jus 
Jakarta is in no hurry to welcome back Australian journali 
There is general agreement in both Indonesia and Aust 
that, while tensions are inherent in the-bilateral relations 
real difficulties only began when Indonesian armed force 
vaded East Timor in late 1975 after Frétilin, the leftist rev: 
tionary front for an independent East-Timor, uni laterally de 
clared independence from Portugal. 

President Suharto is believed to have been reluctant fo 
force to take control of the territory butin the end the gen 
around him convinced him that.it was necessary to preven 
non-viable and hostile East Timor under Fretilin from becor 
a base for foreign powers and to pre-empt any resurgence 
separatist movements in Indonesia's outer islands. As the 
donesians see it, it was also in Australia's interest to ma 
stability in East Timor and to see that it did not-becon 
"Cuba." They were Іей хо believe that the-then governme 
Canberra led by Gough Whitlani was in favour. of Indonesia 
tervention. 

But the.Australian media and Е" of the Australia 
became hostile to Jakarta's cause, and though Canber 
tually recognised Indonesia's. incorporation of East Timo: 
press was allied to the group of nations which continued t0 
sure Jakarta, notably at the annual United Nations Gener 
sembly session, the Indonesians feel. Afterthe Indonesian i 
sion and the official declaration of integ. 











































































tion in mid-1976, tension increased 
in 1979 when news reached the out 
world of a serious famine in East Tim 

The latest bout between the Indon 
Government апа the Australian m 
sulted from a letter written last No 
by the leader of the Roman € 
church їп East Timor to the: 
Catholic Relief (ACR) organisatio: 
his letter, Msgr Martinho da Costa Lo 
alleged that Indonesian military op 
tions from July to September last year 
signed to. flush the remaining Fre 
forces from their mountain: strongh 
and demanding participation by a |: 
number of civilians, had disrupted agri 
tural activities and. would result in: 
crops or, worse still, another famine. Th 
letter spoke of many Timorese casualti 
including children and pregnant wo! 
In early January, às. a result of t 






























































a Vatican appointees to 


-oriented cleric of pronounced 
lonesian. views should “be taken 
onsideration, the Sydney Morning 
і suggested. However, others 
convinced that the worst. possible 


> Australian said in ап editorial: 
Ever since the Indonesian Govern- 
brought down a curtain of gua 





arta’ siohintary’ province. ‘But such 
does:reach the outside world is 
nly bad... . The sources of these ill 
gs are for the most: part impecca- 
Only fast October the president of 
Australian Council for Overseas Aid, 
also happens to be the president of 
iberal Party. in Victoria, gave in- 
of atrocities committed by Indone- 
troops against East Timor's indigen- 
inhabitants: He then predicted that 
nesian actions would cause a major 
ne. "According. to ACR, that 
hecy has been fulfilled." 
ignant that Timor was receiving bad, 
in their. view, unfounded publicity, 
team: of- Indonesian leaders which 
rsees Timorese affairs tried to remedy 
situation. The International Commit- 
f the Red Cross (ICRC), which had 
r.undertaken relief work. in Timor 
| which was allowed for the first time to 
€t the. province's prisoners. and dis- 
ced people in late February, gave a 
nference in Jakarta. 
RC officials said: there were 95 pris- 
"rs and 3,737 displaced people. in East 
jor mostly as a result of last year's mili- 
operations. They refused, however, 
ve.other details or opinions about 
ndition. Inevitably the question of 
yine came' up. The officials stated un- 
uivocally that there was: по sign of 
imine though they said pockets of short- 
ue to drought and rodents were likely 
develop in some parts. 
The next day; the Indonesians pro- 
uced former Australian prime minister 
‘ough: Whitlam, who had just returned 
m Timor, with: Peter Hastings, asso- 
ate' editor of the Sydney Morning 
crald, for another press conference. 
resumably the Indonesians wanted Aus- 
ian critics.of Jakarta to. be countered 
y other Australians; Whitlam: attacked 
Lopes, saying that the cleric had perpe- 
eda wicked act.by his misinformation. 
Whitlam said there was no famine in 
ast Timor and steps had been taken by 
Andonesian-and Australian governments 
s well as international agencies to ensure 
here would be none. Hi ‘ 

































the: Leon чө hardened the Ine 
| donesian attitude. 






: Indonesians seemed to defuse the famine 


does not recognise Jakatta's in- scare, though there was lingering criticism 











; ments on the invasion of East Timor. 


voters." Foreign cor- 
to cover the election 
found: that: Jákarta was reluctant to let 
them in. Although a number were even- 
tually admitted, some. complained that 







'The two press conferences staged by the 


















in Australia that Whitlam and Hastings 
had been used by Jakarta and were not to 
be trusted. When Indonesia rejected the 
Australian corn, Canberra sent it instead 
to. Mozambique, another ex-Portuguese 
colony and one which had taken a very dif- 
ferent path from that of Timor. The In- 
donesians say they could not.be bothered 
if. there was a political message in this 
move. Instead Jakarta provided corn from 
its own resources. 

During the run-up to the Indonesian 


ling day; сате foo late: Moreover, Ause 
tralian journalists were excluded alto- 
gether. 

Thé Australian called the ban on its cir- 
culation here “а contempt for the freedom 
of the: press." Criticising those who. had 
suggested ‘that Indonesians and: Austra- 
lians had different political values and at- 
titudes, the newspaper argued: *We-be- 
lieve that all people desire freedom. To | 


Confusion compo 






























By Anne Summers 

Canberra: Last year more than. 70,000 
Australians flew to Bali for an Indonesian 
holiday and the beach which was only a 
few years ago seen as a hippie retreat is 
now firmly on the vacation itineraries of 
middle-class Australians. But most. Aus- 
tralians. travelling to Asia fly over In- 
donesia and prefer to take their holidays 
іп Singapore, Hongkong or Bangkok. 
Australia's nearest northern neighbour 
remains a source of mystery, ignorance, or 
fear to the.majority- of the Australian 
population. 

The Australian Government insists the 
relationship between the two countries is a 
good one: “There are no major political 
differences," said a well-placed official 
and Prime Minister Malcolm. Fraser told 
the REVIEW: “On a government-to-gov- 
ernment level the relationships are very 
good." But an Australian Senate commit- 
tee is holding a public inquiry into condi- 
tions in East Timor, the first time the Aus- 
tralian parliament has investigated the in- 
ternal affairs of another country, and most 
of the Australian media maintain a faintly 
hostile attitude towards Indonesia. 

During the recent elections in Papua 
New Guinea reports of border incursions 
from the Indonesian province of Irian 
Jaya were given prominence in the Aus- 
tralian press and early last month The Na- 
tional Times — a national weekly — pub- 
lished over two weeks sets of CIA docu- 






Senate standing committee on foreign af- 
fairs and defence. 

The committee includes three Labor 
senators, all of whom are leftwing and 
‘thus likely. to be sympathetic. to pro- 
Timorese submissions; and it may be dif- 
ficult for agreement to be reached with the 
three. government. senators. Committee 
chairman - Sen... Doug «Scott. told the 
REVIEW he hoped they could arrive at re- 
commendations "which take account Of 
past realities but. which-can make some 
constructive recomendations for the fu- 
ture.” 






















n. Bolkus, a Labor member of the com- 

mittee, has advocated that all military 
and other aid to Indonesia be suspended 
because, he said: “Ме have great: suspi- 
cion that the military aid assistance we are. 
giving Indonesia is being used against the. 
people of East Timor.” Labor policy is to.. 
oppose all defence aid to: Indonesia until 










































tional conférence: з supreme 
policymaking body, which met in.Can- 
бетта in-early July, the former hard-line 
view that a Labor government would re- 
verse the Fraser administration’s 1978 rec- 
ognition of the Indonesian annexation of 
the island was quietly dropped. ... 

А future. Labor 
bound only to bring.to: 
Timorese who swig to ung 







































-Timor remains a source of controversy 
andthe Senate inquiry has attracted about | 
200 submissions. The government ` ‘op- | those remaining on an agre 
posed the establishment of the Senate in- | people who wish: to be reunited with their 
quiry. “This is a matter in the past,” Fraser | families in 
told the REVIEW. But the Labor Party and | 
the Australian Democrats combined in. 
the Senate to refer the matter of human 

ights and living conditions in Ti 




















"say that this desire is restricted to people | 


of European origin is a form of racism." 
The Age of Melbourne blamed Jakarta for 
the newspaper's inadequate coverage of 
the election. “We can only assume [the 
government] fears fair and objective 
scrutiny. In blocking channels of com- 
munication and understanding it has done 
Australia and itself a serious disservice,” 
The Age said. Jakarta's attitude was to 
ignore these complaints, 

One Indonesian observer has counted 
the number of stories on Indonesia ap- 
pearing in four major. Australian news- 
papers between December 1980. and 
November 1981. In this period, it was 
found, there were 354 stories on Iridonesia 
as against 216 on the rest of Southeast 
Asia. The Age had 109 stories on In- 
donesia: 99 on politics, five on the econ- 
omy and five on human interest topics — 
56 stories dealt with Timor. The Sydney 


for reunion with their families in Australia 
had arrived by July 5. 

Timor has become the focus, since 
1975, of accumulated Australian fear and 
suspicion of the archipelago to its north 
and has provided much of the motivation 
for continued criticism of Indonesia. 
The reluctance of Jakarta to allow Austra- 
lian correspondents into the country since 
the expulsion of the representatives of the 
Sydney Morning Herald and Radio Au- 
stralia has only fuelled the antagonism. 

The Australian Government maintains 
normal relations; two-way trade is grow- 
ing with the balance now in Indonesia's 
favour and a programme of economic and 
military aid continues. Five Australian 
ministers have visited Indonesia in the 
past year and Fraser indicated to the 
REVIEW that he “would like to look for an 
opportunity where [talks with President 
Suharto] could occur again." 

The Department of Foreign Affairs, in 
its submission to the Senate inquiry into 
Timor, praised Jakarta for being "com- 
mitted to the formidable task of develop- 
ing the province" though it did note that 
freedom of movement for Timorese out of 
the country *has generally been difficult 
or impossible." But these official efforts 
have not been sufficient to erode totally 
the lasting impression seared on Austra- 
lians during the hysteria of the 1963 elec- 
tion that the. "threat from the north" 
which has always fed Australian 
xenophobia was centred in Indonesia. 

During that election, then prime minis- 
ter Sir Robert Menzies took advantage of 
Indonesia's confrontation with Malaysia 
and held a “khaki election," the centre- 
piece of which was the dramatic an- 
nouncement that Australia would buy 
three squadrons of F111 fighter-bombers. 
It was assumed — as it was meant to be — 
that these expensive aircraft were neces- 
sary to defend Australia against Indonesia 
and while greater sanity has entered the 
defence debate since, the fear lingers on. 

During the recent Falklands war, much 
was made in the Australian media of the 
fact that Indonesia possessed Exocet anti- 
ship missiles and from time to time misgiv- 
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ier 13 on economics. and 21 on oer 
subjects — 14 were on Timor. The Can- 
berra Times had 114 stories: 59 on politics, 
10 on the economy and 45 on other sub- 
jects — 10 were on Timor. The Australian 
carried 47 stories: 25 on politics, 15 on 
economics, the rest on other matters — 20 
were about Timor. 

One of the striking things about these 
figures is the tremendous interest still 
shown in Timor. Many Indonesians trying 
to understand this phenomenon have 
come to the conclusion that the Australian 
media is out to revenge five journalists 
who were allegedly killed by the Indone- 
sian forces during their military interven- 
tion in East Timor. 

Western-educated Indonesians are 
quite prepared to concede that the Aus- 
tralian press may have persisted in cover- 
ing Timor simply because it is a good story 


(eae 
Timor today: villagers learn Bahasa Indonesia. 


ings are expressed at the close military co- 
operation between the two countries. The 
debate is one which centres on an argu- 
ment about the most appropriate way to 
safeguard Australian defence: through 
standoff until mutual terms are agreed 
upon, or through cooperation in the hope 
of accumulating reservoirs of goodwill and 
eroding mutual suspicion. 

Officials here argue that the provision 
of Australian military equipment (princi- 
pally patrol boats and Nomad aircraft) to 
Indonesia is evidence of the latter and 
point out that the Irian Jaya mapping pro- 
ject, in which Australians are helping If- 
donesia, is evidence of the trust Indonesia 
extends to Australia. The Foreign Affairs 
Department, which is strongly criticised 
by anti-Indonesian elements within Aus- 
tralia, considers that while the Timor 
issue overshadows the whole relationship 
there would be difficulties even if the op- 
position groups agreed to recognise the 
Indonesian annexation. 

Peter Hastings, a senior foreign-affairs 
writer with the Sydney Morning Herald, 
and a man who was permitted to visit 
Timor along with former prime minister 


Dm 


on | from the media's point of view. East 


Timor has been ex 

this argument runs, and hence mein mate- 
rial for the brand of journalism prevailing 
in the West. Indonesians who take this 
view also say that government officials in 
charge of East Timor may have been over- 
reacting — largely because they can never 
forgive the foreign journalists who ex- 
posed their blunders in the territory both 
at the time of the military intervention and 
during the later famine. The whole gov-' 
ernment shares their anger at the foreign 
press, it is said, because of a marked ten- 
dency among Indonesian leaders to pro- 
tect one another. Some go on to maintain 
that the government's control of the press 
on issues such as Timor is counter-pro- 
ductive because people will lose faith in 
the local press and come to rely on say, 
Radio Australia’s Indonesian-language 
broadcasts for the real story. a 





Gough Whitlam earlier this year, went to 
Indonesia in 1981 to try to negotiate a n 
versal of what amounts to a ban on Aus- 
tralian journalists. He said at a seminar in 
Canberra late last year that after pro- 
tracted discussions with senior Indonesian 
Government officials he was told the re- 
turn of a permanent correspondent would 
be welcomed. 

Indonesia Information Minister Gen. 
Ali Murtopo told him, he said, “it would 
be a help if the man concerned could 
single-handedly represent The Age, 
Herald, AAP [the Australian Associated 
Press] and the ABC-Radio Australia in 
the interests of balanced reporting." 
Hastings concluded he did not expect tó 
see any improvement in Australia's press 
relations with Indonesia for a long time 


and perhaps not until the end of Suharto's - 


likely fourth term as president in 1988. 


The lack of understanding of how the ! 


media in Western countries operates has 
been a constant source ot friction and both 
Hastings and foreign-affairs officials say 
the main problem is the inability of the In- 
donesian Government to understand that 


the Australian Government cannot dic- - 


tate to Radio Australia, much less the Aus- 
tralian press. Radio Australia broadcasts 
to Indonesia in Bahasa Indonesia and has 


been accused by Jakarta of distorting news _ 
and especially of broadcasting reports, _ 


which the Indonesians say are false, of 
famine in East Timor. 


The issue-of famine has become a major _ 
focus in Australia for the arguments for — 
and against the annexation of East Timor. _ 


um. 


Leading the opposition, apart from the — 
Labor Party, are the major aid groups — 
which under their umbrella organisation, - 
the Australian Council for Overseas Aid, — 

constantly publicise food shortages there 
— the churches and Timorese settlers in 
Australia. Of the 200 submissions to the 
Senate inquiry only a handful are what 
could be called pro-Indonesian. The 
Foreign Affairs Department, in its sub- 
mission to the inquiry, said its assessment 


"is that no famine or general food crisis - 


exists or is impending." Whitlam and 
Hastings, who made a four-day helicopter 
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said most adverse storie about 
“by “stringers in Lisbon, 
: London and propagan- 
Australia," were. attributed to 
h sources" and went on to launch a 
ng attack on the Timorese who, he 
esent and lament the departure of 
uguese." 
itlam: made a major effort to repair 
ions with Indonesia when he became 
inister.and foreign minister in late 
Te nominated: Australian-Indone- 
ations as the top-priority foreign 
objective. The demise of the re- 
nship and the dismissal of Whitlam as 
me minister occurred within a day of 
other. E 










occupied with. the survival of his 
government and apparently hav- 
ndicated to.Jakarta that Canberra 
not object. to-an Indonesian mili- 
lement-of the strife which had 
d the departure of the Portuguese 

nor, Whitlam did nothing as the 
ion loomed. The incoming Fraser 
mment maintained an initial atti- 
of hostility -to the invasion but in 
1агу 1978 the then foreign minister 
drew Peacock announced the govern- 
s decided to accept East Timor as 
ndonesia:”. Indonesian control 
-territory .was- "effective and 
s all the major administrative centres 

itory," Peacock said. 

ve Australian TV journalists were 
in Timor during the 1975 armed ac- 
the press here hascontinued its emo- 
esponse to the issue. The National 
n July 1979 published. а long ac- 
of the Indonesian invasion, based 
tralian intelligence sources, which 

that Australia had prior warning 
vasion and could have taken steps 






























¿which still appear. periodically, 
iers indicating atrocities or other 
ations of human rights in Timor have 
.the issue alive and emotive. 

cott says his Senate committee will in- 
gate, human rights in Timor and at 
ient he is trying to determine whether 
1 committee members should travel 
or. It would be difficult to bring out 
le report on an area which had not 
een visited by the committee. If the 
materialises Scott is concerned about 
ing. only those things the [Indonesian] 


committee is due to report.in Sep- 
mber and it is bound to prove embarras- 
Ог the Fraser government, however 
its, recommendations might  ulti- 
y turn out to be. It is hard to see that 












port, be earl with the continued Te- | 


ustralian responsibility for the tragedy 
of East Timor needs to be understood 
in relation to the.role of the Indonesia 
lobby within the Australian Government, 
and of the conditions which have given 
this lobby its: dominant influence. This 
lobby includes a majority group of In- 
donesia specialists in the Foreign Affairs 
Department and some very senior figures 
of this department. It also includes In- 
donesia. watchers and former Indonesia 
watchers in other government depart- 
ments and among service officers, and 
people of similar. background in the 
academic and journalistic worlds. 

In using the word lobby for the group 1 
do not mean to imply crude orsimply ma- 
terial interest. The group is held together 
by a common outlook and ethos rather 
than material interests. Its members’ oùt- 
look is a coherent one. Mostof them have 
genuine affection for Indonesia and its 
people. And their concern to combat ra- 
cism in Australia is idealistic. Moreover, 
there are men of very great ability: among 








Lam not concerned to denigrate: the 
members of this group. Some of them are 
my friends. But I believe that they are in- 
sensitive. to some crucial aspects of con- 
temporary Indonesian reality. Their out- 
look is rooted in a particular set of 1960s - 
experiences — basically a perception of 
the later Sukarno years as disastrous and 
of President Suharto’s accession to power 
as а godsend. And it is rooted in a set of 
elitist and Jakarta-centric misperceptions 
of whathas been happening in Indonesian 
society in the past 10 years.. 

How does one account for the influence 
of these men and this distinctive cast of 
mind, whose contribution has been so ini- 
portant in the fashioning of policies on 
East Timor? One part of the explanation 
relates to certain traditions in the ways the. 
Australian. Embassy in Jakarta conducts 
its business. Ever since the late 1960s, the 
senior personnel of the embassy have en- 
jeyed closé and highly valued relation- 
ships with Jusuf Wanandi and Harry Tjan 
Silalahi, two exceedingly able and person- 
able brains-trusters of the. Indonesian 
Government, who are central figures of 
the Centre for Strategic and International 
Stüdies (CSIS) and key aides to generals 
Ali Murtopo and Benny; Murdani, and 
who have fully considered views on how 
Australian- Indonesian relations should be 


: the journalists to try to flee. Such’ 


These two Indonesians have been ex- 
ceedingly helpful to Australian diplomats 
in getting doors opened and messages 
transmitted to the highest levels of gov- 
ernment. And they have had a powerful 
influence on the way a long line of Austra- 
n | lian officials has viewed the problems of 

: ee and of. Australian- aoe 

















her officials to yel ; 
between. two neigh- 
rply contrasting his- 

ground and levels: 
of material pment requires the gov- 
ernment of each side to take active steps to 
check such popular pressures as are likely 
to destabilise the relationship. 

But why have so many senior Austra- 
lian officials been prepared to adopt this 
philosophy — which puts a heavy obliga- 
tion on Australian governments to man- 
age public opinion? The answer is partly 
historical, its roots in-the Australian-In- 
donesian relationship of the early 1960s. 
In that period Australian diplomats were: 
not only-frightened by Sukarno's leftism 






























In this article, an. Australian academic 
takes a critical look at Australian-Indo- 
nesian relations. Dr Herbert Feith, read- 
er in politics at Monash University, Mel- 
bourne, has. an interest in Indonesia 
which dates from the 1950s and is the 
author of The Declíne of Constitutional 
Democracy in Indonesia and numerous 
articles on contemporary. Indonesian 
politics. As such, he is not — like some 
Australian critics — unfamiliar with the 
topic under discussion. The article is © 
extracted from a submission he made - 
recently to the Australian Senate in- 
quiry into East Timor. | 

апа TAE sabre-rattling. They were 
also worried by the panic they saw in 
Australian media and public responses to’ 
Sukarno. The lesson they-drew and:con- - 
tinue to draw is that Australian. policy 
must guard against the possibility of a situ: 
ation arising once more in. which tradi- ' 
tional Australian fears of yellow and Red 
hordes descending from the north are 
reawakened. 

However, a further condition needs to 
be considered if we are to account for the 
centrality-of this lesson as am element in 
the Indonesia lobby's thinking, and its 
continuing importance to the present time 
— in the face of evidence that racist fears 
have become markedly less important in 
Australian perceptions of the external en- 
vironment. This is the fact that diplomats, 
like military men, are trained tó view the 
world in state-centric ways. 

This means that they tend to identify 
with the perspectives of state. managers in 
the countries. in they are stationed. 
























me. E 


Sukarno and Suharto: from disaster to godsend? 


“unrealistic ideological posturing” of 
counter-elites and leaders of social move- 
ments. They are often either cynical or ap- 
prehensive about popular movements, 
even where these are manifestly creative 
and culturally authentic. 

A final factor that deserves considera- 
tion when one is trying to account for the 
influence of the Indonesia lobby's think- 
ing on Australian policy in relation to In- 
donesia is the fact that non-governmental 


groups have had very little say in the shap- | 


ing of that policy. 


Ww the exception of some Amnesty 
and church pressures on the Indone- 
sian political prisoners issue before 1977, 
and business groups associated with the 
Australian-Indonesian Business Coopera- 
tion Committee, non-governmental groups 
in Australia have exercised little influence 
on most aspects of Indonesia policy. Such 
groups have certainly been effective in 
keeping the East Timor issue alive, But 
non-governmental concern on other as- 
pects of Australian-Indonesian relations 
has been slight. 

Indonesian visitors frequently say — 
and the complaint comes as often from 
anti-Suharto people as from supporters of 
the government —that Australians see In- 
donesia through the prism of East Timor. 
I believe they are right. Now the logic of 
the Indonesia lobby's thinking would have 
us take comfort from the fact that pres- 
sures from non-governmental groups in 
Australia are few (except on East Timor). 
According to this logic the deterioration 
of Australian-Indonesian relations since 
1975 has resulted from “all that yelling and 
screaming about East Timor” by the press 
and by church and aid groups in Australia. 

My own view is that Australian-Indone- 
sian relations would probably be better if 
the non-governmental input into our In- 
donesia policies were greater, if the state- 
to-state dimension of relations between 
our two countries were more heavily influ- 
enced by persons involved in people-to- 
people relationships. I am thinking not 
only of people from church and aid 
groups, universities and the media but 
also of Australians who have lived in In- 
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donesia, Australians with Indonesian 
spouses and Indonesians who have lived 
in Australia a long time. All of these are 
people whose interest is in the long-term 
aspect of good relations between the two 
countries, 

Ironically, the Realpolitik orientation 
of the Indonesia lobby, its members' wil- 
lingness to ignore violations of human 
rights and self-determination principles in 
the cause of Australia's long-term interest 
in keeping good relations with Indonesia. 
has failed on its own terms. 

I believe that the cause of fashioning 
good relations between Australia and In- 
donesia on a long-term basis would be 
greatly helped by parliament playing a 
more active role. Greatly as I welcome the 
Senate's initiative in conducting the pre- 
sent East Timor inquiry, I would be even 
happier if a similar inquiry меге con- 
ducted into the broader matter of Austra- 
lian-Indonesian relations. 





Perform now, _ 


poll later 


Ershad lets local government . 3 


bodies continue in office 
until next year 


By S. Kamaluddin 

Dacca: The four-month-old military gov- 

ernment took two important decisions last 

week to gain more time to work out the 

measures to decentralise the administra- 

tion promised by Licut-Gen. H. M. Er- 

shad soon after he took over power 

(REVIEW, May 7). First, the government 

asked the 4,472 union parishads. the vil- 

lage-level committees which form the low- 
est tier of administration, to continue in 

office until the next elections due some 

time next year. In another decision the in- 
stitution of gram sarkar — or village gov- 

ernment — established by former presi- 

dent Ziaur Rahman in 1980 was abolished 

and its functions transferred to the union 

parishads. 

The first decision has freed the govern- 
ment from the difficult task of selecting 
some 45,000 members for the village 
bodies whose five-year term had finished 
in February amid widespread allegations 
of corruption and mismanagement among 
their members. The abolition of gram sar- 
kars will strengthen the union parishads 
and end the problems of village adminis- 
tration resulting from confrontation be- 
tween the two bodies. 

Soon after taking over power in late 
March, the military administration de- 
cided to keep controversial and politically 


affiliated people out of village bodies. But 


Australia is a big, safe, friendly and 
profitable country for investors — 
now is the time to beat 
the next boom. 


Dalco Financial Services present: 


"AUSTRALIAN INVESTMENT SEMINAR 1982" 
Sydney Hilton Hotel - October 24-29, 1982 
Featuring 15 top International and Australian experts on a wide range of essential subjects 


for investors. 


Attendance is a must for prospective immigrant/investors. 
Deadline for Registration/Reservation ~ August 15th. 


со! f the 


Please send me pies оі 
AUSTRALIAN INVESTMENT SEMINAR OCTOBER 1982 brochure. 


Name ... 


Address 
No. of Persons in my party o 
1 am primarily interested in sessions concerning 


Return to: 
Australian Seminar Co-ordinator, 261 George Street 


Sydney, N.5.W. Australia 2000; Tel. (02) 27 7681 Tix. AA71488 
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lr REVIEW that the idea of dissolving 
| them and ‘selecting their members was 
3 abandoned as it was felt that it might not 
bring about any qualitative improvement 
H because of manipulation and local-level 
influence peddling at the time of selection. 
|. It became clear that the basic idea of the 
С exercise was going to be frustrated, he 
V added. , 
Я "After all," he said, 
. government ordinance of 1976, the gov- 
S ernment can suspend, remove and super- 
- sede any [parishad] member or chairman 
- for any alleged corruption or mismanage- 
ment and appoint fa government] ad- 
~ ministrator." The provisions of this ordi- 
| nance would be needed to purge corrupt 
Enters. Rahman said. 
= The administrative reorganisation com- 
mittee appointed by the military govern- 
5 ment submitted its report to Ershad, who 
Ў is the chief martial-law administrator, 
— with a strong recommendation to hold 
J . elections for all local bodies as soon as 
ible. The three-tier local bodies are: 
Ж “Zilla (or district) parishads, thana (or 
E town) parishads and the union parishads. 


"under the local 


a 


2 










CN e thrust of the rural-oriented Ershad 
ў M government is to make the thana, under 
` which eight-10 union parishads are grouped, 
Я - the basic administrative unit. While union 
| parishad elections have been held twice 
y since independence in December 1971, no 
Е elections for district bodies have been 


A parishad i is headed by the sub-divisional 
2 сег, а bureaucrat, while the chairmen 
f of all the union parishads under its juris- 
diction and other thana-based govern- 
- ment officers become ex-officio members. 
T "However, under the new system, the 
= thana and zilla parishad chairmen would 
| be elected. 
The elected chairmen of thana and 
Binion parishads will also become mem- 
- bers of the parishads one level higher. 
— While the district and thana-level govern- 
| ment officials will become ex-officio mem- 
- bers of their respective parishads to keep 
3 _ the members informed about various gov- 
.. ermental development activities, they 
5 will have no voting rights. The union 
. parishads, therefore, would become in- 
P: creasingly important in the initiation and 
- implementation of local projects. 
Meanwhile, the government's initiative 
- in discussing the reforms in local bodies 
- with former politicians has fuelled specu- 
lation that the authorities were thinking of 
allowing political parties to start function- 
ing again. Ershad said in a press interview 
in New York recently that it would be 
ИК? years before a general election is 
held. While Rahman confirmed that the 
country's electoral process would begin 
| with the union parishad polls next year, no 
. definite election schedule has yet been 
drawn up. Another highly placed source 
told the REVIEW that political parties 
would not be allowed to take part in 
parishad elections next year. When they 
are allowed to operate openly, the parties 
would be confined to general elections. f 
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ustralian Prime Minister Malcolm 

Fraser will still be rubbing his hands 
with satisfaction over the re-election of 
Queenslander Bill Hayden as leader of 
the Aussie Labor Party, which has ruled 
in Canberra for only three of the past 33 
years. Hayden — with sullen leftist back- 
ing — beat the up-and-coming Bob 
Hawke (from South Australia) by 
only five votes. (A pity — Hawke would 
have got my vote as an expatriate Au- 
ssie.) 

So Australia can now expect an early 
general election before the end of this 
year as Fraser studies the public opinion 
polls which show that Hawke is easily 
Australia's most popular politician while 
Hayden has flopped far below Fraser. 

The next election is not due until the 
end of 1983 and Fraser now knows that 
the division in Labor will give him a bet- 
ter chance to ride in quickly on the de- 
feated back of Bob Hawke — or so my 
Aussie barefoot agents agree. But let's 
not knock Hayden too hard. At 49, he is 
three years younger than Hawke and has 
led Labor in opposition since 1977. Re- 
cently he has reformed party policy on 
home and international fronts, though 
he is still far to the Left. 

He trampled stupid Labor moves to 
dump the Anzus pact, to prevent visits to 
Australian ports by United States war- 
ships and to become a 
boomerang-throwing ally 
of the non-aligned Third 
World. He also slapped 
down a campaign by 
feminist lefties to permit 
abortion on personal de- 
mand. 

Hawke, who presided 
over the A Australian 
Council of Trade Unions 
(ACTU) for 10 years, has 
been an MP for only two 
years. He had unchal- 
lenged success in healing 
industrial disputes and 
knows how to handle 
commy unions — “Shove 
'em in the gutter and tram- 
ple on 'em before they try 
to do that to you!" Even- 
tually he should push the 
Labor Party to success up 
the middle road — even 
right-of-centre. 

"Many Australians are 
suffering very badly," he 
said recently. “The over- 
whelming obligation on 
the Labor Party and its 
constituent parts is to en- 
sure it puts itself into 
power so that we can im- 
prove the lot of those 
people and advance Au- 
stralia fair." Hawke scores 





Hawke: appealing image. ” 









“HUGHES 
di vec ACCES CER CEA M 


personally over Hayden and politically 
over Fraser by his superior charisma — 
that abominable word! — on TV and 
radio interviews. 

"Hawke's appeal is based on two 
things — the image he developed as 
ACTU president of being the one Aus- 
tralian who can be trusted to settle dis- 
putes and his raspingly eloquent appeal 
on TV,” according to my Canberra col- 
league, Peter Costigan. “His politics are 
perceived as being moderate. Few Aus- 
tralians would worry that as prime minis- 
ter, Hawke would do anything stupid in 
foreign affairs or attempt. any radical 
changes domestically." Hawke also travels 
widely and wants to promote Australian 
ties with Asia and especially with Peking. 

So Fraser (52) can certainly use his 
lucky reprieve to push the next elections 
ahead as recluse Hayden remains in al- 
leged command of the Labor opposition. 

Concurrently, Australia is confronted 
with a strange challenge to its beef-ex- 
porting industry. Next month, represen- 
tatives of 50,000 Aussie cattlemen will 
meet in conference in San Francisco with 
counterparts from New Zealand, 
Canada and the US. The vital issue: why 
are European countries now selling in- 
stead of buying beef? 

It seems that the European Economic 
Community (EEC), a top importer of 
beef in 1978, became the 
world’s second largest ex- 
porter last year, with new 
subsidy levels and surplus 
agricultural ' production. 
"This EEC production is 
disrupting world trade and 
threatening traditional 
Aussie markets," Austra- 
lian meat boss Andrew 
Robb complained. “Aus- 
tralia tried vainly to inves- 
tigate ways of lobbying the 
EEC to moderation last 
year. Now we have strong 
allies.” Perhaps they re- 
ckon that Hawke would 
handle the problem more 
toughly than -one-time 
farmer Fraser. >. 

On a different — and 
strangely un-Aussie — 
front, Fraser hàs just com- 
missioned two Australian 
eggheads to write histories 
of the Australian people 
and the Australian parlia- 
ment, to be published for 
the bicentenary- celebra- 
tions at the inauguration 
of the new Parliament 
House in Canberra in 
1988. Will Hawke, 
Hayden or — improbably 
— Fraser then be prime 
minister? 
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World's No. 1 loader/backhoe 


Ауга 


Your suggestions оп the type of equipment you 
wanted initiated a quarter-century of loader 
backhoe "Firsts." Twenty-five years ago, Case was 
the first major construction equipment company to 
design and manufacture the complete tractor, load- 
er and backhoe combination. And here are just a few 
of the outstanding Case innovations that followed: 

© hydraulic telescoping Extendahoe" ; 

@ over-center backhoe; 

@ torque converter; 

@ loader power linkage; 

@ 4-in-1* multi-purpose bucket; 

@ 4-wheel drive — years ahead of competition! 


These "Firsts" are some of the reasons why 

1 of every 3 loader-backhoes bought worldwide 
is a Case. We will continue to listen to your sug- 
gestions and to respond with more innovations to 
help you stay competitive. 

Dig with the leader. Contact Asian Representative 
Office, 12th Floor, Yen San Bldg., 268 Orchard 


Road, Singapore 9, Republic of Singapore. 
Telex: SINGAPORE RS 23154. 


JI Case 


A Tenneco Company 


Case thinks of everythinc 


Gast 
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In Manila, Philippine Plaza 
Zh d 





In Seoul, The Westin Chosun 


WESTIN HOTELS 


Asia 





I Don! leave home without it. 














If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong 













` Singa Song to Jenny Next by Lawrence 
Gardella. E. P. Dutton, New York. 
* 706$13.50: : 


: THIS book sets out to:do two important 

` things. First, itis meant-to be an expose of 

"gs covert United States militaryaction in 

` China in 1952 when six US Marines were 

allegedly forced to participate in a deadly 

г. mission. Their objective was to destroy an 

г atomic research laboratory complex deep 

|; beneath the Sungari Reservoir. in. the 

“northeast of China, today's Jilin province. 

This.allegediy took place in May 1952. 

2 Secondly, the book is meant asa narrative 

оѓ struggle, adventure-and war. with all its 
inherent deceits, especially secret war. 

u Lawrence ` Gardella joined. the "US 

Marine Corps in 1952 at the age of 17. His 

whole life seemed to have revolved round 


guns and the idea of being a marine. Не 


was a young man ready to give his entire 
life to the service. So keen. was he, in fact, 





enlistment papers by omitting the fact that 
he had suffered from asttima as a child. 
Found out after having only just come 









.. dut of boot camp, the young Gardella was | s 
: faced with. the awful possibility. that he: 


ld be discharged. Instead he was 
d ifhe would consider “helping” some 


only too anxious. to stay in the Marine 
Corps, agreed, and hiis brief life 
ing and adventure began. If Gar 


кз 


count of the Sungari Reservoir exploit is | 


true (though there is no proof yet be 
liis word for it), this was an awful night- 
mare of killing: 


_ From the moment that Gardella agreed: | 


to that “something,” his life and the lives. 
of буе similar “volunteer” marines 
changed dramatically. They were virtually 
held. prisoner by their own people. to be 
trained for a mission which none of them 
„Would know anything about until the very 
last. moment. Their two-week training 
programme included everything from 
battles to weapons training with 
iet M43-PPS43 machineguns. Accord- 
5» ing to: individual testimony each marine 
-. believed thatif he took part in this mission 
» then an offence he had committed would 
bé.overlooked. As the whole thing pro- 
gressed the idea that they were never 
neant to.come out of it alive crept slowly 
о each man's mind. 
| Lieut Kenneth Francis Damon led the 
.team (Robert “Gunny” Masters, Mike 





















... della) onits disastrous mission. Four men 
© меге killed in action, one (Masters) re- 

«mained: in China and only Gardella re- 
turned. Parachuted into China af Hun- 





ey were met by the first of many improb- 


Tell it 





Хо get into the marines that he falsified his | 


‘people get round a problem. Gardella, 






Holden, J. Е. White, Jake Craig and Gar-- 


i un in Jilin province on- May 9; 1952, ; 





` AUTOBIOGRAPHY 


able characters, a Scotsman who had been 
living in China for 17 years and who had 
strong Kuomintang sympathies. Scotty, as 
he was immediately called by the marines, 
seemed to know.more about their mission 
than they did, and indeed this was so, А 
forced march of some 175 miles took them 
to thé Sungari Reservoir — their objec- 
tive. ' 

By the fifth day there and within the 
first 50 pages of the book there has been so 
much blood and killing that one is forced 
to doubt the veracity of the tale — but 
Gardella's laboured prose makes for very 
dull reading. For the next 190 pages there 
is a flood of action scenes and near-impos- 
sible characters. = 

st important is- Dragon Lady (so 
med because in Gardella's eyes she re- 
minds him of the. Dragon Lady in the 
«comic strip Terry and the Pirates), for she 
_ leads the survivors on a 1,000-mile, 22-day | 
escape to the seaport of Lianyun where 
Gardella and Masters will be picked up by 
| an American submarine, ап experience or 
| father the beginning of an experience 





















an who turns up at the od 

гапа Audy, an Australian who neve 
back home after the war. Their trek from 
Mongolia .to..Peking, to Dongping and 
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Ways of Escape by Graham Greene. 
Penguin. £1.50 (US$2.60). 


THE second volume of Graham Greene's 
autobiography, now out in paperback, + 
makes a rather odd read. It is part rernini- ; 
scence, part commentary on his own ear- 
lier books and part socio-political history. 
And it is written in a rather hard-to-read 
semi-chatty style; very different from that 
of his novels and “entertainments.” But it 
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Boshan in Shandong province an 
to Lianyun in Jiangsu province is a 
ing. Uu es 
The book raises many ques 
the two most important are obv 
the Sungari mission tak 
was there an intelligence с 
ficial sources contacted in 
verify items mentioned by Ga 
died of leukaemia on Februa 
which he thought was the тези 
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other marines mentioned. TF 






























for medical reasons. Garde 
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Harry Truman, who alleged 
della promise never to reve 
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said they met: There also is.ino.proo 
Gardella ever had twin sons. 
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| was ever traced. No one was evi 
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military has the task of proving 
operation did not happen. It woul 
that there is a stalemate. ` 
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Greene is interesting also on 
side — how his books came t 
and, in some cases, who his; 
were based on — and on his esi 
film critic, when he was su ed 
by Shirley Temple and: 20th € 
Fox. -, A 

But it is the extracts from tais n 
and diaries of the time whict i aret 
fascinating: these cover, ‘among 
things, Indochina and Male ya: 
moving of all possibly are his 
counts of his days as an air-raid wa 
London blitz before 
own. as ги intelligi 
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Thailand hopes energy exports will help balance its books 


A gas-for-cash drive 


By Paisal Sricharatchanya 
Bangkok: The recent decision by the Thai 


- cabinet to permit liquefied natural gas 


(LNG) exports, after several months of 
delay, could have far-reaching implica- 
tions for irnproving Thailand's deteriorat- 
ing balance-of-payments. position, How- 


| ever. further delay is expected before the | 
` government green light is translated into 
pes 

y А Р 
p _thorities formulate detailed regulations in 
— an effort to reap maximum returns from 


rd foreign-exchange earnings as au- 


ап expected gas bonanza. 
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The cabinet decision on July 13, which 
came two weeks after recommendations 
by a high-level committee on gas exports 
chaired by Prime Minister Prem Tin- 
sulanond, wis apparently based mainly on 
the scheme's strong potential for earning 
much-needed foreign exchange: a two- 
train LNG production complex capable of 
producing about 3 million tonnes of LNG 
a year would stand to earn USSI billion 
annually, or almost 40% of the projected 


— Baht 60 billion (US$2.6 billion) trade de- 


ficit this vear. 
The two-train LNG complex is envis- 


— aged by the project's original promoter, а 


ow 


E joint venture between Dallas- 
ased Texas Pacific — one of two United 
States-loased petroleum firms with major 
offshore gas discoveries — and the 
Bangkok-based PSA group of companies, 


- headed by Thai businessman Paul Sitthi- 


Є 


Amnuai , which is involved in finance, ser- 
vices ancl manufacturing. 

Requiring about 580 million cu. ft a day 
of natural gas (including 80 million cu. ft 
as fuel), ihe export project is unlikely to 

- disrupt ga s development for domestic con- 
sumption ,given Thailand's substantial es- 
timated gias reserves: Texas Pacific has 
about 7.1 trillion cu. ft of probable re- 
serves in just one structure, while the 
wholly ow ned Thai subsidiary of US- 
based Unicon Oil is said to have about 7 
trillion cu. ft of probable reserves in six 
structures; both companies have poten- 
tially much | greater reserves in unexplored 
concession areas, government and com- 
pany officia. Is have said. However, uncer- 
tainty has bi sen voiced recently over just 
how large the reserves might be; it is 
thought in so me circles that they may have 
been overestimated. 

While Union Oil has concluded two gas- 
sale contracts with the Thai Government 
(production uinder the first of which has 
been on streai n since last October though 
not at output levels originally contracted 
for), Texas Pa cific has failed to clinch an 
agreement on gas pricing after several 
years of negoti ations; instead, it appears 
to have persuacled the government that it 





should be allowed to export gas, on the 
understanding that the total 550-650 mil- 
lion cu. ft daily supply under Union Oil's 
two sales agreements beginning in 1986 
will. be sufficient to meet Thailand's 
domestic needs in the foreseeable future. 
(When Texas Pacific's talks with the gov- 
ernment on domestic pricing last broke 
down in mid-198], it was demanding 
US$2.50 per 1,000 BTU of gas while the 








government was offering US$1.71. How- 
ever, Texas Pacific neither threatened nor 
apparently intended to pull out of Thai- 
land; indeed, while pricing talks dragged 
on the company spent more than US$125 
million-on fresh test drilling.) 

Industry analysts said; the foreign-ex- 
change benefits of an export scheme — re- 
portedly backed by the finance and indus- 
try ministries as well as the state oil trading 
firm, the Petroleum Au- 
thority of Thailand — ap- 
parently outweighed the 
arguments. of,- among 
others, the policymaking 
National Economic. and 


Social Development 
Board which contends 
that «gas should be 


gradually. developed for 
the enrichment of the 
domestic economy rather 
than quickly exploited for 
export earnings. 


he. government  go- 

ahead, generally seen 
as long overdue, 
was cautiously welcomed 
by private businessmen. 
Before it was finalised, the 
painstakingly slow pace at 
which the various energy- 
related official bodies de- 
bated the pros and cons of 
an export scheme led to 
fears in private quarters that the LNG pro- 
ject might lose viability in the wake of ex- 
panded and new facilities in neighbouring 
Malaysia and Indonesia, which will be 
largely competing for the same export 
markets in Japan and South Korea. (Ex- 
port outlets are necessarily restricted to 
these two countries because of their pro- 
ximity and thus lower transportation 
costs. Thai gas is both relatively expensive 
to bring onshore, because of distance, and 
relatively low in calorific content. These 
factors, combined with high. transport 
costs, limit its longer-range export poten- 
tial, particularly — given ғ depressed 
worldwide demand for energy.) 

Indeed, so urgent has the situation 
seemed to the PSA group that it attemp- 
ted to pressure the government into 
finalising export contracts and other ar- 
rangements by setting a February 1983 
deadline for the promulgation, of clear 
rules. Given the government's approval in 
principle, the key factor now is how long it 
will take for rules to be adopted: and con- 
tractors brought in to undertake construc- 
tion of the facilities needed. ne 


JULY 30, 1982 e FAR EASTERN ECONOMIC REVIEW 





Under the proposed joint-venture for- 
mula (a formal agreement for which has 
yet to be signed), Texas Pacifie will be re- 
sponsible for the upstreamysector. involv- 
ing gasfield development and the erection 
of up to 10 production platforms costing 
roughly USS1.5 billion, while PSA will 
handle the downstream sector including 
the liquefaction plant and marketing, in- 
volving up to US$1.2 billion in the con- 
struction of the two-train LNG plant and 
up to US$1 billion for shipping facilities. 
PSA is keeping the option open for Texas 
Pacific, the Thai Government and other 
private groups as potential partners in the 
downstream sector. If approved, the pro- 
jected ceiling of US$3.7 billion investment 
in this project will represent the largest 
single industrial venture in Thailand's his- 
tory. 

The government's decision to allow gas 
exports, however, does not necessarily 
mean that PSA and Texas Pacific will 
jointly undertake the LNG project. Texas 
Pacific, as concessionaire of the gasfields, 
will definitely develop the upstream sec- 
tor, but its role theoretically ends once it 
sells the natural gas to whichever group or 
groups meet government requirements 
and are chosen to develop the 
downstream end. 

So far, several Japanese and South Ko- 
rean groups have separately submitted 
proposals to the government to undertake 
the liquefaction and marketing aspects 
and indications point to keen competition 
once official guidelines on the size of the 
LNG plant plus other details are worked 
out. Informed sources told the REVIEW 
these groups have made informal inquiries 
with Texas Pacific over its gas reserves 
with the apparent intention of striking 
downstream arrangements. “In any case, 
competition will be intense,” said one 
source, 

Although Texas Pacific has so far de- 
clined any official comment after the 
cabinet decision (apart from underlining 
its position as’a seller of gas to any group 
prepared to pay the right well-head price), 
industry observers noted that the Ameri- 
can firm would probably prefer to deal 
with such local interests as the PSA group. 
A formal agreement signed last year for 
the two parties to exchange information 
aside, their tentative joint-venture plan 
further enhances PSA's ability to clinch 
the LNG deal. PSA would probably then 
team up with Japanese interests to ensure 
the project's marketing viability. 

Meanwhile, the government is expected 
to set up a new agency shortly, initially to 
map out the basic ground rules and later to 
assume the permanent role of regulating 
gas exports. The new body is also ex- 
pected to review parts of the current pe- 
troleum law which accords the govern- 
ment a 50% royalty plus a 12.5% profit- 
sharing Scheme from the petroleum busi- 
ness and:to work out ways by which the 
government may extract maximum re- 
venues from gas exports. [г] 


FAR EASTERN ECONOMIC REVIEW e JULY 30, 1982 


Alfa Romeo chairman Ettore Massacesi and Ishihara agree the Naples deal signs of change. 





INDUSTRY 


Just ticking over 


After three years of sometimes excited talk, Nissan's 
plans for a car plant in Britain lose lustre 


By Daniel Nelson 

London: Nissan Motor Co.'s decision on 
whether to build a £500 million (US$877 
million), 200,000 vehicles-a-year car plant 
in Britain has been postponed “because of 
the increasingly uncertain outlook for the 
world economy and the motor industry," 
executive vice-president Masataka 
Okuma announced in London. He told a 
news conference on July 24 that “impor- 
tant aspects" of the project, potentially 
the biggest-ever Japanese investment in 
Britain, remained to be settled but “a 
broad measure of agreement" had been 
reached with the British Government. 
However, Nissan executives appear in- 
creasingly disenchanted with the project. 

Hal Miller, joint chairman of the House 
of Commons motor-industry group, be- 
lieves that “Nissan has been filling time by 
arguing about local content but has in fact 
re-phased the project within its overall in- 
vestment programme." Nissan president 
Takashi Ishihara was quoted as saying: 
"There is a strong opinion within our com- 
pany that the project is very risky. We can- 
not push for a project for which we cannot 
obtain a company consensus. " 

According to company sources, Ishi- 
hara favours keeping the project in the 
pending tray rather than announcing an 
outright rejection which might annoy the 
British Government. For similar reasons, 
Japan's Ministry of International Trade 
and Industry (Miti) has been lobbying in 
favour of the scheme. Miti officials are 
concerned that cancellation will harden 
British Prime Minister Margaret That- 
cher's line during her September visit to 
Tokyo, which will be dominated by trade 
issues. 

A possible compromise has emerged in 








the past few weeks with hints by former 
British transport minister Lord Marsh, ad- 
viser to Nissan in Britain, that the com- 
pany might be interested in a plant with a 
capacity of fewer than the 200,000 cars a 
year originally envisaged. 

For Tokyo, the viability of the project is 
closely linked to the whole question of Ja- 
panese car exports to Western Europe, 
which are restricted by a policy euphemis- 
tically known as “prudent marketing" or 
"voluntary restraint." Voluntary is a slight 
misnomer, for the policy hinges on a 
threat to Japanese manufacturers that if 
they fail to curb exports, even stricter re- 
straints will be imposed on them. 

The degree of prudence required of the 
Japanese varies among the European 
Economic Community countries, France 
restricts Japanese cars to 3% of its mar- 
ket; Britain's Society of Motor Man- 
ufacturers and Traders (SMMT) holds the 
line at 11%. (The SMMT agreement with 
the Japan Automobile Manufacturers 
Association — Jama — is renewed annu- 
ally, always accompanied by declarations 
about the importance of free trade.) 


B: as the Japanese will no doubt point 
out when the issue is raised during 
Thatcher's visit to Tokyo, the beneficiary 
of this policy is not Britain's state-sub- 
sidised car manufacturer BL, but other 
West European car makers who have 
stepped in where the Japanese are not al- 
lowed to tread. 

Datsun UK chairman Octav Botnar de- 
nies that Japan poses the main car-import- 
ing threat to Britain or that restraining 
Japan is the most effective way of helping 
the British motor industry. "Nothing 
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could be further from the truth", he says. 





3 -gates from Europe are open 
Miles, competition from Japan to 
keep them in check, the EEC manufactur- 
ers can destroy what is left of the British 
motor in hv ote کی‎ their profits 
by selling cars in Britain, not by making 


cars in Britain." That is true, though the 
SMMT points out that imported Euro- 
pean vehicles contain more British com- 
ponents than do their Japanese counter- 


parts. 

Whatever the rights and wrongs of the 
situation, there is little chance that it will 
be eased in the near future. One option for 
the Japanese is to establish a plant behind 
the barricades. Japanese car sales to 
Europe are mostly confined to direct ex- 

yorts, though there are a few signs of 
change: a Nissan deal with Alfa Romeo of 
I to vehicles using Nissan 
panels and Alfa running gear; Nissan's 
venture in Spain, building four-wheel- 
drive vehicles through its 36% stake in 
Motor Iberia; BL's manufacture of the 
Acclaim under licence from Honda and 
BL-Honda cooperation on the design, and 
production of an “executive” car, a sector 
of the market Honda is anxious to enter. 
BL also expects to sign an agreement soon 
on the manufacture of four-wheel-drive 
cars at its Land Rover assembly plant in 
southern Spain under licence from 
i 


No one is more keenly aware of the po- 
tential importance of ducking under the 
import barriers than Nissan, for Ishihara is 
also president of Jama. Not surprisingly, 
therefore, Nissan responded positively to 
Thatcher's decision, immediately after 
her election victory in 1979, to seek Japan- 
ese investment in a car-manufacturing 
plant in Britain. She called it "Operation 
Quicksilver." Senior Industry Depart- 
ment officials were sent to Tokyo to in- 
itiate talks. The rationale of the exercise 
was that a major Japanese investment 
would be seen as an endorsement of the 

ernment's economic strategy, would 
help offset the imbalance in Anglo-Japan- 
ese trade and would boost the administra- 
tion's “inward investment" drive. The 
4,500 jobs from the Nissan plant would al- 
most equal the 4,924 jobs derived from all 
last year's inward investments. 

At the time, in the words of a member 
of the House of Commons motor industry 
group, "Mrs Thatcher was also consider- 
ing the option of refusing to give more 
state funds to the ailing BL, forcing it to 
close and replacing it with a decent, mod- 
ern, streamlined plant in which the direc- 
tors would sit down with the workers in 
the same canteen." 

Because of the British Government's 
enthusiasm, and with five regional coun- 
cils competing with each other to provide 
a site for the plant, there seemed a strong 
possibility that Nissan could obtain advan- 
tageous terms. Nevertheless, reports from 
Tokyo have indicated a lack of unanimity 
from the outset. 

Some Nissan executives reportedly ar- 
gued that it would be better to concentrate 
activities in the United States market, 
where main competitor Toyota is at an ad- 


vanced stage of talks with General Motors 
on a joint venture and where it might 
prove easier to transplant Japanese pro- 
duction methods and labour relations. 
Last June, when a stream of reports 
from Tokyo appeared to be preparing the 
ground for a Nissan withdrawal, even 
Okuma referred in an interview to the spe- 
cial difficulties which set British workers 
apart from those in Nissan's Mexican and 
Australian assembly operations. The 
Thatcher government itself, in further- 
ance of its campaign to curtail trade union 
power, stressed that industrial relations 
would be a key factor in the deal. That is 
untrue, say sources close to the negotia- 
tions. The key factors in the talks have 
been local content — how much of the car 
will be made from British parts — and the 
size of the government subsidy for the es- 
tablishment of the plant. The second point 
is relatively straightforward. The going 





rate for grants is about 30% of capital ex- 
penditure. Nissan has been pressing for 
40%, and holding out the possibility of 
concessions on local content in return. 


Confederation of British Industry (CBI) 

spokesman told the REVIEW that "if 
Nissan comes to this country we would 
want to know that there would be a high 
level of local components to ensure that 
the investment provided a net benefit to 
the British economy and that a good prop- 
ortion of the cars were intended for ex- 
port." The CBI is looking for a local-con- 
tent figure of “at least 60%" but as was 
shown in the recent incidents in Italy over 
the BL Acclaim, everything depends. on 
how the figure is assessed. : 

(Earlier this year, Italian officials held 
up imports of the Acclaim, arguing that it 
was a Japanese car. Italy admits only 2,000 
Japanese cars a year; ironically, this stems 
from a mutual agreement made in 1950 
when Japan was worried that Italian 
manufacturing facilities in alliance with 
US capital and technology would over- 
whelm the Japanese market.) 

The British Government countered by 


arguing that the Treaty of Rome (under 
ich the EEC was established) states 
that products incorporating foreign-made 











components qualify as EEC manufactures 
if the “last sub live manufacturing pro- 
cess” takes inan EEC country. 

For its part, BL argued that the Acclaim 
is 70% British. ‘Some industry engineers 
contend, however, that only about 20% of 
the parts are British, with the local content 
being made up from all other costs includ- 


ing administrative overheads and BL's 
profit margin. ~ 

The row alarmed Nissan and illustrated 
the volatility surrounding all aspects of Ja- 
panese imports into Europe. Intra-Euro- 
pean arguments over definitions of local 
content are a factor which must be taken 
into account by any Japanese car man- 
ufacturer considering a deal with the 
EEC. Further alarm bells rang in the Nis- 
san boardroom when complaints surfaced 
in Britain about plans by Mitsubishi’s Aus- 
tralian subsidiary to export 12,000 cars a 
year to Britain. Australia insists on 85% 
Australian content. The SMMT’s state- 


| ment that if Australian-made cars were 


imported in some volume, “we will be 
looking again to whether it is fair for Bri- 
tain to remain the soft market for cars 
from highly-protected markets,” referred 
to Australia’s high import duties on cars. 
But British concern over import duties be- 
came blurred with allegations about 
“backdoor imports from Japan.” 

To add to Nissan’s discomfort, the 
British components industry launched a 
concerted attack on the proposed plant. 
The attack was joined by BL and Ford, 
fighting to protect their market shares 
from a Japanese intruder: an unlikely duo, 
for Ford is the biggest importer of cars into 
Britain and BL is already allied with a Ja- 
panese company. Both companies appa- 
rently told the British Government that if 
Nissan were allowed to build cars using 
cheaper Japanese parts, they would do the 
same. Documents obtained by Granada 
TV show that BL director Ray Horrocks 
explicitly warned: “It would be the end for 
the British component industry.” The two 
companies argued that the jobs created by 
a Nissan plant would be offset by 15,000 
redundancies elsewhere in the industry. 
With unemployment a major political 
issue, the threat of publicity on those lines 
would be enough to take the shine off any 
government announcement of “invest- 
ment triumphs.” 

The British Government appears to re- 
main committed to the project, but its 
strengthened political position enables it 
to hold out for better terms. It has been 
disappointed by the withdrawal signals 
from Tokyo, but hopes they may be a 
negotiating position rather than a final de- 
cision. Nissan, however, has one other im- 
ponderable to consider: how seriously to 
take the threat to the long-term viability of 
the plant which is posed by the existence in 
Britain of an opposition party committed 
to withdrawal from the EEC. Disputes 
about the local content in British-made 
Nissan cars could be annoying from within 
the community: from outside the commu- 
nity, they might be disastrous. 
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that sets you ahead | 


of the rest. 
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Volatile markets and high interest 
rates have fueled the accelerated 
pace of international correspondent 
banking. Required response time is 
often a few seconds, not hours or 
days. Advanced telecommunica- 
tions makes it possible. Time-shar- 
ing data processing makes it 
affordable. 

Mellon was one of the first banks 
in the world to automate its opera- 
tions, and we have continued to 
make the investment—in research, 
people, and equipment—to main- 
tain state-of-the-art capability. 
Today our system includes 10,000 
on-line terminals handling over 
200 million transactions annually 
with an average response time of 
two seconds. 


Telecash®, Mellon’s computer-based 
communications system, can pro- 


Mellon Bank 


Mellon means world class 
telecommunications. 





vide virtually all balance and activ- 
ity information from anywhere 

in the world on a daily basis. As 

a member of CHIPS and S.W.I.ET., 
we participated in bringing same- 
day settlement to realization, and 
we have made a specialty of 

dollar clearing. 


Mellon has several new cash 
management products developed 
especially for international corre- 
spondent banks. We would be 
pleased to tell you about them 
and about our application of 
advanced technology to worldwide 
banking. Contact any of our 
offices worldwide or write: Inter- 
national Banking Department, 
Mellon Bank, Mellon Square, 
Pittsburgh, PA 15230. 


World's No. 1 loader/backhoe 


Silvie 


Your suggestions on the type of equipment you 
wanted initiated a quarter-century of loader 
backhoe "Firsts." Twenty-five years ago, Case was 
the first major construction equipment company to 
design and manufacture the complete tractor, load- 
er and backhoe combination. And here are just a few 
of the outstanding Case innovations that followed: 

@ hydraulic telescoping Extendahoe"; 

© over-center backhoe; 

© torque converter; 

Ф loader power linkage; 

@ 4-in-1" multi-purpose bucket; 

@ 4-wheel drive — years ahead of competition! 


celebrates 


ӘӘ 


These “Firsts” are some of the reasons why 

1 of every 3 loader-backhoes bought worldwide 
is a Case. We will continue to listen to your sug- 
gestions and to respond with more innovations to 
help you stay competitive. 

Dig with the leader. Contact Asian Representative 
Office, 12th Floor, Yen San Bldg., 268 Orchard 
Road, Singapore 9, Republic of Singapore. 
Telex: SINGAPORE RS 23154. 


JI Case 


A Tenneco Company 


Case thinks of everythinc 
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"Recognized around the 
world. It is round, you know.” 


— Christopher Columbus "Accepted on both sides 
"Refundable on both j of the Alps, and almost 
sides of the Atlantic. \ anywhere else VN те - 
Safe everywhere under \ / vacationing. anniba 
the sun." — Leif Ericson t 


“Available in leading 
world currencies. À very 
practical invention. 

— Benjamin Franklin 
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"Good іл 160 countries. 
1 wouldn't trade them for 
all the tea in China." 
— Marco Polo 
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The money experienced world travelers carry. 


U.S. Dollars, Deutsche Mark, and Pounds Sterling. 


Experienced world travelers know better than to 
carry ordinary money. They prefer BankAmerica 
Travelers Cheques— World Money. Not only are 
they accepted in over 160 countries and refundable in 
more than 40,000 places around the world, but now 
they are available in leading world currencies as well: 


Add the fact that BankAmerica Travelers 
Cheques are backed by BankAmerica Corporation, 
with assets of over US $100 billion, and you can see 
why people who know where they're going carry 
BankAmerica Travelers Cheques wherever they go. 


BankAmerica Travelers Cheques. World Money: 


BA CHEQUE CORPORATION ti 
A BANKAMEIICA COMPANY 

















WWF Kojo Tanaka / BCI 


The 
Giant Panda 
needs your help 
to survive 


(CE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 





But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money 
Please send contributions to the WW F 
National Organisation in your country or direct t 
WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 








WWF acknowledges the donation 
Far Eastern Economic 
Advertisement prepared as a public service by Ogilvy Mather 








major markets, Banque Indosuez can 
react extremely quickly thanks toa flexible 
and efficient international structure. 

Banque Indosuez has always dis- 
played an unusual commitment to its 
clients’ interests. 

A commitment reflected in the 
competence of our personnel and inthe 


sophistication of the techniques we use. 


Our staff in Abu Dhabi or Bombay _ 
will help you handle your commercial 


operations with the same competence 


and commitment our specialists in 
Paris or London routinely display in loan 
syndication or foreign exchange risk 
management. | 
` Banque Indosuez, a world of op- 
portunities. 


BANQUE INDOSUEZ 


Head office: 96 bd Haussmann 75008 Paris France. 


In economic competition, the 
slightest advantage can ultimately turn 
out to be of decisive importance. 


Therefore the success of any or- 


ganization is function of its ability to 


recognize and take advantage of oppor- 


tunities when they present themselves. 


In investment. Trade. Innovation. 


Foreign exchange. 





These are all of vital importance 
for developing domestic markets or 
expanding at the international level. 

Banque Indosuez is a real busi- 
ness partner for its clients because it 
can help them recognize and exploit 
such opportunities. 

Present in more than fifty coun- 
tries with long years of experience in 


Make your 
reservation to 
stay in style 


With just one call we can immediately confirm 
your reservation to stay in style, in any one of 
the more than 400 Sheraton Hotels world- 
wide. 
^ We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your reser- 
vations and requests are confirmed, and you 
can even book a year in advance. 

So call Sheraton's Reservatron HI now. And 
make your reservation to stay in style. 





VIENNA, AUSTRIA. ....... 0222/54-21-32* 
BRUSSELS, BELGIUM ...... 02/219-45-96* 
COPENHAGEN, DENMARK .. ..01/19-17-00* 
LONDON, ENGLAND ........ 01/636-6411* 
HELSINKI, FINLAND ........ 90/17-61-00 
PARIS, FRANCE ........... 06/079-2800* 
DUBLIN, IRELAND........... 01/728188* 
MILAN, ТАЦУ. 000000000... 2/654051* 
AMSTERDAM, 

NETHERLANDS ......... 020/43-48-74* 
OSLO, NORWAY ............ 02/41-69-95* 
JOHANNESBURG, 

SOUTH AFRICA.............. 23-2963 
BARCELONA, SPAIN. ....... 03/317-50-68* 
MADRID, SPAIN........... 01/401-20-04*. 
STOCKHOLM, SWEDEN ...... 08/22-94-55* 
GENEVA, SWITZERLAND. ..... 022/210093* 
ZURICH, SWITZERLAND ..... 01/302-0828* 
DUSSELDORF, W. GERMANY . . .0211/498921* 
FRANKFURT, W. GERMANY . ..0611/295306* 
HAMBURG, W. GERMANY ...... 040442597» 
SAB ЫЫЫ а a hain аы лаа А 
UNITED STATES .......... 800-325-3535* 
(IN MISSOURD........... 800-392-3500 
HAWAI ааа. 800-342-1541* 
(ÖN OAHU) ................. 926-4949 
EASTERN CANADA ........ 800-268-9393* 
WESTERN CANADA. ....... 800-268-9330* 
MELBOURNE, AUSTRALIA ....... 63- 6741* 
SYDNEY, AUSTRALIA ........... 9.2222* 
AUCKLAND, NEW ZEALAND ...... 292 509 
CHRISTCHURCH, 

NEWZEALAND............... 60-373 
WELLINGTON, 

NEW ZEALAND.............. 857-514 
$51МбАРОВЕ................. 235-4941* 
OSAKA, JAPAN ............ 06/314-1019* 
TOKYO, JAPAN ............ 03/264-4270* 
BEIRUT, LEBANON ............. 361590 
CAIRO, ЕбҮРТ................. 983-000 
TEL AVIV, !5ВАЕГ............... 286-222 
SAO PAULO, 

BRAZIL.......... 256-5621, 258-1930 

258-2118 


MEXICO CITY, CANCUN . 
CARACAS, VENEZUELA 


* Indicates on-line computer reservations E 
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Or call your local Sheraton Hotel or your travel agent. 
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Frequent Business 
Travellers We'd 


Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fre- 


quent travellers, the Far Eastern Economic 
Review soars above all the rest. 


At present most of the world's leading airlines 


that have routes in Asia use the Far Eastern 


.Economic Review regularly as a primary ad- 


vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. 


If you’d like to know more about our frequent 
business travellers, write on company letter- 
head and we'll be glad to send you a copy of 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- 
tional Research Associates. 


review | 
For advertisers who 
take Asia seriously | 





Address your 

inquiries to: 

Mr C. H. Stolbach, 

Far Eastern Economic Review, 


GPO Box 160, 
Hongkong. 











Sheraton 
wins on style 


"It's been said that Pm one of the most exciting 
soccer stars ever. Through practice and dédication 
I developed my own unique style, 

a winning style. And I admire 
others who have the 
dedication to develop a 
winning style of their own.” 


And like frequent guest Pele, 
we're sure it won't take you long to see how, 
Sheraton.wins on style. p 
From the moment you walk inte oUF 
lobbies you'll see why. From tráditional to 
modern, every Sheraton оё says com- 
fort and stylein its own special way. 
From breakfast in your room, to dinner 
in one of our fine restaurants, Sheraton 
caters to your every need. 

So wherever your next trip may 
take you, make sure you come to 
Sheraton, and see for yourself how 
Sheraton wins on style. 


Sheraton Hotels 


Worldwide (S). 
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In today’s highly volatile foreign 
exchange market, there’s one bank 
that can make your business a little 
simpler 

Barclays Bank. 

Barclays is the biggest foreign 
exchange dealer in the world's 
biggest foreign exchange centre- 
London. 

So whatever' going on in the 
world, Barclays is in the right place, 
at the right time,to give you the right 
quote. 


MORE MONEY FOR YOUR 
MONEY. 
The sheer size and scale of 
Barclays' foreign exchange dealings 
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guarantees you extremely competitive | which keeps a close eye on everything 


exchange rates. 

And also means that Barclays 
can offer you the widest range of 
currencies you'll find anywhere. 

A point worth bearing in mind 
when you need Saudi Arabian rials,or 
Venezuelan bolivars,or whatever. 


24 HOURS TO THE DAY. 

London is the centre of Barclays’ 
comprehensive international network 
of eighteen foreign exchange 
dealing rooms, strategically located 
across the worlds — z 
key business гч 
centres. 

A network 
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that's happening in the world's 
foreign exchange markets. 

And a network that always offers 
round-the-clock service, with a 
branch always open for business- if 
not in London, then New York or 
Frankfurt-and in Asia, Hongkong, 
Singapore and Tokyo. 

Thats why, the next time you're 
dealing with foreign currencies, 
you should talk to Barclays Bank 
first. 

You'll find that anywhere in the 
world of foreign 
exchange, there's 
no bank more at 
home. 





CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, PHILIPPINES, SINGAPORE, VANUATU. 


INDIAN OCEAN 


Lady of the lake 


Mrs Gandhi's visits to island states and Mozambique give 
impetus to development of an Indian Ocean political grouping 


By Roland Tyrrell 
Nairobi: India is helping to draw a new 
itical map in the Indian Ocean which 
its basis in a broad axis of understand- 
ing taking in the ocean's small island re- 
publics. A decade ago the Indian Ocean 
was a placid political lake patrolled at will 
by the warships of the United States and 
the Soviet Union. Countries in the region 
had little say. 

Today, however, the ocean's littoral 
States are showing 
signs of emerging as 
a cohesive political 
unit with a voice of 
their own (REVIEW, 

July 30). The new 

political map being 

drawn shows that 

the axis runs from 

socialist Tanzania 

and Mozambique 

on Africa's east 

coast through the 

island states of 

Mauritius, Madagas- 

car and Seychelles 

across to India. This 

new trend was high- 

lighted by a five-day 

visit to the region 

late last month by 

Indian Prime Minis- 

ter Indira Gandhi. 

She made a three- 

day call in Mauritius whose new and 
highly vocal socialist government — which 
has close ties to Seychelles — has given 
added impetus to these burgeoning align- 
ments in the Indian Ocean. 

In Mauritius, Mrs Gandhi wasted no 
time emphasising how much the two coun- 
tries have in common. Breaking with a 
tradition set by her two previous visits in 
the past 10 years, she addressed a mass 
rally in Port Louis, using English, 
French and Bhojpuri, a dialect from the 
Indian state of Bihar — an'area from 
which many Indo-Mauritians originate. 

"Our [nations] are linked by the In- 
dian Ocean and our peoples by ties of 
friendship," she told the islanders. “The 
friendship is blossoming in goodwill and 
cooperation but the ocean, alas, is bristl- 
ing with problems whose portents 
threaten the entire world.” 

Addressing the legislative assembly, 
Mrs Gandhi said the international com- 


munity had ignored appeals by Indian | 


Ocean states for the area’s demilitarisa- 
tion. “Repeated calls made by littoral 
countries of the Indian Ocean for the 
elimination of power bases and the United 
Nations resolution favouring the declara- 
tion of the Indian Ocean as a zone of peace 
are disregarded,” she said. 


Aneerood Jugnauth, leader of the rul- 
ing Mauritian Militant Movement and the 
new Mauritian prime minister, took up 
the same theme in his welcoming speech. 
He called for a *mutual and balanced re- 
duction of superpower military presence 
in the Indian Ocean" to free the seas for 
commercial traffic only. 

As expected, Jugnauth also raised the 
issue of Mauritian claims to sovereignty 

„ over the Chagos ar- 
chipelago and the 
Diego Garcia atoll. 

$ Britain detached the 
islands from Mauri- 
tius when indepen- 
dence was granted in 
1968 and now leases 
Diego Garcia to the 
US as a mid-ocean 
base. “The present 
government is deter- 
mined to wage an un- 


sues of late — following her bid to mend 
fences with Washington (REVIEW, Aug. 
6) — and had supported the former Maur- 
itian government of Sir Seewoosagur 
Ramgoolam which had equivocated over 
the islands’ problem. 4 

India- also moved on the trade front: 
under an agreement reached during the 
visit, India is to open a credit line of Rs 100 
million (US$10.53 million) to enable 
Mauritius to import Indian goods and to 
help set up a state trading corporation and 
a national shipping line. A joint com- 
munique said India will also consider refin- 
ing 150,000 tonnes of crude oil a year for 
Mauritius and will provide technical help 
in prospecting for oil. To monitor coopera- 
tion, an Indo-Mauritian joint commission 
— which has not met since 1980 — will 
meet in Mauritius at foreign-minister 
level, probably in November. 

Mrs Gandhi also pledged support at a 
World Bank-International Monetary 
Fund consultative meeting on the Mauri- 
tian economy in Paris early next year. 
Hard hit by low world prices for sugar, its 
main foreign-exchange earner, Mauritius 
has external debts of US$400 million and is 
struggling with an annual inflation rate of 
more than 25%. 

In Mozambique, Mrs Gandhi once 
again underlined her insistence on the 
need for the demilitarisation of the Indian 
Ocean, though she rejected recent prop- 


Mrs Gandhi; Soviet warship Minsk in the Indian Ocean: a plea for peace. 


relenting battle, political, diplomatic and 
legal, for the recovery of Chagos, includ- 
ing Diego Garcia,” he stated. 


| p support in that quest is not lack 

ing. "You in Mauritius face special prob- 
blems because of your nearness to South 
Africa and because of Diego Garcia," Mrs 
Gandhi replied. *We support your stand 
in this regard." To underline that pledge, 
she announced that the Indian Govern- 
ment would provide US$100,000 to help 
about 1,200 islanders displaced from 
Diego Garcia when Britain turned it over 
to the US. 

Indo-Mauritians make up more than 
65% of the island's population and New 
Delhi has long had a special relationship 
with Port Louis. Mrs Gandhi's strong 
stand in favour of Port Louis' claim on the 
Chagos islands is new in that she has main- 
tained a low profile on Indian Ocean is- 


osals by Mauritius and Seychelles for 
joint military defence against outside at- 
tack. *I do not know whether it would be a 
good idea for us to be involved in any mili- 
tary activities," she said. “Any kind of 
grouping always attracts another kind of 
grouping and may well increase the dan- 
gers." 

An Indian official said Indo-Mozambi- 
can relations had been strengthened by 
the very successful visit. India recently ex- 
tended’ a credit of Rs 120 million to 
Mozambique, which has expressed in- 
terest in buying railway wagons and ag- 
ricultural equipment from India. A study 
is also under way on the construction of an 
aluminium smelter їй central Mozam- 
bique using hydroelectric power to refine 
alumina supplied by India. About 150 In- 
dian experts work in Mozambique in 
insurance, on the railways and in the tea 
industry. . 
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choices to be made. Many Japanese chose 
the: socialist or. communist position on 
such issues, and the LDP had to do alot of 
horse-trading with those parties to say in 
Wer. 

Since the. 1973 oil-price increase, how- 
ever, Japanese people have felt less like 
experimenting at the ballot box. Espe- 
cially as.three years of world recession 
began. to erode household income, more 
Japanese have returned to the LDP fold. 
In the 1980 dual election, for instance, the 
LDP dominated the urban core of Tokyo, 
historically a leftist stronghold. Socialists 
won only in the suburbs. “For many voters 
the LDP is a. kind of. aging father, not 
handsome: but. reliable," said Takuo 
Hayashi,.a political commentator.: “The 
opposition isJike a handsome rock singer, 
but not so reliable. When the economy 
slows down, you.rely on PERE old 
dad.” 














here are some bright spots ahead for 

the opposition. One is that the. LDP it- 
self continues -to.be.a creature of factions. 
Suzuki percolated.to the top job two years 
ago after those factions. were unable to 
agree on a stronger successor іо Ога. 
Suzuki enjoys the crucial support of the 
Tanaka faction, and he is likely to stay in 
office as long as that support lasts. 


The opposition is betting heavily onthe - 


impact of the Tanaka Lockheed trial, 
which could end next June. After the ver- 
dict, it is expected that Japanese politics 
will become more fluid, and some opposi- 
tion members believe, and hope, the LDP 
will split into two parties. If that happens, 
which is unlikely, the chances of some sort 
of coalition would increase greatly... 


What sort of coalition? Three times in | 


the past six years, the centrist opposition 
parties — Komeito, DSP, NLC and Unit- 
ed Social Democratic — seemed on the 
verge of abolishing the LDP's Diet major- 
ity. In the December 1976. lower-house 
election, for instance, the LDP won only 
249 seats, seven below a simple majority, 
but eight independents joined it to tip 
the balance. In the 1977 upper-house elec- 
tion, the percentage of votes won by LDP 
candidates fell to 36% from 44% in.1974. 
Yet the LDP resisted. 

However, the vast majority-of political 
analysts suggest that any future coali- 
tion must. include some element.of the 
LDP. That means the LDP must бе split 
into at least: two groups, which is not a 
foregone co lusion at all. There are also 
scenarios that have the rightwing and 
leftwing. socialists. forming new- parties, 
the former allying themselves: with the 
centrists, the latter with the communists. 

Even the most. optimistic opposition 
member does not expect any coalition to 
form for at least two. years, and-many of 
them do not anticipate any such major re- 
alignment for five ycars. Whatever form it 
may take, any coalitio uld 
iar and conservi ti 
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"hat was surely an underplayed story 
recently of California's apologetic 
decision to pay more reparations to 
some of the 120,000 Japanese residents 
in the United States who were interned 
in March 1942, Of that total, more than 
70,000 were US citizens of second- and 
third-generation descent and few had 
ever seen their ancestral homeland. ^ 
However, it was not really surprising 
that President Franklin Roosevelt de- 
creed two months after Pearl Harbour 
and when the US was still on the defen- 
sive in the Pacific that all American- 
Japanese — or Japanese-Americans? — 
should be herded into prison camps. 
There had been in 1941 FBI fears that 
a strong, well-organised Japanese. spy- 
ring was active along the US West Coast 


and that most Japanese fishing-craft in. 
the Pacific, “fast, diesel-powered: ves- | 


sels, equipped with two-way radio, eas- 
ily ‘convertible into torpedo-boats,” 
were “manned by imperial Japanese 













to former state employees, who mus 
claims. So itis expected that only 100 
make claims, since half of the 314 forme 
state workers | are dead and others а 
mostly in their 60s. Let it be remem- 
bered, however, that after victory 
Washington, with characteristic US 
generosity, granted nearly US$38 mil 
lion in compensation to the World Wa 
H internees. 1 
Curiously, there has yet been no 
lic reaction by the tough Japan 
rican Citizens’ Leagu 
Brown’s apology an 
though a few years. 












































league. admitted 
died, but argued that their propor 
the “redress” should become a 
trust fund, allegedly for “the welfa 
benefit of the Japanese Ar 

ntof 












































naval. reserve officers, operating under. 





orders from the Japanese consulate at | be 


Los Angeles.” (These revelations came 

in a special FBI report, which some of us 

pressmen were allowed to glimpse.) 
There were also an estimated 137,000 


Japanese in Hawaii, where the total 


population was only 366,000, thus in- 
creasing the perceived threat. In late 
1941, in fact, Roosevelt was reported to 
be considering a Japanese encore of his 
mid-1941 decision to expel all German 
and Italian consular officials from the 
US after a Nazi spy-ring in Washington 
and New York had been broken. 

These senile memories have been 
awakened by the new — if humble — 


| grant by California Governor Edmund 
“Brown, who said that "an award of 


US$5,000. will be paid to each of 314 
Americans of Japanese descent who lost 
their Californian jobs, their prospects 


апа rights while our country was at war 


and is an acktiowledgementt of our 
error." 

The payment will be made in 
US$1,250 instalments over four years, 
beginning next year, but will be limited 
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Japanese- "Атейсап generation in 
Angeles four decades ago, L woul 





























applause from those former MP ei 
and their descendants = now v totalli 


























ese Anieiicáos in Los Ange 
Tokyo" marched in i 
parades”: behind the St 
and the Union Jack, chanting: 
Yanks are coming." Along East Fi 
Street. there” were photographs 
nerican flags, “Tha 
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seldom have been more wrong. ) 



















freedom and privacy racy ot yu ur home are the perfect alternative. 
om£425perweek. ^ 


Rs VARI Miss Linda Coulthard, 
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Initials stand for Libera! Democratic A Socialist ‚ Democratic Socialist Л a 


“has done quite well in changing its 


Moreover, nearly three decades of un- 
rrupted conservative rule in Japan has 
eant that the talented, ambitious people 
ho want to enter politics naturally gravi- 
tothe LDP. In particular, bureaucrats 
decide to reign rather than rule con- 

y take their experience, expertise 
old-boy networks into the ruling 


0 recent examples include Chikira 
i, a rising star in the Ministry of Fi- 

. After serving at the Brookings In- 
tion in Washington, he returned to 


Tokyo: The largest opposition group, 
the Japan Socialist Party (JSP), was 
ounded in 1945 and formed a govern- 
“ment under Tetsu Katayama in April 


| 1947. The cabinet fell after only nine 
| months, “largely because of. pressure 


3 


from the party's left wing. JSP theory, 
according to Yuichi Sato of the Tokyo 
Shimbun's political news department, 


_ advocates “a combative class struggle at 


E 
jJ 


home and unarmed neutrality in foreign 
licy." Presently, the party remains di- 
_ vided into right and left wings, and at 


| least five factions. It relies heavily for 
| rapport on Sohyo, the general council of 
| trade 


unions, which is the country's 


4 ) largest labour group. Other opposition 
| parties are: 


» Komeito: The clean government 
ye greatest strength — its support 
m Soka Gakkai, a Buddhist lay group 
— is also its biggest weakness. One 
analyst holds that the awesome organisa- 


| tion and moral fervour of the religious 


body no doubt alienate many potential 
supporters attracted to  Komeito's 
gradual reformism. Hidehiko Yaoi, an 
upper-house Komeito member, credits 


BEVIEWCRART by алй Tam 
Japan and was appointed to the finance 
minister's secretariat. Soon, however, he 
became secretary to Finance Minister 
Michio Watanabe and is now planning to 
enter politics himself, wearing, of course, 
the LDP mantle. Similarly, Yukiji Omi, 
an aggressive young mover and shaker at 
Miti, lately left the bureaucracy to cam- 


‘paign for a lower-house seat as a member 


of the.LDP. 

Such symbiotic leavening of the LDP's 
ranks contributes to yet another of the op- 
position's problems: the ability of the 
LDP to deliver the political goods to its 
constituents, The post-war master of this 


| The opposition six-pack 
. Factionalism among the socialists 
isa feature of parliamentary in-fighting 


the party with engineering successful co- 
operation with the socialists and others 
against the communists in three succes- 
sive campaigns for the governorship of 
Osaka. 

» Democratic Socialist Party (DSP) 
forged after conservative elements of the 
JSP bolted in 1960 because of differences 
over the security treaty between the 
United States and Japan. It calls itself a 
party of workers and middle-scale busi- 
ness people. Mainichi Shimbun political 
editor Akira Saito says it is *more right- 
wing than the LDP." The party's 1982 
action programme calls for a self-reliant 
defence build-up and maintenance of the 
security treaty and the principles of non- 
nuclear armament. Domei, the second- 
largest labour organisation in Japan, 
supports the DSP. 

» Japan Communist Party (JCP): 
The oldest extant political party, the JCP 
was founded in 1922, illegally, and mem- 
bers survived the 1930s militarism and 
World War II underground or in jail. 
The JCP has been strongest in urban 
centres, and has provided a variety of so- 
cial services to city dwellers, including 


Јанео, оп charg == 
cepting US$2.5 million in bribes to pro- 
mote the sale of Lockheed aircraft in 
Japan, Tanaka remains the most powerful 
politician in Japan and heads the largest 
LDP faction. Voters in his home district of 
Niigata prefecture have returned him 
twice to the lower house, though he re- 
signed from the LDP in 1976 and stands as 
an independent. 

Tanaka owes much of his popularity 
and power to patronage. Politicians the 
world over engaging in this practice would 
marvel at the bridges, roads, buildings and 
other projects latticed across Niigata’s riv- 
ers, paddy fields and mountains — nearly 
all built with public-works funds. 

And though opposition members pro- 
vide some material incentives in return for 
voter support, they simply cannot match 
the LDP's record for constituent back- 
scratching. “Our elections are not political 
in the true sense;" said Akira Saito, politi- 
cal editor of Mainichi. “They are contests 
of social power by the candidate. He helps 
the voters get jobs, builds bridges and 
roads, arranges marriages, gets their son 
or daughter into university." 

Finally, the opposition parties are 
hamstrung by slower growth of the econ- 
omy. Their heyday occurred in the late 
1950s and in the 1960s when Japan'sindus- ` 
trial output soared. As gross national pro- 
duct and personal income rose in tandem, 
citizens felt confident enough in their 
livelihood and the future to shop around 
the political bazaar. 


day-care service for working mothers. 
The 


party newspaper, Akahata (Red 


Flag), has 4 million readers, the most 
successful communist publication in any 
capitalist country. The JCP's member- 
ship has grown from 80,000 in 1961 to 
470,000, and it got 5.8 million, or 10%, 
of the votes cast in the 1980 election. In 
1976, the party abandoned the slogan, 
"dictatorship- of. the proletariat” “for 
"power of the working class." 

» New Liberal Club (NLC): Or- 
ganised by disenchanted members of the 
ruling Liberal Democratic Party (LDP) 
in 1976 as a reaction to the Lockheed 
scandal and LDP factionalism, the NLC 
enjoyed a brief season in the sun, as its 
seats trebled to 18 in only one year. 
However, a lack of policies distinct from 
the LDP combined with voters' nervous- 
ness over the economy to puncture the 
NLC balloon. Yohei Kono, one of the 
founders, advocates closer ties with 
Takeo Miki, former prime minister and 
an LDP faction leader, who would be the 
most likely LDP figure to leave the party 
and join a centrist coalition. 

> United Social Democratic Party 
(USDP): Hideo Den and other disgrun- 
tled socialists formed Japan's newest and 
smallest political party in 1978. Its mem- 
bers strive to promote liberty, equality 
and fraternity, an idealistic goal ensur- 
ing a continuation of the USDP's minor 
part in Japanese politics. — MIKE THARP 





Tokyo where most substantive Japanese | more than radical rhetoric based on some control and improving social welfare — 
political discussions occur. fuzzy political morality. Masao Hori, a | the LDP has been adept at wresting the in- 

LDP members told the communists, for | longtime socialist leader, declares that itiative away from its rivals. Recently, for 
example, that if they pushed too hard on | one JSP faction, the moderates, “does not example, the ruling party drafted an es- 
the Diet testimony issue, the LDP might | favour eliminating Japan's defence forces | pionage prevention bill, since there is now 
be forced to dredge up details of a sensa- | — that's not realistic — but we should not | no general law to control spying activities 
tional pre-war murder accusation levied | waste capability." The JSP leftists favour in Japan. This bill has yet to be submitted, 
against (and denied by) former JCP chair- | doing away with the defence forces. |.as the LDP is waiting until the JSP, JCP 
man Kenji Miyamoto. They told the | Miyamoto said in a recent speech that the and DSP submit their information disclo- 
socialists that if they persisted in pressur- | communists favour “democratic control of | sure bills so-called sunshine bills which 
ing the LDP, the lower house would be | monopoly capital . . . and if the conditions | would allow citizens greater access to pub- 
dissolved and an election called — which | exist, we will proceed with the nationalisa- | lic records and documents. The LDP 
the strife-ridden socialists could ill afford | tion of corporations." wants to counterbalance that move to- 
now. “At the end of this Diet session, the On the one hand, there is not a yen's | wards greater disclosure with a bill that 
opposition was completely beaten by the | worth of difference between the ruling | would penalise too much disclosure. In 
LDP, specifically by [former prime minis- | party and one wing of the socialists on de- | that sense, it is trying to seize the initiative 
ter Kakuei] Tanaka's faction," admits | fence. On the other, Japan's industrial | from the opposition. As Motoharu Arami, 
Yohei Kono, a founder of the NLC. samurai would hardly welcome into the | one of the LDP sponsors, explained: "The 

Another formidable hurdle facing the | government a communist economic | opposition parties are preparing to pre- 
opposition groups is the almost total ab- | policymaking team that publicly promises | sent to the lower house an information dis- 
sence of realistic policy alternatives they | to emasculate them. closure bill, so it is proper for us to submit 
could offer the public to offset the LDP Even when an opposition party submits | our bill just before that bill by them." 
Either their options are clones of current | a worthwhile suggestion — as they often Kenjiro Kadoya, a 24-year socialist 
LDP policy or the proposals are little | did in the 1960s and 1970s on pollution | member of the Diet, concedes that "the 
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You can't order an efficient waiter from a menu. At the Hotel Lotte, the man who brings you the bill of fare will beattentive, 
yet unobtrusive, because he has been trained properly. It's this kind of excellent service, which is "standard procedure” in 
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Their own worst enemy 


o Policy differences and personality clashes help to eto 


_ Opposition parties from offering a credible alternat 


. By Mike Tharp 
Tokyo: Seldom in Japan's post-war his- 
tory has the opposition been in such disar- 
ray. The five main ition parties are de- 
~. moralised, rent by factionalism, unable or 
.. unwilling to cooperate with one another. 
In the latest session of the Diet, or parlia- 
. ment, which ended in early August, the 
ruling Liberal Democratic Party (LDP) 
. treated the opposition with scarcely dis- 
| arcem contempt and got away with it. 
Brushing aside opposition demands as if 
they were so many summer mosquitoes, 
9: the ruling party repeatedly used its numer- 
— ical superiority to railroad its own bills 
nto law. "There is no unity, no clear pur- 
Y or orientation" within the opposi- 
_ tion, says Roo Watanabe, a lower-house 
- member of the Democratic Socialist Party 
(DSP). “We feel the urgent need to come 
ther — but in what form?" When 
Ж iro Nakagawa, a senior LDP politician, 
was photographed recently urinating be- 
Um a ginko tree in the garden of the 
Diet. he could have been expressing the 
P's opinion of the opposition parties. 
- Another recent episode illustrates the 
 LDP's relations with opposition parties. 
Shortly after he returned Ка the Versail- 
les economic summit and the United Na- 
_ tions General Assembly in June, Prime 
. Minister Zenko Suzuki was questioned by 
members of the five main opposition par- 
- ties about his trip. Five times the premier 
_ repeated the same long-winded answer, 
- With no variation, to his interrogators in 
` the Diet. 
— Oneofhis aides was asked why the LDP 
leader did not vary his response even 


Slightly to each opposition dietman. The: 


aide explained that by repeating the 
answer several times, Suzuki could 
_ memorise it in order to deliver the same 
answer later in the day where it really 
. counted — to the budget committee. 
С The opposition's current status is of 
- more than passing interest both in Japan 
_ and for those governments affected by Ja- 
; E. policies in such areas as trade, de- 
А and foreign aid. If Japanese politics 
iS little more than a kabuki play — with the 
- opposition playing the role of the vocal but 
_ Submissive partner — some analysts fear 
for Japan's political future. “This is the 
- way democracy works in Japan," wrote 
Hideo Matsuoka in the weekly Sunday 
| Mainichi. “Опсе in the majority, a party 
can turn the national legislature into its 
backyard playpen." 

Concerns about Japanese democracy 
seem misplaced, however. The LDP's 
dominance has grown only because more 
Japanese citizens freely voted for ruling 
party candidates rather than the opposi- 
tion. Clearly, the LDP must be doing 
something right — and the opposition 


ve to the LDP 


The ginko incident: caught in the act. 


must be doing several things wrong. 

Furthermore, the Japanese bureau- 
cracy continues to wield extraordinary in- 
fluence in many policy areas. Although 
the power of the ministries of finance, in- 
ternational trade and industry, foreign af- 
fairs and other agencies has declined 
steadily over the past three decades, these 
ministries still serve as a healthy check on 
the excesses of politicians. In Japan, 
writes Chalmers Johnson in his recent 
book on the Ministry of International 
Trade and Industry (Miti), “the politicians 
reign and the bureaucrats rule.” 

Politics in Japan, as in any other democ- 
racy, moves in cycles. Only two years ago, 
the LDP itself was on the run, wracked by 
scandal and factionalism, grasping a mar- 
ginal majority in the Diet. The political air 
was thick with talk of coalition. The Japan 
Socialist Party (JSP) rammed through a 
no-confidence motion against the govern- 
ment of the late prime minister Masayoshi 
Ohira. A joint upper- and lower-house 
election was held in June 1980; the LDP 
won sizable, stable majorities in both 
houses. 

It is likely that some Japanese voters 

again will become disenchanted with the 
LDP and show their 
displeasure through 
the ballot box, proba- 
bly in next year's 
general election. 
Nevertheless, the op- 
position faces several 
unprecedented pro- 
blems in its efforts 
to remain a realistic 
political alternative. 
Perhaps the most 
serious is the inability 
of the parties to co- 
operate with one 
another on important 
issues, at least at the 
national level. 


Personality соп- 


party bickering have increasingly 
JSP, DSP, Komeito, ب ا‎ Club 
(NLC) and the Japan Communist Party 
(JCP) from burying their differences and 
| ns ranks against a common enemy. 
One crucial vote in the last Diet session 
| demonstrates the divergence of views that 
prevents cooperation. The LDP proposed 
a bill which would change the way mem- 
bers are elected to the upper house. Previ- 
Ously, candidates ran for the House of 
Councillors as individuals. The LDP 
wanted the law to require all upper-house 
candidates to run as members of a specific 
party. With its superior numbers, organi- 
sation and financing, the LDP obviously 
hoped to shove parties with less support 
further into political limbo. 


Fi with even less chance of winning 
upper-house seats, each opposition 
party acted in its own self-interest. The 
JSP and NLC sided with the LDP on the 
issue — ensuring its passage — while 
Komeito and the DSP voted against the 
measure. The JCP formally opposed the 
bill, but, because of its own potent organi- 
sational skills, actually favoured it. When 
the pro forma dust of debate had settled, 
the bill was law. 

"In history books I learned the exis- 
tence of parliamentary democracy in 
Japan and believed it," said Chinatsu 
Nakayama, a liberal independent member 
of the upper house. “But after the passage 
of that revision, I lost my confidence." 

Another LDP Diet manoeuvre high- 
lighted the naked power of the ruling 
party. During the session two politicians 
were found guilty of charges stemming 
from the six-year-old Lockheed bribery 
case (REVIEW, June 18). The verdicts 
prompted opposition members to demand 
the Diet appearances of two other LDP 
politicians, including LDP secretary- 
general Susumu Nikaido, to testify on any 
role they might have had in the scandal. 
(Both men were implicated but never 
formally charged by Japanese law enforce- 
ment authorities.) 

Although the LDP made c public noises 
about protecting the civil rights of wit- 
nesses, the main reason the two politicians 
never appeared in the Diet dock was that 
the LDP took off its political gloves in the 
cloakrooms and geisha restaurants of 
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You probably know Australia best as a 
major world exporter of foodstuffs, wool, 
meat, wheat and minerals. But Australia 
is also a heavily industrialised nation. / 
In fact, the greater proportion of its 
workforce is engaged in many 
different types of manufacturing 
industry. Partly through the need \ 
to service this wide range of 
industry, a number of highly 
skilled Australian manufacturers 
of general industrial equipment 
has evolved. They not only 
supply Australian industry but 
also sell their products 
successfully in overseas markets. 
Heavy engineering items for steel works and 
power generation, mining equipment and railway 
rolling stock. Plant such as food processing and 
packaging machinery, materials handling 
equipment, hydraulic presses, guillotines. 
All-purpose equipment including pumps, 
valves, tools, welders, abrasives, grinders, 
lubricating equipment etc. 
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Australia makes a most extensive 
variety of first class plant and equip- 
ment. See how Australia can fulfil 
your requirements. 


Ask the expert 
who knows Australia 
For details of suppliers phone 
or telex the Australian Trade 
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[KJ Commissioner at: 


Beijing, 52 2331, telex 22263. 
Jakarta, 33 0824, telex 46214. 
Bangkok, 286 0411, telex 82621. 

у) New Delhi, 69 0336, telex 81312356. 
Tokyo, 582 7231-9, telex 2422885. 
Osaka, (06) 271 7071, telex 522 5334. 
Manila, 87 4961, telex PN 63542. 
Hong Kong (5) 22 7171-8, telex 73685. 
Kuala Lumpur, 42 3122, telex MA 30260. 
Singapore, 737 9311, telex RS 21238. 
Seoul, 720 6490-5, telex K 23663 


Гаф Ask the Australian 


ISI Trade Commissioner 
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hi E r Hirohito at a Japanese Self-D 

in dinner in Tokyo in 1979? He is total- 

ly forgotten in Japan, and remembered, if 

at all, only as a traitor by all political 
shades of Chinese. But some famous 
names were, briefly, connected with him: 


z ~~ Yoshio Kodama, another Japanese right- 


wing strongman (and Lockheed scandal 
defendant), was once the head of Wang's 
personal bodyguard, while Takeo 
ukuda, last-but-one prime minister of 
Japan, was briefly his financial adviser. 
The saddest figure of all was, perhaps, 
Subhas Chandra Bose, first and only pre- 
sident of the government of Azad Hind — 
free India. A spell-binding Bengali orator 
-in the tradition which has more recently 
‘included Sheikh Mujibur Rahman of 
Bangladesh, Bose passed the examination 
for the British Indian Civil Service, entitl- 


——  inghim to a highly prestigious job, a hand- 


some salary and a pension. But Bose 
chose instead the rocky road of revolu- 
n, becoming a leading figure in the In- 
Congress. 

~ On the approach of World War II, Bose 

. made his x to Berlin, where the race- 
- conscious Fuhrer gave him the cold shoul- 
der. Then he went by German submarine 
to wartime Tokyo. After the fall of Singa- 
pore, Bose took over the Indian National 
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jects in the ome requirement, 
providing military security. But equally, 


the hatreds and rivalries between Asians 
are at least as great as those that used to 
tear Europe apart and the fact that Japan- 
ese have an Oriental appearance was no 
recommendation for their. Co-Prosperity 
Sphere. 

Yet, in many places they were indisput- 
ably welcomed, particularly by people 
who were then young and politically 
aware. The reasons are still highly rele- 
vant. Whatever nationalist rhetoric may 
say, people do not necessarily reject rule 
by those culturally or even racially differ- 
ent from themselves — how else to explain 
the Roman, Russian and Chinese em- 
pires? — as long as the economic manage- 
ment of their societies seems just and rea- 
sonable. 

But the Japanese arrived in Asia (Man- 
churia, 1931) when the first great world 
depression was already under way. Euro- 
pean colonialism was also capitalist, and 
many of the young and politically aware in 


pe тт 

aii, t s адар, у. 
п беа arrived, they. 
came as brother-sufferers from the 
economic disaster which had been cooked 
up in New York, London, Paris and 
Amsterdam, in the creation of which no 
Asian had been any more than a passive 
victim. The idea behind the Greater East 
Asia Co-Prosperity Sphere was simply 
that the old colonial empires had acted as 
transmission belts, bringing the miseries 
of Europe and the US to innocent Asians. 
Japan's new order would stop this, and 
preserve a prosperous Asia for Asians. 

But it brought war instead, and the Co- 
Prosperity Sphere never got off the 
ground, particularly as the US Navy's sub- 
marines sank the ships that were going to 
hold it together, and thus brought Japan 
to its knees without the need for atomic 
bombs. Japan's posture towards Asia has 
now radically changed, the biggest change 
of the post-war years. Instead of being 
brother Asians, more advanced indus- 
trially, but still subject to the overspill of 
Europe's troubles, the Japanese have now 
(from an Asian viewpoint) gone over to 
the charmed circle of great industrial pow- 
ers which run the world. 

Japan now has huge trade surpluses 
with the other countries of Asia, selling 
them vital industrial equipment as well as 


`, "Army (INA) which was being recruited 
= Кот Indian prisoners-of-war taken dur- 
- ing Japan's lightning thrust down the 


consumer goods in return for raw mate- 
rials and agricultural products, just as 
their old colonial masters used to do and, 
just like them, on terms of trade that keep 


—. Malayan Peninsula. 


The Japanese never really trusted either 
Bose or his INA, with whom they could 
communicate only in English, and Bose's 
men never reccived adequate weapons or 
supplies. Put in against their former com- 
rades of the British Indian Army during 
the last great Japanese push of the war, 
the attempted invasion of India in 1944, 
the INA men were slaughtered, and what- 


- - ever use Bose might have been to the Ja- 


panese was at an end. 

The end of Bose's life is still shrouded in 
mystery. The story goes that Bose and his 
aide, a Sikh colonel, managed to get two 
seats aboard a Japanese bomber bound 
from Singapore to Tokyo, from where 
Bose hoped somehow to make his way to 
the Soviet Union to continue the struggle. 
Cradled on his knees was a suitcase con- 
taining jewellery and precious metals, the 
last of the treasury of the Azad Hind gov- 
ernment. The overloaded aircraft crashed 


on a refuelling stop in Taiwan and Bose, - 


badly burned, was taken to a nearby hos- 
“pital to die. The treasury of the Free India 
government was never found. 
Coincidentally, after the war, on some 
muddled idea that treason should not be 
unpunished, the British put a token group 
of twice-captured INA officers on trial in 
Delhi. They were successfully defended 
by à brilliant lawyer — Jawaharlal Nehru, 
whose daughter is in charge of free India 
today. 


How, we might ask, did the Japanese | 


‘manage to get such talented people as 
Bose, Ne Win and the rest to work with 
them? There is, of course, no reason why 
subject people should prefer one set of 
foreign rulers to another, and the old colo- 
nial empires in Asia had failed their sub- 


Ne Win in Japan: old comrades. 


Europe and even in the United States 
turned to fascism and communism in those 
years because capitalism had, to them, vis- 
ibly failed in the primary duty of any 
economic system, to provide everyone 
with a job. 


que social consequences of the depres- 
sion in Asia were far more severe, since 
cash crops raised for export markets which 
had collapsed provided, in many areas, 
the sole subsistence. So, throughout the 
1930s there were peasant uprisings in 
Burma, Indochina and Indonesia against 
the foreign rule that had failed them. Even 
in Japan, the collapse of the export market 
in silk for women's stockings brought 
widespread hunger to the countryside and 
had a lot to do with the spread of fascist 
ideas among junior officers, mostly coun- 
try-bred. The distress of the 1930s cast 
long shadows into the future: the areas of 
Indochina in which peasants’ soviets were 
Set up in protest against French taxes in 
the 1930s were the same areas the French 
were trying to clear of Vietminh, and the 
Americans after them of Vietcong, 40 
years later. 


Japan rich and the rest poor. 

So, Japan is likely to suffer two quite 
different sets of resentments. One is about 
its conduct up to 1945, as typified by the 
textbook dispute (REVIEW, Aug. 20) 
which shows that many people still har- 
bour resentment about the behaviour of 
Japanese armies in their countries, and 
want the historical record kept straight. 
The other resentments, of the kind which 
surfaced in the anti-Japanese riots in In- 
donesia and Thailand in the 1970s, have 
nothing to do with the war, but focus on 
what is seen as Japanese economic exploi- 
tation going on, supposedly, right now. 

We are 40 years on from Pearl Harbour, 
at a moment when the two sets of resent- 
ments are quite likely to fuse, with Japan 
this time acting as the transmission belt 
that transfers the world economic 
turndown to poor Asian neighbours, near 
and far, who still need to export raw mate- 
rials and cash crops to survive, let alone 
develop. Since Asia violently rejected the 
Co-Prosperity Sphere the Japanese have 
thought and done very little about their 
role in the affairs of Asia. Indeed, judging 
by the disdainful attitude of many Japan- 
ese towards, for instance, Koreans, it is 
easy to conclude that they would prefer 
their islands to be near Spain, say, or off 
the coast of California. 

So, perhaps, an appropriate lesson Ja- 
panese might learn from Pearl Harbour is 
that, having made themselves (with many 
strains, it is true) indispensable trading 
partners and allies of the Americans, it is 
high time that they should, once again, 
start looking constructively the other way. 
They are in Asia forever, and have many 
fences, old and new, to mend. 










Last Decide, o on the 40th anniversary of the: imperial Ja- 
.panese Navy's attack on Pearl Harbour, the REVIEW began a 
series of reports from correspondents throughout Asia re- 
tracing the course of Japan's blitzkrieg through the Orient. 
Country after country recalled the arrival of Japanese invad- 
ers, the irreversible changes they set in motion, and their 
eventual and often bloody expulsion. By the late summer of 
1942, the forward thrust of Japan's conquests was spent 


Will the Japanese learn? 


By Murray Sayle 
1 Tokyo: The Ja anese 
September 1945 Empire nay have 
| ` been short-lived, but 
onecannothelp being 
struck. by the changes 
it made-in people's 
lives throughout 
Asia: We are in fact 
only now. beginning 
to get leaders in Asia 
who were not themselves, is some way or 
another, caught up in Japan's imperial ad- 
venture, and the new leaders are going to 
be just as filled with admiration, or envy, 
or possibly both, by what they have seen 
of Japan’s astonishing revival. But, even 
without the so-called economic miracle, 
апа now the technological megamiracle, 
the Japanese mark on Asian lives has been 

indelible. 

Take, for instance, Ne Win of Burma, 
who retired as president last year like any 
businessman who hears his roses calling. 
His retreat into contemplation was both 
very Burmese and the improbable culmi- 
nation of an astonishing career. Ne Win, 
who once worked in the Rango n Post Of- 
fice; was one of the "30 Comrades” 
selected by Japanese military i telligence 
from the student group who called them- 
selves thakins -— masters (cheekily 
adopting the title the British wanted the 
Burmese to use about them) — for-mili- 
tary training, with a view to joining the Ja- 
panese in their liberation of Burma from 
the British yoke. 

The “comrades” returned to. their 
homeland with the conquering Japanese, 
setting up civil administrations behind the 
Japanese lines so incompetent that the Ja- 
panese were soon obliged to intervene and 
run the country themselves. In particular, 
the “comrades,” all ethnic Burmese, insti- 
tuted policies against Burma’s numerous 
non-Burmese.minorities (who, they said, 
had been pets of the British) so vindictive 
that the Shan, Karens and the rest have 
not to this day accepted: the idea of a unit- 
ed Burma.” 

As the war started to. go against J apan 
the “comrades” lost their enthusiasm for 
the Greater. East ; Asia Co-Prosperity 
5 phere and | ive mot 
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future. 


figurehead of the Japanese administra- 
tion), negotiated Burma’s independence 
from the British and was himself assassi- 
nated, aged only 34, in 1947. You can still 
see his portrait — sad, proud and forever 
young (and wearing a uniform closely 
modelled on that of à Japanese major- 
general) — staring out from Burmese 
banknotes to this day. 

Ne Win, the senior surviving “со- 
rade". first came to power in 1958 and 
ruled for a total of 23 years — with Japan- 
ese confidants left over from the old days. 


One recently сате home on his own re- 
tirement, to a quiet job at the Burmese 


Embassy i in Tokyo. | 

History has not, so far at any rate, been 
so kind to “Bung” Karno of Indonesia, 
опе of the more visionary, and: flawed, 
men of post-war Asia. Sukarno held office 
under the Japanese when they ruled his 


native Java, 1942-45, and took part inthe | 
_ preparation, under Japanese supervision, 


of the Indonesian Constitution, which was 
proclaimed along with Indonesian inde- 
pendence-two days after Japan's surren- 
der. Sukarno kept up his Japanese con- 
nections after he became president, and 
was introduced to the most famous of his 
wives, Dewi, a former bar hostess in Shin- 
juku, Tokyo, by his friend. Ryoichi 
Sasakawa, a former war criminal suspect 
and a flamboyant figure who seems to 
know everyone in Asian politics. 


ukarno fell after the complicated Ges- 

tapu coup (and savage massacre of 
Chinese) in 1965. His successor, Suharto, 
began his military career as a sergeant in 
the Dutch colonial army and continued as 
a lieutenant in the Japanese-sponsored 
self-defence forces.'He, too, has kept up 
his Japanese pérsonal connections and 
was photographed in Tokyo with a smiling 
group of Japanese wartime comrades on 
a.visit to Tokyo in 1977, a photograph 
Which did not appear in the Indonesian 
press, normally obsessively interested in 


‘the president's comings and goings. 


‘Singapore Prime Minister Lee Kuan 
Yew worked in the Japanese Domei news- 


British agent on tlie side, and as soon as 


Singapore: teed, ‘briefly, to British | 1 | 
le. L 


agency during the war years. There have | 
been persistent reports that Lee was à 


cent affair of the Japane 
old fears and resentments lurk just under the surface. 
гау Sayle, who began our series, now ends with : 
thoughts on Japan's role in the region then, now and їп 








but, i 
school textbooks бейопа 





















































bridge. He has since € 
Asia’ s most atte 


chief republic to. 
from the Japanese: as 
ese as models, is 01 


league, was in his 
Japanese army. In 
Korea was, of co 
anyone aspiring (о a 
the choice of donning: 


adopted... according to: 

Kim Il Sung of North. 

Koreans never tired of 

time with the Japanese army whi 
served, according to them, unde 
quintessentially Japanese. name. 
Okamoto. Certainly Park. ne 
lived down suggestions that В 
too-cosy relations with Ja 
BS and business! 


ing by the. experience | 
р but. what of the. eople 
À eth 


China tay in some form of но 
lationship with oe even th 


for his country. Wang ` 
the Greater East Asia 






We care enough not to have 
your wife wait late for you 
at the airport. 
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When you're late, a waiting wife can become anxious or even worried. We at Lufthansa take 
special care in аты that our flights from Frankfurt and 57 other destinations in Europe, depart 
...and arrive on time. Punctuality . .. one of many qualities for which Lufthansa is famous. 
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German Airlines 


Diamondlike lustre 
enhanced by time. 


CITIZEN QUARTZ 


EXCEED 





Brilliant, resilient, and five times harder than steel. 


A prized possession should most expensive watches do not and elegant, and bestowed it 


endure. Exceed watches do. affect the beauty of Exceed. An with a quartz movement 

They keep their deep rich Exceed watch looks as brilliant ^ accurate to within seconds a 
lustre for years, because they are after years of service as it does month. For the man or woman 
protected by a space-age alloy the day you first put it on. with a taste for lasting beauty, 
close in hardness to diamond. Yet for all its resilience, here is a watch that will endure 
Scratches that dull even the Citizen has made Exceed slim the test of time. 


The art and science of timekeeping. 





WE ASKED THE 
QUESTIONS SO 
THAT YOU 
COULD HAVE 
THE ANSWERS 
ABOUT 
ASINS TOP 
MANAGEMENT 


According to the latest available data from World 
Bank Atlas, The ASEAN countries (Indonesia, 
Malaysia, Philippines, Singapore and Thailand) and 
Hong Kong have an estimated 240 million people 
The area's gross national product (GNP) approaches 
(US) $100 billion and is growing at a rate of nearly 
556 per year. Whereas total GNP is greater than 22 
of the 29 countries in Europe, every country in 
Africa, all other Asian countries expect Japan and 
The People’s Republic of China, and every country 


In an extraordinary city, 


Mandarin International offers US Cans an dr tithe weas ow 
a great hotel. ASEAN ang Kon posted or ova per copa 


growth rate that exceeded Japan, The USSR, West 
Germany, The United Kingdom, France, Italy and 
United States —the greatest economic powers in 
the world. This is clearly an area on the move 
Although ASEAN & Hong Kong are still "developing" 
in many areas, they are rapidly taking their place 
along side the economic super powers. 


* Whois managing business activity in ASEAN & 
Hong Kong? 

* Where does he work? How large is his company? 

* Whatare his responsibilities? What decisions does 
he make? 

* How does he foresee business for his company? 

* Whatare his personal statistics? 

* Which English4anguage publications does he 
read? What does he think of them? 


These, and other, questions are answered by this 
survey which was sponsored by The Far Eastern 
Economic Review and conducted by the indepen- 
dent research firms of Erdos & Morgan, Inc., and 
Business International, Corp 
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hartered has helped 
andsome dividends. 


Since 1853, The Chartered Bank has played a vital role in Asian business 
and industry. Participating in prestigious government loans, investing in fledgling 
industries and helping to support Asia's traditional exports such as timber, sugar, 
rice, tin and rubber through the good times and the bad. 

Today, through our network of more than 185 offices in over 15 Asian countries, 
we're more involved than ever. 

For example, we're involved with large-scale project finance and major loan 
syndication throughout the region. Our many years in the area have made us familiar 
with local and regional investment opportunities. And it goes without saying that our 
trade finance and import/export capabilities are second to none. 

So whatever you want from a regional bank, whether it's letters of credit, giant 
offshore transactions, or just market advice, we can help 

Who knows, our help might lead to a bountiful harvest 


и 
2 THE CHARTERED BANK 


A WEALTH OF EXPERIENCE IN ASIA 


A member of the Standard Chartered Bank Group with over 1500 branches 
in more than 60 countries. 


Hong Kong. Malaysia. Singapore, Indonesia. Brunei, Philippines, Japan, Korea, The People's Republic of China. Thailand 
Bangladesh, Sri Lanka. India, Pakistan, Nepal, Australia (Standard Chartered Bank) 
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An on ичи election is announced as the 


Colombo: Hours after Sri Lanka's parlia- 


| ment had passed the third amendment to 
. the country's 1978 constitution, enabling 


an early presidential election, President 


_ Junius Jayewardene declared on August 
- 27 he would seek a second term as the can- 


didate of the ruling United National Party 
(UNP). Nomination day has been fixed 
for September 17, Jayewardene's 76th 


"birthday, with polls set for October 20. 


The constitutional amendment bill had 


. been held up pending a Supreme Court 


verdict on an opposition group's challenge 


| that it affected the franchise of the people 


and could not therefore be passed by par- 
liament without the people's consent at a 


. referendum. In the event, the three-judge 


bench ruled against the appellants. Parlia- 


. ment passed the amendment 139-1, with 


the lone communist MP, Sarath Mut- 
tetuwegame, voting against it. Opposition 
Sri Lanka Freedom Party (SLFP) MPs 
abstained and the Tamil United Libera- 
tion Front (TULF), which has refused to 


_ take part in parliamentary action on con- 


stitutional bills, was absent. 
So far Jayewardene is the only declared 
candidate. The  Janatha Vimukthi 


— Peramuna (People's Liberation Front), 
the revolutionary leftist party which led 


the 1971 insurrection in which thousands 


of youths were killed, has said it will run its 
leader, Rohana Wijeweera. But the an- 
‘nouncement has been vague and there is 
mo certainty Wijeweera will run. Kumar 


Ponnambalam, the leader of one of the 
country's smaller Tamil parties, has said 
he will contest if the TULF decides to 
keep out of the race. The TULF has said it 


- is not fielding a candidate. 


The real opposition, however, must 


come from the candidate backed by 


former prime minister Sirimavo Ban- 
daranaike who is disqualified from run- 


. ning, having been stripped of her civic 
- fights for six years in October 1980. There 
Mare strong indications that Mrs Ban- 
- daranaike would like her son, Anura, 33, 


to contest. While Mrs Bandaranaike's 
and its leftist allies, notably the 


‘Trotskyist. Lanka Sama Samaja Party 


(LSSP) and the Moscow-aligned com- 


- munists, have agreed that the anti-UNP 


forces must field a common candidate 


_ against Jayewardene, they are not in 
_ agreement on who he should be. 


Colvin de Silva, leader of the LSSP, is 
the strongest leftist contender for nomina- 
tion by the Bandaranaike-backed groups. 
A flamboyant 50-year veteran in national 
politics and a leading lawyer, de Silva 
nevertheless has some disadvantages, the 
major one being that his party was wiped 
out at the last election and is no longer a 
force in the country's politics. 
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P seeks to renew its mandate in October 
` — By Manik de Silva 


While de Silva is the choice of the Left, 
it is unlikely that the SLFP will willingly 
concede the slot to anyone outside its own 
ranks. Within Mrs Bandaranaike's group 
the contenders include T. B. Ilangaratne, 
the party's deputy leader, and former 
lands and agriculture minister Hector 
Kobbekaduwa. But the strong dark horse 
is Anura, though he will have to fight off 
opposition from sections of the party 
owing allegiance to his sister, Chandrika, 


Mrs Bandaranaike: behind-the-scenes opposition. 


and her film-star 
Kumaranatunga. 
The Kumaranatunga group will do all it 
can to block Anura. Mrs Bandaranaike 
today does not have the same unques- 
tioned obedience from her party as she did 
as prime minister. But she still commands 
the loyalty of the rank and file though her 
demands can be outvoted in smaller party 
bodies like the politburo. If she decides to 
push Anura, and she is expected to show 
her hand soon, she is likely to go to a 
broader party forum than thé politburo. 


husband, Wijaya 


усап support for Anura has been 
building up in recent weeks and on 
August 30 party stalwarts from several 
parts of the country called on Mrs Bandara- 
naike with a request that he be nominated 
for the presidential race. The SLFP's cen- 
tral committee discussed the request the 
same day and decided to call a meeting of 
a larger party body, the executive commit- 
tee, which is made up of electoral organis- 
ers from all over the country. According 
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body was expected 
to nominate him às the party's choice. 

disarray in the opposition ranks 
was the major reason that made Jayewar- 
dene amend the constitution to face the 
voters 16 months before he needed to. His 
current term runs until February 1984 but 
an early renewal of his mandate has ad- 
vantages. The parliamentary election is 
scheduled in July 1983. The president may 
call it earlier if he so wishes. A big victory 
in October would enable Jayewardene to 
dissolve parliament and call a general 
election this year to benefit from the 
trend. A defeat would, of course, mean 
that the scenario would turn dramatically 
in favour of the opposition. 

Some of Mrs Bandaranaike's backers 
say anearly presidential election will assist 
her bid to return to power in the face of 
her current disabilities. They argue that 
the government is well aware that it will 
face a difficult economic situation 
next year and that its current 
popularity in the country is lower 
than it would like the public to be- 
lieve. 

Hence the UNP's endeavour to 
take every advantage possible 
from the current disarray in the 
opposition ranks, the argument 
goes. Mrs Bandaranaike has often 
said at public meetings that 
Jayewardene is "afraid to face me 
at an election." As a disenfranch- 
ised individual, she is not only for- 
bidden to stand for election or vot- 
ing, she is also barred from cam- 
paigning after nomination day. 

Jayewardene is hoping to win 
the support of the minority com- 
munities in his bid for a second 
term. Among the Tamil minority, 
most of the plantation workers of. 
Indian Tamil descent, led by 
Minister of Rural Industrial Deve- 
lopment S. Thondaman, are likely 
to vote for the UNP. The votes of 
the indigenous Tamils of the 
northern Jaffna district, a strong- 
hold of the TULF, are likely to 
split, though many woüld favour Jayewar- 
dene over his opponent. The Muslim 
votes are also likely to be divided, with a 
larger share going to the UNP than to any 
SLFP-backed candidate. 

However, the UNP's major campaign 
plank will rest on its liberal economic 
policies which in recent years have helped 
the country generate badly needed jobs 
and ended scarcities of essential goods. 
The UNP, which also boasts of starting 
major development programmes, unlike 
the SLFP, could also seek a new mandate 
to complete the projects. 

For its part, the SLFP is certain to make 
the deprivation of Mrs Bandaranaike's 
civic rights a major campaign issue and 
will also attack the government over infla- 
ion and corruption. Word is also out that 
the SLFP would not revert to its radical 
policies of 1970-77 if it were to form the 
next government. Political. observers 
maintain that, though Jayewardene has a 
lot going for him, the election will not 
necessarily be a pushover. 
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border, notabl 


peted partial withd 
indeed, particularly in view of the уз 
held. belief that. the, withdrawal was no- 
thing more than a force rotation involving 
15-18,000 men. 
‘unilateral’ withdrawal 
might be egarded as a step in the right di- 
rection for an.eventual total withdrawal, 
we have little evidence that the offer was 
sincere. and that there has indeed been а 
genuine. withdrawal and not just simply 
another routine rotation of disengaged 
tropps,” Thai Foreign Minister Siddhi 
» ila.said recently. “On the contrary 
we have received information that Viet- 
^namese units near the Thai-Kampuchean 
ly at Siem Reap, have been 
preparing to. ve thousands of new re- 
cruits both from northern and southern 
Vietnam." 

Siem Reap is the home of the 479th 
Front headquarters, which along with 4th 
Corps in Koh Kong on the southern coast 
and the 579th Front headquarters in Kom- 
pong Thom, directs. Vietnamese opera- 
tions against the Khmer Rouge and other 
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1973 ceasefire in Vietnam. 


hree Vietnamese soldiers, two of 
whom defected only a week after being 


| assigned to the Sisophon-based 75th Divi- 


sion, told interrogators they could not see 
the end of the truck convoy that brought 
them to Siem Reap about a month ago, or 
roughly the time when Thach said the par- 
tial withdrawal had been completed. 

“It was not a withdrawal, probably re- 
placement is a better word to use,". a 
Western intelligence specialist told the 
REVIEW. "Right now, it looks like more 
came in than went:out.” Correspondents 


| returning from Cambodia had. the. same 


impression, based on witnesses who kept a 
tally of troop buses passing through 
Phnom Penh. In the month before the 
withdrawal was announced, they. esti- 
mated that 26-30,000 troops headed 
through the capital into. western Cam- 


bodia. Those they actually saw moving out 


numbered no more than 5,000. 
Diplomats in Hanoi say the preva 
Indochina situation, after a period o 





throw into qoe it would be i impo si 


for them to.crush the guerillas wit 


tering. Thailand. іп at least divis 
strength and.employing divisional-tact 
Thailand may seem at times to turn abl 


eye to light hot-pursuit penetration 


interests of not being drawn into a hea 
engagement from which it might b 
ficult tobreak contact. But the presen 


such a large-concentration.of Vie 
forces could hardly be tolerated 
The. feeling. among Hanoi- 
lomats is that it. will not c 
spite the ominous manifesta 
current Vietnamese build-up 
Mak Munincursion in. : 
namese were clearly takem ab: 
scale оѓ the Thai.response. M 
tant, perhaps would be the i 
reaction and the impact it would 
the. tentative 
wards a Cambodian: 
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` The Vietnamese hit the Khmer Rouge 
harder last year than they had done since 





ANC LE EU 


the December 1978 invasion, inflicting 


probably the most serious losses on a 


string of base camps close to the Lao- 
Cambodian border. That and other intelli- 
gence information has led analysts to con- 


| clude that it was not until about June last 
year that the Vietnamese decided it was 


time to get serious. 

Up to now, Hanoi has been concerned 
with strengthening the infrastructure of 
the Heng Samrin regime and keeping the 
Khmer Rouge contained and away from 
the hinterland. But probably the main re- 
straining factor was the general mobilisa- 
tion ordered in the north after the Chinese 
incursion in 1979 and the work done since 
to stiffen defences against a further 
onslaught. This has now largely been com- 
pleted and American experts maintain 
that there are 500,000 or possibly 
700,000 troops positioned between Hanoi 
and the Chinese border. These in- 
clude about 250,000 regulars organised 


- into 20 fully integrated divisions, or 


roughly a quarter of Vietnam's standing 
army (page 42). 
Intelligence specialists say that apart 


"from long-established units such as the 





304th, 308th and 320B divisions, which 
saw considerable service in the south dur- 
ing the Vietnam war, a number of new di- 
visions have been formed by dovetailing 
independent regiments. “What they had 
to do was create a competent defence,” 
said one source. “I think they are now ina 
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ng that is thrown 
at them [by the 
Chinese]." Hanoi- 
based diplomats agree. 

АП this is exactly 
what China wants — to 
keep the cream of Viet- 
nam's army pinned 
down along its border 
and away from Cam- 
bodia where the bulk of 
the fighting has fallen 
on the shoulders of 
southern recruits with 
none of the experience 
of their northern coun- 
trymen. But even if Pe- 
king is prepared to 
teach a second lesson 
to Vietnam — and 
there are those who 
feel it is not — Chinese 
is leaders are fully aware 
that if they thrust past a certain point into 
the lowlands northeast of Hanoi, they 
would risk almost certain Soviet action 
along their own northern border. 

It may be with this knowledge, 
bolstered by a new confidence in the 
strength of their frontline defences, that 
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` Harun back in the spotlight 


A pardoned politician is expected to play a bigger 
siy in Umno but not to seek national posts 


By Frieda Koh 
Kuala Lumpur: The drawn-out battle to 
E Datuk Harun Idris, former youth 

ader of the country's leading party, the 
United Malays National Organisation 
(Umno), from political limbo ended this 
week with a pardon which should pave the 
way for his playing a wider role — if he 
chooses — in party politics. The Pardons 
Board, chaired by the king, announced on 
the eve of the country's 25th anniversary 
of independence on August 31 that it had 
granted a full pardon to Harun. 

Not that Harun, 57, has been inactive 
posu. He is widely believed to still 

ave the support of about a third of Umno 
Youth, of which he was president when 
convicted of forgery and corruption in 
1978 and sentenced to six years impri- 
sonment. 

He was elected a vice-president of 


|... Umno's main body while still in prison in 


July 1981. This same election witnessed a 
bitter duel for Umno's deputy presidency 
between Datuk Musa Hitam, who won it 
and later became deputy prime minister, 
sand Finance Minister Tunku Razaleigh 
Hamzah. 

Harun’s supporters were thought to 
have been a deciding factor in the out- 
'come of the extremely close race. Prime 
Minister Datuk Seri Mahathir Mohamad, 
who had succeeded Datuk (now Tun) 
Hussein Onn the previous month as the 
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national and party leader, was known to 
favour Musa as his deputy. 

Following the Umno vote, Harun ob- 
tained. a remission of his sentence from the 
Pardons Board, advised by the attorney- 
general, after having served about three 
years. 

Earlier this year, Musa, as home minis- 
ter, exempted Harun from a law barring 
him from holding a political post for five 
years as a result of his conviction. But the 
pressure from Umno Youth for a full par- 
don continued. This was unpublicised, to 
avoid giving the impression that the 
board's deliberations were being influ- 
enced by political forces. The board's de- 
cision was reached early this month, in- 
formed sources said. 

Harun's supporters claim the pardon as 
a quid pro quo for their support for Musa 
as the party's deputy president. Umno in- 
siders stress however that, for the foresee- 
able future at least, Harun will play a party 
role only and not vie for national posts. 
Harun's ability to play such a role was 
demonstrated in the general election 
this year when he was made director of 
elections in Selangor state, of which 
he was chief minister before his con- 
viction. 

Some lawyers were shocked by the par- 
don. One told the REVIEW there was no 
legal basis for the pardon since a pardon 





technically meant that the person's record 
should be expunged and that there had 
been a miscarriage of justice, In Harun's 
case, there was no quarrel over the court's 
essential findings. It is noted however that 
the Pardons Board does not have to ex- 
plain its actions. 

The pardon came about a week before 
the Umno national congress was sche- 
duled to open in Kuala Lumpur. Western 
newsagencies quoted Harun as saying 
after his pardon was announced that he 
was not sure whether he would return to 
active politics. “It is too early to say any- 
thing," he added. ш 


SEPTEMBER 3, 1882 ө FAR EASTERN ECONOMIC REVIEW 
ng f SS 





exchange to cover two months of imports. 

Chun was the first foreign leader to visit 
Kenya since airforce rebels seized effec- 
tive military control of the capital for 
about six hours in à coup.bid on August 1. 
No longer an example of stable democ- 
racy, Kenya has been a one-party state 
since June 9. 

Despite the adverse signs, Hyundai re- 
mains optimistic about closer cooperation 
with the African countries in East Africa. 
Lee estimates the value of his office's 
trade at about US$10 million a year in 
East Africa, while saying regional offices 
in the Nigerian capital, Lagos, and 
Tripoli, Libya, are worth about US$20 
million and US$10 million respectively. 
His company has about a one-third share 
in South Korean exports to East Africa, 
he said. “Business will definitely improve 
here over the next five years,” Lee said in 
an interview. “It is true that we are having 
a very difficult time selling consumer pro- 
ducts here because of the local foreign-ex- 
change restrictions. Hyundai has had an 
office here for the past five years and this 
is the hardest year so far. Our sales are 
down this year, though Ethiopia is impro- 
ving slightly. 

“These difficulties with import licences 
will continue for a while,” he said. “We 
don’t expect them to relax in the next few 
years, but we will still make progress in the 
volume of our exports because we are 
looking at various different areas of ex- 
ports. Hyundai is here to stay." In addi- 
tion to the motor vehicles, fishing boats 
and steel-rolling mills which Hyundai al- 
ready exports to East Africa, he men- 
tioned aero-engine parts and semiconduc- 
tors among the different areas the com- 
pany is exploring. 

There is another aspect of South 
Korea's emphasis on success in the com- 
mercial and contract fields. By winning 
contracts, Seoul seeks to show that it holds 
a considerable technological advance over 
its northern, communist rival. There is a 
similarity here with Taiwan's contract ef- 
forts in Saudi Arabia — which still has no 





E. 
Chun in Canada after Africa: catching up. 
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diplomatic links with Peking. Through its 
construction efforts in Saudi Arabia, 
Taiwan is also aiming to show the Saudis 
that its system is more advanced and suc- 
cessful than that of China. 


Hi little of value to export, North 
Korea turns instead to weapons and 
guerilla training and attempts to peddle 
ideology. Information on the full extent of 
North Korean activities in Africa is not 
freely available, but its involvement in 
leftist causes since 1966 is known to span 
all five continents. Only in a few instances, 
such as its aid for the faction of Zimbab- 
wean guerillas led by Robert Mugabe, 
now prime minister, the Southwest Afri- 
can People's Organisation in Namibia, 
and the Polisario Front fighting Moroccan 
control of the Western Sahara, has its in- 
volvement received some approval. In 
many cases, it has been seen as subversion 
and support for terrorism. In September 
1970, Pyongyang's involvement with sub- 
versive elements led to the suspension of 
its relations with Congo when the ambas- 
sador to Brazzaville and three of his staff 
were arrested and referred to a court mar- 
tial for assisting an anti-government guer- 
rilla organisation. 

Intelligence sources say African gueril- 
las known to have undergone training in 
North Korea have come from Chad, 
Guinea, Algeria, Angola, Sudan, Central 
African Republic, Libya, Congo and 
Uganda. Between March 1977 and March 
1980, about 60 North Korean instructors 
trained Polisario fighters in Algeria, they 
say. 
The North Koreans’ path in Africa has 
not been smooth, however, Early in Au- 
gust, two unidentified North Korean army 
officers, one a colonel, were ambushed 
and killed as they rode in a staff car out- 
side the Ugandan capital, Kampala. The 
so-called National Resistance Army, one 
of many guerilla movements fighting to 
overthrow Ugandan President, Milton 
Obote, later claimed responsibility for the 
deaths of the North Koreans, who were 
assisting in a training programme for the 
recently reformed Ugandan army. 

And 128 North Korean military advis- 
ers recently left Zimbabwe under some- 
thing of a cloud. They had been training 
the Sth Brigade, an elite unit composed of 
former guerillas from the old Zimbabwe 
African National Liberation Army and 
often accused by critics of being Mugabe’s 
palace guard (REVIEW, Jan. 8). When the 
Sth Brigade mounted a joint operation 
with the neighbouring Mozambican army 
against Mozambican guerillas, both sides 
were amazed by its poor showing and the 
North Koreans were sent packing. Local 
diplomats said the Zimbabweans, who ac- 
cused the North Koreans of being racist, 
had felt all along that they were paying too 
much for their services, including all trans- 
port costs, andthe battle field failure was 
the last straw. The British are now expect- 
ing to take over the brigade's training. рд 





а Vietnamese troops pull out: others move in. 
CAMBODIA 


Offensive 
build-up 


A Vietnamese troop build-up 
in Cambodia points to a 
major dry-season operation 


By John McBeth 

Bangkok: Defence analysts, who argue 
that Hanoi's military actions in Cambodia 
were hampered until mid-1981 by Viet- 





nam's preoccupation with strengthening _ 


its northern defences against China, now 
believe that all the signs point to a major 
dry-season offensive towards the end of 
this year. The belief has been reinforced 
by reports that a new Vietnamese army 
corps has moved into southern Vietnam 
and may be poised to enter Cambodia. 
These reports, if verified, would involve 
the deployment of a 50,000-man force, or 
roughly three divisions with support ele- 
ments, drawn from Vietnam's second de- 
fence line around Hanoi. 

Thai National Security Council secre- 
tary-general Sqn-Ldr Prasong Soonsiri 
recently revealed that new T54 tanks and 
Soviet-built armoured personnel carriers 
had arrived in Cambodia, along with 
stocks of AKM47 assault rifles, a more 


powerful version of the AK47 with a — 


lighter plastic butt. Western analysts say- 
much of the build-up took place several 
months ago, but Prasong apparently held 
off disclosing it. 

Thai Ist Army Region officers, whose 
troops man defensive positions along the 
Thai-Cambodian border, have reported 
train-loads of ammunition rolling into 
western Cambodia and say the Vietnam- 
ese are improving access roads towards re- 
sistance enclaves. According to Prasong, 
the preparations foretell an intensification 
in fighting across the border, though some 
senior officers appear to feel it will be 
some time before the Vietnamese are 
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arena as Seoul and Pyongyang vie for 


nd Tyrrell 
When South Korean President 
Doo Hwan alighted from his Ko- 
Airlines 747 in the Gabonese capital 
ibreville a guard of honour smartly 
ented arms. Then, as Chun and his 


ne the strains of the North Korean na- 
ional anthem. ; 

barrassing though that. protocol 

inder was at the time; it served. well to 


‘taking in Kenya, N 

gal. Although Seo 
ast natural resources о ica а 
iploit the continent's enormou 


n terms of diplomatic relatioris alone, 
yongyang has ties with 39 out of 43 Afri- 
an countries, compared to-Seoul's 28. 
he only countries still snubbing North 
orea are Djibouti, Ivory Coast; Malawi 
nd Swaziland. The diplomatic numbers 

ne becomes even more revealing when 
€ Я Бе : 


This game of numbers and support has 

een played before in Africa. First there 

as a contest between Israel and Arab na- 
s, which Israel lost. Then China and 
aiwan staged a replay, ending with near- 
complete victory for Peking, which thus 
ined valuable support in the United Na- 


s where a vote from a tiny state such as’ 


) Taome and Principe equals one from, 


e Soviet Union or the United States. 


rt from the Koreans, the. Khmer 
ouge and the Heng Samrin government 
Phnom Penh are also vying for support 
‘om African states. 
One main reason for North Korea’s cur- 
ad in its race with Seoul is its con- 
› if. somewhat questionable, 
| ip of the non-aligned. move- 
ment, which gives it a special entree with 
the majority of African states. Seoul, 
hich remains firmly. іп Washington's 
rbit, is not a member of the non-aligned 
ovement. Another reason lies in the two 
ntries’ fundamentally different ap- 
oach to winning friends and influencing 


Ople in Africa. Whereas North Korea | 


offers military assistance in the form of 
apons and training, the South relies 


гоп commerce, which in Africa |- 


entails unique difficulties. sU 
On a proven-deposit basis,. Africa ac- 


counts for more than 50% of the world's 





zl tunity will con to | 
| understanding between our two peoples 


ns new horizor 


total of at least seven minerals: diamonds 
(96%), chromite (96%), platinum (84%), 
phosphates (73%), tantalum (67%), gold 
(64%) and palladium (52%). Nigeria 
alone accounts for 3% of proven world oil 
reserves and ranks seventh as a world pro- 
ducer, with 754 million barrels in 1980. 
Moreover, Africa has 43% of the world's 
proven cobalt deposits, 34% of bauxite, 
32% of uranium and 20% of copper. In 
non-mineral areas, Africa produces 
69.3% of the world’s cocoa exports, 
43.2% of peanut. oil, 35.5% of peanuts 
and 26.8% of coffee. 


ut, despite Africa's natural wealth, 

South Korean trade with the whole 
continent last year amounted to a meagre 
2.5% of its total business worldwide. And 
the exchange was heavily in Africa's dis- 
favour. While South Korea exported 
US$532 million worth of goods to Africa, 
including ships, wood products, textiles, 
electronic appliances, machinery and 
steel products, i 
million in return; mainly in raw materials. 
As Chun said on the first stop on his tour: 
"] am convinced that this precious oppor- 
te to the deepenimg of 


and also expand trade, economic coopera- 


tion and mutual exchanges between | 


Kenya and [South] Korea." 


Doubtless Chun's high-profile tour will - 


indeed lead to some expansion of trade 
ties. Lee Sang Hong, general manager for 
East Africa of the giant Hyundai corpora- 
tion — South Korea's biggest in terms of 
sales — said Chun's visit to Kenya with an 
entourage of three cabinet ministers, 
three deputy ministers and 27 South Ko- 


imported only US$153. 





` tions in force, central bank figures 


üsinessm, luding Hyundai 
chairman Chung Ju Young, played a vital 
role in the landing of contracts for trans- 
port equipment worth about US$2 million 
for his company. There were similar re- 
ports of successful business deals. being 
struck in the other African capitals Chun 
visited.' | | ad ` 


rean business 


1 with Africa is more 

realistic prospect. 
in state which is not corrupt, 
politically unstable and bankrupt is the ex- 
ception rather than the rule: Even wealthy 
Nigeria, whose heavily oil-dependent 
economy has been | t, first by a 
world glut and tl / falling prices, has 
been forced to cut back drastically on im- 
ports and all foreign-exchange outlays. In 
Africa, most capital projects are funded 
by aid handouts tied to government-sub- 
sidised imports from the industrialised 
countries, which leaves little room for pri- 
vate enterprise of the South Korean pat- 
tern. 

Kenya is a case in point. With no natural 
resources to. speak of, this East African 
nation of 17 million was once held up as a 
model for Africa of economic prosperity 
and stable democracy. A food exporter 
since independence from Britain in 1963, 
it has had to import grain for the past two 
years to make up for a shortfall. 

Faced with rapidly dwindling foreign- 
exchange reserves, a mounting oil bill and 
a world-record population growth rate of 
3.9% a year, Kenya severely restricted'im- 
ports in mid-1980. Even with those restric: 
how 
that there is now barely enough foreign. 








MUSA SPEAKS OUT 
Thai officials who attended last 
week's Thai-Malaysian border 
committee meeting in Kuala 
Lumpur are said to be privately 
upset over the өзүн style of 
negotiations adopted by Malaysian 
Deputy Premier and Home Minister 
Datuk Musa Hitam. One issue of 
contention appears to be Musa's 
ublicly voiced concern over the 
increasing number of Thais in the 
outlawed Communist Party of 
Malaya (CPM). Despite praise for 
recent successes by Thailand’s 
Fourth Army — including seizure 
of an underground CPM 
headquarters at Khao Nam Karng 
— the Malaysians were firmly of the 
opinion that both countries should 
not relax. 


GOING UNDERGROUND 


Singapore’s Provisional Mass Rapid 
Transit Authority, which is to begin 
construction of a rail system next 
year, may be chaired by Minister for 
Foreign Affairs and Culture S. 
Dhanabalan, government sources 
indicated. Dhanabalan’s previous 
experience includes,seven-year 
stints at the Economic Development 


AUSTRALIA 

Attorney-General Peter Durack and Trea- 
surer John Howard refused to resign over a 
tax evasion scandal involving the loss of mil- 
lions of dollars (Aug. 25). 


BANGLADESH 

About 400 policemen were dismissed for 
corruption and abuse of power, the govern- 
ment said (Aug. 29). 


BURMA 
Singapore Foreign Minister S. Dhanabalan 
arrived for talks (Aug. 25). 


CHINA 

The top cultural official in Hangzhou, Sun 
Xiaoquan, was sentenced to four years im- 
prisonment for illegally aquiring works of art, 
the People's Daily said (Aug. 25). United 
States Secretary of State George Shultz held 
talks in Washington with the Chinese Ambas- 
sador Chai Zemin on the issue of arms sales to 
Taiwan (Aug. 26). France is prepared to sell 
its Mirage 2000 to the People's Liberation 
Army (Aug. 27). 


INDIA 

Sanjay Gandhi's widow, Maneka, an- 
nounced that her Sanjay Vichar Manch group 
would be converted into a formal rival politi- 
cal party to the ruling Congress. The Haryana 
state administration sacked 124 more police- 
men following police demonstrations (Aug. 
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Board and the Development Bank 
of Singapore. One possible 
replacement as foreign minister is 
S. Jayakumar, current minister of 
state for law and home affairs. 


MORE THAN A MIRAGE 





China's decision to obtain the 
advanced French fighter, the Mirage 
2000, comes after unsuccessful 
attempts to produce a modern 
fighter of its own. Sources said the 
Chinese have now shelved 
production plans for their own 
version of the Soviet swing-wing 
MiG 23 after obtaining at least one 
MiG 23 from Egypt in the mid- 
1970s. Chinese prototypes — called 
the Jian 8 — have failed various 
tests, the sources reported. If a deal 
can be worked out with Paris, the 


25). The government protested to China over 
the announced opening of the Khunjerab 
Pass on the Karakoram Highway in the 
Himalayas to traffic. The United Arab Emi- 
rates Consul-General Ibrahim Jawad escaped 
an assassination attempt in Bombay by an un- 
identified gunman (Aug. 26). More than 300 
Sikhs were arrested in Punjab during a 
demonstration for Sikh autonomy, Indian 
newspapers said. Japanese Foreign Minister 
Yoshio Sakurauchi arrived for talks (Aug. 


27). 


JAPAN 

The government pledged to amend its con- 
troversial history textbooks eventually (Aug. 
26). Three employees of Mitsui and Co. in the 
United States have pleaded guilty to charges 
of aiding the company in a steel-dumping 
scheme (Aug. 27). 


MALAYSIA 

The Federal Court commuted the death 
sentence passed on a French woman, Beatrice 
Saubin, for drug charges to life imprisonment 
(Aug. 25). Politician Datuk Harun Idris, who 
served about threé years of a six-year jail sen- 
tence for forgery and corruption, was given a 
full pardon. The government released more 
than 350 detainees (Aug. 30). 


NORTH KOREA 
An American soldier who crossed over 
from the South sought political asylum, the 
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(JAL) are preparing to swdsch their 
computer hardware from ©, 
machines to those made, in ту 


case, by Fujitsu and, in JAL's ca 
Hitachi. Both Japanese companips 
deny the move is related to the 
industrial espionage case in the 
United States, in which Hitachi and 
Mitsubishi Electric were accused of 
buying stolen computer information 
about IBM. 


MOSCOW CALLING 


In what is seen as a Soviet diplomatic 
follow-up to Vietnamese Foreign 
Minister Nguyen Co Thach’s recent 
tour of three Asean countries — 
during which Hanoi's overtures on 
Cambodia had a less than 
enthusiastic reception — Thai 
Deputy Foreign Minister Arun 
Panupong has been invited by his 
Soviet counterpart, Nikolai 
Firyubin, to visit Moscow. He is 
expected to make the trip in late 
October. 


North Korean Central News Agency said 
(Aug. 28). 


PHILIPPINES 

The state prosecutor's office ordered a 
fresh investigation into the case of labour 
leader Felixberto Olalia, held on charges of 
inciting sedition and rebellion. Thai Foreign 
Minister Siddhi Savetsila arrived for talks on 
the Cambodian issue (Aug. 25). President 
Ferdinand Marcos returned to work after re- 
covering from an illness. Marcos met Viet- 
nam's Deputy Foreign Minister Ha Van Lau 
for talks (Aug. 26). A crackdown on alleged 
plotters continued with the arrest of four sus- 
pected communist dissidents and several 
members of underground radical groups, 
military sources said (Aug. 28). 


SINGAPORE . 

The government released a political pri- 
soner, Poh Soo Kai, who was imprisoned 
without trial for 16 years (Aug. 26). 


SRI LANKA 

Parliament approved legislation enabling 
President Junius Jayewardene to call for an 
early presidential election (Aug. 26). The 
election will be held on October 20 ( Aug. 30). 


THAILAND 

The government established diplomatic re- 
lations at ambassadorial level with Venezuela 
(Aug. 27). 
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Tn a long-planned but late-exe- 
cuted move to acquaint British 
Prime Minister Margaret 
Thatcher with the views of 
Hongkong people on the fu- 
ture of the territory, five unof- 
ficial members of the legis- 
lative and executive councils 
are accompanying Governor 
Sir Edward Youde to London 
to help brief Thatcher before 





1. 
Thatcher: late briefing. 





her meeting with Chinese lead- 
ers in Peking later this month. 

The Falklands situation has, 
indirectly, complicated the 
Hongkong situation by raising 
new issues of sovereignty, as 
well as + strengthening 
Thatcher's nationalistic in- 
stincts. But it has also delayed 
the prime minister's prepara- 
tion for Peking. 

The Hongkong delegation 
will need to put across Hong- 
kong's concerns and fear for 
the future separately from the 
Foreign Office, in whose ad- 
vice Thatcher has little confi- 
dence. The delegates will need 
to convince her that a jingoistic 
stand would be the worst possi- 
ble way of trying to preserve 
what all parties basically want 
— the status quo. 

— A CORRESPONDENT 


Operation Cold Store 
man is released 


Singapore has released one of 
remaining political de- 
tainees left from Operation 
Cold Store, the 1963 swoop 
that in essence decapitated the 
Opposition Barisan Sosialis. 
Poh Soo Kai, 50, was released 
on August 26 after agreeing to 
severe restrictions on his move- 
ments and political associa- 
tions. 


Poh was one of fewer than 20 
remaining political detainees 
by the government's count. His 
release suggests the govern- 
ment is anxious to free those 
detained during Operation 
Cold Store in order to avoid the 
embarrassment of a 20-year an- 
niversary next February. 

Opposition political sources 
say the government would like 
to release Lim Hock Siew, a 
leading veteran of Operation 
Cold Store. Lim has refused to 
provide an admission of com- 
munist beliefs or accept any 
limitations on. his activities 
were he to be released. 

— PATRICK SMITH 
Malaysia frees 47 
ISA detainees 
The Malaysian Government 
released 47 people held under 
the Internal Security Act (ISA) 
on the eve of the country’s 25th 
anniversary of independence 
on August 31. Deputy Prime 
Minister Datuk Musa Hitam 
said the 47 no longer posed a 
security threat and that their 
release had nothing to do with 
what he called foreign pressure 
groups who have criticised the 
act on human-rights grounds. 

The number of ISA de- 
tainees freed since Datuk Seri 
Mahathir Mohamad became 
prime minister in July 1981 
totals about 250. About 350 
people are still detained under 
the act. — FRIEDA KOH 


Explosive probe in 
Australian unions 

Three Australian officials, in- 
cluding the deputy crown sol- 
icitor in Perth, have been 
charged with disciplinary of- 
fences following the tabling in 
parliament on August 24 of a 
sensational Royal Commission 
report detailing the failure of 
the Attorney-General's. De- 
partment to enforce the law 
against tax avoiders. 

The report, by Frank Costi- 
gan, ОС, was commissioned to 
inquire into criminal activities 
by the ship painters’ and doc- 
kers' union but Costigan's trail 
of inquiries led him to uncover 
details of a multimillion dollar 
tax avoidance racket. The 
Labor opposition has called for 
the resignation of Attorney- 
General Peter Durack, charg- 
ing that he must take responsi- 
bility for what Costigan called 
gross negligence. Durack has 
so far refused to quit. 

— ANNE SUMMERS 


BUSINESS 


Indonesians seek funds 
for steel complex 

Cold Rolling Mill Indonesia is 
going ahead with a project to 
build a US$808 million steel 
complex in Cilegon, West 
Java, which will further inte- 
grate the fledgling Indonesian 
steel industry. The complex 
will process hot-rolled steel, 


produced by state-owned 
Krakatau Steel, into steel 
sheets which Krakatau will 


then buy and market. To help 
finance the plant, Cold Rolling 
Mill has mandated Asia Pacific 
Corp., the Hongkong-based 
merchant banking subsidiary 
of Citibank, to raise a US$205 


million 10-year loan. The in- - 


terest on the loan is at 1% over 
the London inter-bank offered 
rate (Libor) for the period of 
the loan which is covered by 
guarantees from shareholders. 
Should the guarantees be with- 
drawn by mutual consent the 
interest. will rise to 1.125% 
over Libor. 

Cold Rolling Mill is held 
40% by Krakatau; 40% by the 
Liem group led by well-con- 
nected businessman Liem Sioe 
Liong and 20% by the Ciputra 
group, which is mainly in- 
volved in property develop- 
ment. -— MANGGI HABIR 


IMF policies come under 
critical scrutiny 

The policies (and the size) of 
the International Monetary 
Fund (IMF) will occupy centre 
stage during the week-long 
joint annual meetings in To- 
ronto of the IMF and the 
World Bank, beginning on 
September 2. Washington 
leads the opposition to the 
fund's policy of lending to de- 
veloping countries before they 
are overwhelmed by balance- 
of-payments crises. The fund 
has encouraged such countries 
to come forward early for 
medium-term (up to three 
years), structural-adjustment 
credits to avoid crisis. But the 
administration of United 
States President Ronald 
Reagan, supported by Britain 
and West Germany, fears such 
programmes are diluting the 
IMF's stringent conditionality. 
The swift development of the 
Mexican crisis has underscored 
the vulnerability of the interna- 
tional credit system and debate 
in Toronto will also centre on 





how to avoid more “Mexicos,” 
Despite Washington's time- 
ly response to the Mexican 
crisis, however, the US does 
not want to see the fund as- 
sume a greater role in interna- 
tional finance. 
— RICHARD NATIONS 


Singapore raises stake 
in petrochemicals 
The Singapore Government is 
reportedly preparing to raise 
its stake in one of the five 
downstream |. petrochemical 
plants that will consume pro- 
ducts from a naphtha and 
gasoil cracker now in the final 
stages of construction. Appa- 
rently quoting government 
sources, local press reports say 
Singapore plans to absorb the 
15% stake in the project's 
S$250 million (US$116.3 mil- 
lion) ethylene glycol plant that 
was left when Mitsui Pet- 
rochemicals withdrew from the 
project earlier this year. The 
government interest would 
thus be increased to 43%; the 
other partners in the plant, 
construction of which has not 
yet started, are Shell Chemi- 
cals (20%), Sumitomo Chemi- 
cals (2%), and a Japanese con- 
sortium that held 50%, Mit- 
sui's interest was part of the 
consortium’s share. Singapore 
is apparently stipulating it be 
allowed to sell off its new 15% 
stake at a later date. Industry 
sources view the move as a 
temporary measure to allow 
construction to begin — and as 
an indication that no other 
buyers have yet been found. 

— PATRICK SMITH 


US firm wants control 

over Thai gas scheme 
Texas Pacific, which has pro- 
posed a US$3 billion venture to 
export liquefied natural gas 
from its concession in the Gulf 
of Thailand, is insisting on 
majority control of the scheme 
despite Thai Government at- 
-tempts to put 60% of the shares 
in local private- and public-sec- 

tor hands. 
The government has mooted 
a Thai-controlled pilot com- 
pany for what would be the 
country's largest-ever single in- 
dustrial project, with an option 
for the American firm to take 
up the remaining 40% equity. 
But Texas Pacific in response 
reaffirmed its rights under Thai 
petroleum laws to produce, sell 

or export natural gas. 

— PAISAL SRICHARATCHANYA 
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Since Datuk Seri Mahathir Mohamad, now prime 
minister of Malaysia, wrote his controversial 
book The Malay Dilemma, that dilemma has 
been partially solved through the . New 
Economic Policy and other measures designed 
to bring the Malays into the nation's economic 
mainstream. Now, it is Malaysia's Chinese who 
face a dilemma. In a two-section cover story 
Kuala Lumpur bureau chief K. Das examines the 
political and cultural isolation of the Chinese 
which has lingered since the May 13, 1969, race 
UT UT ee riots, and attempts to overcome it, encouraged 
by Mahathir's more outgoing policies towards them. And Kuala Lum- 
pur business correspondent Jeffrey Segal looks at the complex 
structure of Chinese business — particularly at the giant Muiti-Pur- 


pose Holdings, and the guilds and clans which still influence 
Chinese commerce. Pages 44-48, 93-94 
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tions and the procedures which resulted in 
the death sentence. All members of the 
mission volunteered their time. Although 
funds for travel and related expenses did 
come from FUEMSSO, as well as a 
number of other organisations, the or 
ganisations represented by the mission 
members (such as the International Fed 
eration of the Rights of Man, and the In 
ternational Human Rights Law Group 
both of which enjoy consultant status with 
the UN) are not beholden to any other or 
ganisation. 

Thirdly, your article quotes a local law- 
yer as being apprehensive that the visiting 
lawyers would take a high profile and 
mount a campaign. The mission took 
exactly the opposite approach. It re 
peatedly met all inquiries from the press 
with: "No comment." Our group did issue 
a brief statement on arrival and another 
upon departure, which thanked the gov- 
ernment for its cooperation and provided 
some very brief factual background on the 
mission and its members. Other than this, 
in accordance with our policy, we held no 
press conferences, gave no press state- 
ments and refused to talk to reporters 

Depending on future discussions and 
developments in Malaysia, the group may 
publish a report, which it may send only to 
the Malaysian Government, but such mat- 
ters have not yet been determined. The 
problem of possible hangings in Malaysia 
is a serious one. Your coverage is extraor- 
dinarily useful in providing information to 
an international community which is 
deeply concerned, as well as to many indi- 
viduals and groups within Malaysia, and 
we appreciate your reporting of these 
important events. 

San Francisco SIDNEY M. WOLINSKY 


e K. Das replies: Wolinsky is right on all 
points. My subsequent article [REVIEW, 
Aug. 13] made the situation clear 


Power for the people 


Your correspondent Mohammed Aftab 
gives a true picture of the mess in which 
bureaucratic incompetence has landed 
Pakistan's power utilities [REVIEW, July 
23]. Take the electricity muddle. Power 
rationing has been in force in many places 
this year due to late arrival of the monsoon 
rains. The same thing happened when the 
rains were delayed last winter. Yet, in 
stead of conserving electricity and ensur- 
ing a regular supply to existing consumers, 
the authorities every year make a great 
play about electricity having been pro- 
vided to thousands of villages which had 
no power before. The trickle of electricity 
which goes to each such village is in any 
case insufficient to serve any useful pur- 
pose there, and merely aggravates the 
overall power shortage. Furthermore, 
public and private buildings all over the 
country are needlessly and wastefully de- 
corated with thousands of coloured lights 
on occasions of religious and national fes- 
tivals. And perhaps the crowning act of 
stupidity is a plan to run electric trolley- 
buses in Islamabad and other cities! 

Lahore I. K. MALIK 


FAR EASTERN ECONOMIC REVIEW e SEPTEMBER 3, 1982 








Benson & Hedges 
Special Filter 





Tyrone Power wanted a 4-poster 
Douglas Fairbanks thought silk sheets would be nice. 


And John D Rockefeller Ш needed his night shirt cleaned in 2 hours. 


Now, what can we do for you? 


You expect the world's 
better hotels to offer you 
things like prompt room 
service and a turned-down 
bed at night. 

At The Manila Hotel, 
travelers have come to 
expect more. 

Like a butler-on-call on 
every floor. 

A Mercedes and uni- 
formed chauffeur to whisk 
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A sports/health club 


with masseuses, gym, sauna, 
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rounding a refreshment bar 
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communications center that 
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allows you to mix your 
business with our pleasures 

Seven different orches- 
tras playing in six unique 
dining rooms 

And a lobby which is 
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the Orient 

But services aren't what 
make one better hotel better 
than another 

Service is 


Our bell-hops and desk- 


clerks know you by name 
before you've been our guest 
24 hours. 

Our elevator operators 
know your floor before you 





There are perhaps a dozen incredible 
places to see in the Orient 
One of them is a hotel 






Philippines 


can tell them 
The way we see it, you're 
not just staying at a hotel 
You're staying with us 
One other thing most 
modern luxury notels can't 
offer you that The Manila 
Hotel can 
A legend of elegance and 
warmth that has served 
royalty, heads of state, movie 
stars, famous generals, world 
boxing champions and world 
beauty queens for almost 
70 years 
A legend that stands 
ready to serve you 
For reservations, 
please consult your travel 
agent or Philippine 
Airlines sales office 
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trying to find a so- 
lution to the Tibe- 
tan problem then 
it must, as a pre- 
requisite to gaining 
the confidence 
of the Tibetan 
people, do two 
things. First, it 
should declare the 
whole of Tibet a 
demilitarised zone 
of peace and with- 
draw all its armed 
forces, except for a small contingent of 
border police, which in fact could be Tibe- 
tans. Such a move, of course, is not politi- 
cally feasible at present in view of the un- 
resolved border dispute between India 
and China. Therefore, India and China 
should declare their resolve to solve their 
border dispute only through peaceful 
means and India should also withdraw its 
armed forces from its northern border. 
Secondly, after the withdrawal of its 
armed forces from Tibet, the Chinese 
Government should sincerely implement 
its declared policy to hand over internal 
administration to the Tibetan people. 
Once we see definite progress on these 
lines, then the Tibetans will have good 
reason to trust the Chinese and enter into 
serious mutual understanding. 
DAWA THONDUP 
Deputy Secretary, 
Department of Health 
Central Tibetan Secretariat 


The Dalai Lama 
the people are sceptical 





Dharmsala, India 


A diplomatic mission 


I write as one of the international mission 
of lawyers who visited Malaysia out of 
growing international concern over the 
large number of prospective executions of 
those convicted of possession of firearms. 
Your article, Death row wrangle 
[REviEW, Aug. 6] requires some clarifica- 
tion. The article, necessarily written be- 
fore our group’s arrival, speculated that 
we would “appeal to the government to 
repeal the ISA [Internal Security Act].” 
That was not our intention. Our position is 
that whether some form of ISA is neces- 
sary is for the Malaysian Government, 
which has certainly shown a formidable 
capacity to manage its own affairs with a 
firm hand, to decide. Our mission was to 
gather information and perhaps to note 
whether particular aspects of the ISA 
were having unintended effects or infring- 
ing on human rights beyond the extent 
necessary to accomplish its articulated ob- 
jectives. 

Secondly, the defendants’ lawyer, Kar- 
pal Singh, was quoted as commenting that 
we came as part of a campaign led by the 
Federation of United Kingdom and Eire 
Malaysian and Singaporean Students’ Or- 
ganisations (FUEMSSO). In fact, the mis- 
sion did not come as part of a FUEMSSO 
campaign or any other campaign. It was 
and is wholly independent, represents a 
large number of organisations in various 
countries (many of which are associated 
with the United Nations) and arose out of 
deep concern over the prospective execu- 
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A proper response 

Anthony Rowley’s excellent article on the 
proposed comprehensive insurance legis- 
lation for Hongkong [REVIEW, July 30] 
covers a complex and sensitive subject ad- 
mirably. It does not, however, highlight the 
fact that much of the impetus for this legis- 
lation came from the insurance industry it- 
self. The first informal approaches from 
industry leaders to the government on the 
need for a proper legislative framework to 
protect policy-holders, and within which a 
sound industry could develop, came some 
10 years ago. 

Since 1976, a working group represent- 
ing all sectors of the insurance underwrit- 
ing industry has consulted closely with the 
government on the preparation of legisla- 
tion appropriate for Hongkong. In the in- 
dustry's view, the bill as published does 
not adequately meet the needs of the 
Hongkong insurance market, which is sig- 
nificantly different from the British mar- 
ket both in business environment and 
level of development. 

The industry supports moves to provide 
better protection for policy-holders in gen- 
eral, and the proposed capitalisation and 
solvency requirements are largely those 
recommended by us. In particular, for all 
its potential difficulties and subjective na- 
ture, the fit-and-proper-persons provision 
was urged on the government by industry 
leaders as an essential element in pruden- 
tial supervision. 

The industry's reservations are primar- 
ily with the proposed financial reporting 
requirements which it believes are inap- 
propriate for Hongkong and which could 
inhibit its further development without 
adding to the protection of policy-holders. 
The industry is also concerned at the un- 
certainty inherent in the discretion pro- 
posed to be given to the insurance author- 
ity to vary the reporting requirements. 

The working group's approach has all 
along been to cooperate in the prepara- 
tion of legislation which will benefit po- 
licy-holders, Hongkong and the insurance 
industry. It is continuing to seek improve- 
ments to the draft bill in order to meet 
these objectives. To this end, positive re- 
commendations have been submitted to 
the ad hoc committee set up by the Unoffi- 
cial Members of the Executive and Legis- 
lative Councils. K. S. CHOY 
Hongkong Insurance Industry Working Committee 


Peace for Tibet 


In his recent interview [REVIEW, July 16] 
the Dalai Lama expressed a conditional 
confidence in the present leadership of Pe- 
king for trving to be more realistic and 
truthful. It is apparent that both the 
Chinese and Tibetan leaders are in the 
game of building up mutual confidence. 
However, the Tibetan people are more 
sceptical of Chinese intentions than their 
leaders. 

If the Chinese Government is sincerely 
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aa M; son is a university graduate. As 

there are no private companies 
in Burma, he has no option but to work 
in the government, for a salary of Kyats 
300-400 (about US$50) a month. So I 
have paid Kyats 22,000 in brokerage fees 
to the government shipping agency, and 
my son will be able to become a sailor." 

The speaker is a Burmese working for 
a foreign agency in Rangoon. Why 
should his son want to be a sailor? “It is 
one of the few ways to leave the country. 
Half of a sailor's salary is sent home to 
his family, the other half he keeps in 
foreign exchange. After a year or two, 
he buys a reconditioned Toyota or 
Mazda pick-up truck for US$2-3,000, 
imports it into Burma with a 30% duty, 
and then sells it, quite legitimately, for 
Kyats 125,000. These trucks are called 
‘sailors’ cars’ and are all over Rangoon.” 

So it was not surprising that 
the three men on the aircraft 
next to this writer — one maths 
graduate and two physics 
graduates — were sailors, on 
their way to Osaka for their 
next assignment. 

Sailors’ cars are perhaps the 
most spectacular example of 
how the underground economy 
works in Burma. That it is wide- 
spread and essential is attested 
by everyone. Each foreigner is 
begged to sell his foreign cur- 
rency, at US$1 to Куа! 18-20; 
Kyats 7.1 is the official rate. He 
is also asked to sell his foreign 
liquor and cigarettes. The pac- 
ket of State Express 555 that 
costs 60 US cents at Bangkok 
airport can be sold to a cab 
driver for US$1.90 and is avail- 
able on stalls outside hotels at 
US$2.90. The market offers a 
very wide range of goods, from 
dark glasses and Horlicks to 
Sanyo cassette radios and Kodak colour 
enlargers. “Weare encouraged by the 
government not to use the black mar- 
ket," one local representative of a 
foreign company said. “But I don’t en- 
. courage it, I rely on it!” 

In most countries, the black market is 
evidence that the state system has failed, 
in not providing its people with the items 
they want. But that is only one side of the 
coin, stressed a foreign aid official. “This 
country has had a growth rate of 6-7% in 
the past few years. It continues to export 
rice, despite a doubling of the popula- 
tion since 1938. There is no tension be- 
tween rich and poor." 

Development has been slow, but it has 
been stable. Petrol, rationed to 120 gal- 
lons a month, costs only Kyats 3.5 a gal- 
lon, reportedly the cheapest in the 
world. Inflation is relatively low and jobs 
are secure. The majority of the Burmese 
people have been spared the sufferings 
of other Asians under a socialist system 


and the evils of capitalist development in 
places such as Bangkok — large-scale 
prostitution and drug addiction. In addi- 
tion, they enjoy freedom of religion, 
though 85% of the population follows 
Buddhism, said by all to be the single 
most important element in Burmese life. 

But there are still disturbing echoes of 
the East German- or Soviet-style of 
socialism enshrined in the so-called Bur- 
mese way to socialism proclaimed by ex- 
president and now ruling party chairman 
Ne Win, since he took power in 1962. 
One is secrecy. Both diplomats and local 
journalists said they found it impossible 
to get information when they wanted it. 
There are no press conferences. Govern- 
ment officials must get permission be- 
fore meeting foreigners and usually do 
so in groups of two or more; afterwards, 
they must report back what they heard. 


One local newsagency journalist said: 
“The first I heard of Ne Win's visit to 
Britain was on the BBC World Service. I 
can find out things from my friends who 
work in the ministries but I would put 
their jobs at risk if I published anything." 
Foreign journalists must wait up to three 
months for a visa. 


diplomat gave three reasons for this 

secrecy. "Perhaps they have had bad 
experiences in the past, when informa- 
tion was used to ridicule them or to por- 
tray the country in a bad light,” he said. 
"Perhaps they are following literally 
their East German model. And every- 
thing works on a committee system, 
whereby no single person has responsi- 
bility — except, that is, for the chair- 
man." 

Another factor is that the nation is still 
at war, with the Burmese Communist 
Party (BCP) and eight different groups 
of regional insurgents, who between 


them are in partial control of half the 
land area and a third of the population. 
The most serious threat comes from the 
BCP, said to have about 10,000 guerillas 
and to be relying increasingly on opium 
for its revenue. It is now largely self-sup- 
porting, according to a Chinese dip- 
lomat, who added that relations between 
the Burmese and Chinese communist 
parties are good.  * 

"We encouraged them to hold talks 


‘Sailors’ cars’ lined up outside a crumbling Rangoon building: a spectacular example 


with the government last year and are 
sorry no agreement was reached. It is in- 
dependent," he said. In his fight with the 
BCP, Ne Win has received help from the 
United States. An American diplomat 
said: "We have supplied them with 27 
helicopters and seven fixed-wing air- 
craft, all currently in use. Ne Win has 
been fighting communists for 20 years. 1 
like that." 

Another potential threat mentioned 
was the militancy of Islam in Burma, 
though Muslims currently constitute 
slightly less than 10% of the population. 
Related to this is the fear of population 
overspill from Bangladesh. Because of 
this, one medical student told this 
writer, the government does not en- 
courage birth control, because it wants 
to build up the population. "The city 
people are different, they are interested 
in birth control," he said. Where do they 
get the wherewithal? *On the black mar- 
ket, of course," | — А CORRESPONDENT 





AUGUST 27, 1982 e FAR EASTERN ECONOMIC REVIEW 


MM 


ilt 
nr 
i 


Hmm 


“Cis worth US$ 


лкен ‘S$1=M$1.086 £1-HKS10.50 
forward; Japan 7.255.215, Hongkong HK$5.995, Singapore S$2. 138 


(17-Е a tonne (@ Мако. Gruss 


(8) USE a 561b. ‘bushel . 


(8) US$ a tonne 


554 50—555 00 


5З. 7557500 © 


i229.00--220.50 22200-22295 
230.75—23125 ; 


28 __ в 


ahoz, 44) саф: 15) pence a kg. (9 MB a tong o1 j 


(10) lial 


97% 
8% 


USS$7,360m 
© (Маг) 
US$6,832m 


~$33, 243.8m. 
{April-June} 

-$$4,545.5m 
553,896 2m 


S511,736.9m 
+8.09% 
+6.61% 


5514.580. 77 
“221% 
+1.87% 


dure 77-May 78 


12-116 
14-1376 


9-316 
12-1716. 
14-916 


CreditLyonnais 16-5895. 
NatWest 16-78%, 1 


Barclays 95 


Man Han а 
Offshore Mining? 


m Обе a 60 ib. bushel 
Source: Reuter. 


78% 
69% 


US$1.514m 


Baht46.17b 
+4321 % 
+ 19.52% 


Baht 50.606 
+ 18456 
+ 6.9954. 


1976: 100, 
1807 
{Ар June) 
20.95% 
518% 


Bant337 бар 
{Apri} 
2696565 
116979 





| * ' 
` Subscribe now! 
И: Country .6 Months 
Subscribe now and we'll deliver twelve Hong Kong HK$ 30.00 HK$ 60.00 


< months of the Asian Golf Digest to your Japan _ Y 1500 Y 2800 
home or office. It's the easiest way to keep Malaysia > os -M$ 16.00  M$ 30.00 


; ies кӨн. : Philippines ^|. US$ 7.50 -US$ 15. 
ast of the most exciting internation Singapore е EH 1600 pH 2500 ? 


-and regional golfing news. __ T Rest of Asia ... US$ 1L50 US$ 21.00 


E - meee rue med is а ASIAN 
; Circulation Manager, Asian Golf Digest GPO Box 47 HONG KONG. Г ГАЛАМ 


DIGEST - 


i Please forward me a copy of Asian Golf Digest every month forthe | 
next -o 6 months. O 12 months. 1 enclose cash, cheque, money . 
order for the amount of $ as indicated, E 












a rise of 6.9 points. Concern about possi- 
ble future falls in the Australian dollar has 
kept overseas investors out of the market 
and local institutions have been big sellers 
of late. 


New Zealand | 


Response to improvements in overseas 
markets was relatively muted; New Zea- 
land tends to lag behind overseas trends. 
Volume remained light. Companies con- 
tinue to indicate trading has been buoyant 
in the April-June quarter and this will en- 
sure that first-half figüres will be good; 
however, a fairly widespread expectation 
of poorer second-half results persists and 
is responsible for general buying restraint. 
Technically, the market appears to have 
broken out of the downtrend it has been in 
since March. | 


Bangkok 


The market soared to a 1982 peak in the 
period. A number of factors contributed; 
one was the Aug. 11 cut in the Bank of 
Thailand's discount rate, following which 
five domestic banks lowered their prime 
rates on Aug. 16. Further easing of over- 
seas interest rates brightened hopes of 
more relaxation locally in the near future. 



























Also helping were improved second-quar- 
ter earnings. Confidence was reflected 
in higher volume and sharp gains in a 
number of counters. Average daily turn- 
over was Baht 20.2 million while the Book 
Club Index posted a gain of 5.23 points to 
close at 99.43. ` 


Wall Street's surge provided a push for the 
market, particularly for issues listed both 
here and in the United States such as me- 
tals producers Benguet, Atlas, Philex, 
Lepanto and — despite its huge first-half 
net loss — Marinduque. There was much 
activity in B shares (which are open to 
foreign investment) of these mining fa- 
vourites and prices improved. Oils moved 
sideways as speculators awaited results of 
the new Linapacan B-1 exploratory drill- 
ing. Turnover at the Manila and Makati 
exchanges totalled 1.8 billion shares 
worth P28.8 million (US$3.41 million), 
including three big single transactions. 


Taipei 

Buoyed by falling interest rates in the 
United States and Wall Street's strong 
rally, the market staged an initial come- 
back after five weeks of falling prices. The 
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joint communique issucd by Washin ton 7 
and Peking on arms sales to Taiwan rd _ 
little effect on the surge of buying, @s in- — 
vestors had been expecting the news fo 
months. Although almost 20 points sepa 
rated the period's early low from the high — 
mark at the close, the average weighted — 
price index closed virtually unchanged at 
430.92. Average volume, reflecting h 
buying. rose sharply to №9414 mill 
(US$10.6 million). 


Seoul 


The market reacted negatively to modi 
cations sought by the ruling party to 
government's “real-name™ (as disti 
from anonymous or alias) bank-depos 
system conceived as part of its financia 
market reform. Share prices slid ge 
ally, with overall economic uncertain 
the dominant factor. The composite sh 
price index lost five points to 168.2, 

daily average volume was 9.2 millio 
shares. 
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' ome of Asia's most-ravaged markets 

saw welcome recoveries in the period 
to Aug. 23, with indices in Singapore, 
Kuala Lumpur and Hongkong rising sharp- 
ly. Regignwide satisfaction with declin- 
ing United States interest rates also 
helped Manila and Bangkok to useful ad- 


vances. 


After dropping to a two-year low on Aug. 
17, the market staged a roller-coaster rally 
during the rest of the period. It surged to 
___ the year’s third-biggest daily gain follow- 
— ing Wall Street's dramatic mid-week re- 
— cord rise, then slumped later іп the week 
_ as profit-taking ensued. Non-ferrous me- 
_ tals were among the few stocks that ad- 
vanced during the period, reflecting 
= higher world gold prices. The 225-share 
—— Nikkei-Dow Jones Average closed on 
Aug. 23 at 7,053.49, up 114 points. 


: Hongkong 


` The recent bout of panic selling was 
doused and the Hang Seng Index ad- 


Signs of interest 


vanced 103.4 points in the first two days of 
the period. It then paused for the next two 
days, with prices weakening slightly. The 
rally was resumed on the final day, with 
the index advancing another 32.97 points 
to close at 1,067.65, for an overall gain of 
130 points on the period. Bullish remarks 
from property magnate ‘Li Ka-shing dur- 
ing an impromptu press briefing On Aug. 
17 helped to reassure investors. The rally 
on Wall Street also played a role, as did a 
cut in Hongkong interest rates on Aug. 20. 
But observers say that with uncertainty 
over Hongkong's future continuing and 
economic fundamentals weak, it would 
not take much to start another bear run. 


Kuala Lumpur 


Fraser's Industrial Index rose 209 points 
to close at 2,107.45 for the period. An un- 
interrupted rebound, which drew steam 
primarily from the decline in United 
States interest rates and forecasts of 
economic recovery in the US, culminated 
in one of the most active Séssions this year 
— 7.85 million shares — on Aug. 20. 
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Financial, industrial and property blue- 
chips all recorded significant rises, but the 
fact that highly speculative counters also 
improved dramatically suggested that cau- 
tion might be investors best policy, 
Analysts felt there was still too much 
speculative fervour in the market and that 
there were no signs of a sustained turn- 
around in the US economy. 


Singapore 

The market recovered from the two-year 
low established with last week's dramatic 
plunge. Most local investors and analysts 
are now hoping the Straits Times Indus- 
trial Index will remain above the 615 level 
(established as a low last year), but few 
forecasters are committing themselves. 
This index closed on Aug. 23 at 623.38 for 
a gain of 66.31 points on the period, while 
Fraser's Industrial Index moved up 320.4 
points, ending at 3,610.54. Volume was 
heavy, reaching 12.2 million shares in the 
final session. 


Australia 


Ignoring the gyrations of Wall Street, 
Australian markets traded in a narrow 
band over the period, with the Australian 
All-Ordinaries Index finishing at 467.7 for 
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The Hongkong hanghai Banking 
Corp. (H c) registered.a sharp slow- 
down in growth in the first half of 1982 
with net attributable profits (after trans- 
fers to inner feserves) for the six months 
to June 30 advancing 18.1% to HK$815 
million (US$136 million) compared with 
an increase of 34% in the first half of 
. 1981 and nearly 40% in the whole year. 
Several other local banks also reported 
reduced growth in earnings. 

The HSBC's half-term results were 
roughly in line with analysts’ (recently 
scaled-down) expectations, given the 
bank's dependence’ still on Hongkong 
for around 70% of profits despite heavy 
diversification into the United States 
and elsewhere. Hongkong is currently 
suffering the effects of international re- 
cession coupled with a severe slump in its 
' property and stockmarkets. The bank 

noted in its half-term report that the re- 
cent trend internationally towards lower 
' rates of inflation and reductions in in- 
terest rates is "encouraging, but it will be 
some time before these factors lead to 
economic recovery. The banking indus- 
try generally is faced with many difficul- 
"ties and conditions in the second half [of 
| the. year] will not be easy." 
-= The bank, whose half-year earnings 
| per share rose to 39 HK cents against 35 
< cents in the first half of 1981 (on an ad- 
declared an interim di- 
| vidend of 18.cents — up by slightly more 
n 16% on the adjusted 1981 interim. 







major assets to. another state- pwned in- 
vestment holding company, after-tax 
profits at Malaysia’s national corpora- 
tion, Pernas, dropped by 75.7% in the 
year ended Jan. 31 to just M$26.7 mil- 
lion (US$11.4 million). Current assets 
fell by a third to M$516 million as the 
government hived off profitable sub- 


|..sidiaries and associates from Pernas, а 


"agency for bumiputras — Malays 


transfers its inv tments to 

unit trust; 

| During the y s eq 

‚ shares in tin producer Mal Mining 
“Corp, (71%); property group Island 

Peninsular (5276); Malaysia National I 

surance (70% ); Malaysia Nation 

surance (54%); . freight | 

Kontena ` Nasional (35%) 

maker Goodyear al sia 





Hongkong banks slow | 









and other indigenous races — to: Per- | 
modalan Nasional Bhd (PNB), the na- 
tional equity corporation, which i in turn. 


id try. 


The bank says it is confident profitability 
will continue ata "satisfactory" level and 
it expects to declare a final dividend of 
not less than 37 cents a share. 
Meanwhile, the consolidated net first- 
half profits of the bank's 61%-owned 
subsidiary, the Hang Seng Bank, rose 
roughly in line with those of its parent — 
by 18.576 to HK$269.5 million, after 
transfers to inner reserves. Again, this 
was.a slowdown over 1981 when Hang 
Seng grew by 30% in the first half and 
36% over the year as a whole. Even so, 
analysts noted that it was better than the 
average performance for local banks in 
the first half of 1982. Hang Seng has de- 
clared an interim dividend of 58 cents a 
share, up 20.8% on the 1981 interim. 
Two other Hongkong banks also re- 
ported interim figures. Bank of East 
Asia increased interim net profit after 
transfers to inner reserves by 20% to 
HK$48.3 million and declared an in- 
terim dividend of 25 cents against an ad- 
justed 20 cents. It forecast a final di- 
vidend of not less than 35 cents, making 
a total for the year of 60 cents. Wing 
Lung Bank, meanwhile, raised net in- 
terim profits (after transfers) by just 6% 
to HK$50.4 million and paid an un- 
changed interim dividend of 60 cents 
while recommending a final of not less 


than HK$1.40. Loan growth had lost“ 


momentum in line with the slowdown in 
the Hongkong economy, the bank 
noted. -— ANTHONY ROWLEY 


from the mining, insurance, plantations 
and property divisions virtually dried up. 
Turnover in the construction, engineer- 
ing, hotel, retailing and general trading 
sectors all increased, however. Pre-tax 
profits, too, fell sharply from M$178.7 
million to M$52.7 million, partly owing 
to a 98.5% fall in gross dividend income 
from locally-quoted investments to just 
M$449,000. | 

‚ At the net level, a profit of M$66.8 
million the previous year was turned into 
a loss of M$102.9 million after taking 
into account small minority interests end 


“a Massive extraordinary loss of M$122 


million, arising principally from the 
transfers io PNB. Pernas retains more 
than 50’ subsidiaries and associates in 
reas ranging from helicopters to wigs, 


ncluding United Malayan Banking 
Co 


сапа the Kuala Lumpur Hilton. 
JEFFREY SEGAL 


ime of difficulty in the shippiigi in- 
ongkong-based Wah Kwong 
d Investment has announced- 
з and plans for a major ex- 
s fleet. Net profit for the first 








896 up on 
d. Andthe company | 
їпр НК$1.59 billionon 12 new ships, al 
of which will be delivered by 1983, To 
help pay for the ехрапѕік 
is raising HK$216 millio 
issue of new shares, some | 
be placed privately andothers € 
existing shareholders. The ‘allo 
on the basis of nine new shares, 
HK$2.70 each, for évery. 20. ех 
shares. On Aug. 23, Wah Kwong sh 
closed trading at that price on the H 
kong stockmarket. 
Directors. have. forecast that gro 
profit for the whole year will come 
proximately HK$157 million comp. 
with last year's HK$144-million. Th 
commended interim dividend 
changed at 10 HK cents. 
سی‎ CORRESPOND 


Marinduque's woes - 
Low metal: prices and high operating 
costs have pushed  Philippine-base 
а ret af ie and. Indi 















































a net loss of. P8 „2 million 
million) in the firsthalf of this 
than double the } 

the same half of 


1981, 
According :t o 
nickel was 


ing such heavy i 
other mining fi i 


a bad first half. Th I panto 

solidated Mining Co. and Marco 
Mining Corp. Lepanto moved to a 

1055. of P 24.9 million from ani 

P31 million (excluding non 
erations), while Marcopper i 
net loss of P48.4 million compared 
a previous net profit.of P12 dic 
(including opernim of: a fishing s 

sidiary). Ў 


Offshoot bears fru | 


"CBFC Ltd, the  finance-co 
offshoot of the Australia-based Cor 
monwealth Banking Corp., lifted its.r 
profit to A$14 million (05513. 7 
in the year to June. 30, UN % ир 
previous year. Th 

got in group incor 















































ble i in фіз: агеа оа at A$447.6 
lion at balance-sheet date. Interest c 
rose to A$94.8 million; up 3896 over 
year, and operating expenses increa 
by 17% to. А$19 m iden 
paid to its parent was: 
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the second- and third-step requirements 
come into force. 

The divestiture law is particularly prob- 
lematic for a handful of foreign banks’ 
wholly owned subsidiaries which are re- 
luctant to lose management control. Two 
years ago, Chase Manhattan Overseas 
Banking Corp. sold its wholly owned sub- 
sidiary here — Chase Manhattan Invest- 
ment Co. — to avoid complications arising 
from the law. Aad early this month, the 
Continental Híinois National Bank and 
Trust Co. of Chicago did the same thing to 
its Bangkok unit — Continental Illinois 
Thailand Ltd. 

Meanwhile, BA Finance and Securities, 
а subsidiary of Bank of America Interna- 
tional Financial Corp., has fulfilled the 
first-step requirement. Citicorp Finance 
and Securities, wholly owned by Citibank 
Overseas Investment Corp., is preparing 
to comply with the law and Wardley Thai- 
land Ltd, a subsidiary of the Hongkong- 
- based group (in turn part of the Hongkong 

гапа Shanghai Banking Corp.), is said to 
be negotiating for a merger with local in- 
terests. 

American banks have traditionally 
sought to maintain absolute control over 
equity and management and would rather 
pull out completely than let in outside 
partners. But joint-venture companies 
dominated by Japanese and European 
banks appear to be more flexible, willing 
to meet the letter of the law but trying to 
maintain behind-the-scenes management 
control. The withdrawals by Chase Man- 
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The Far Eastern Economic Review is 
now publishing a quarterly index 
which. details by category and date 
everything that has appeared in the 
Review. The index is available on a 
quarterly basis. Subscribe now and 
each quarterly index will be sent to you 
automatically as soon as it becomes 
available. A vital research tool, the 


Review index will save hours of need- 
less searching for information. ORDER 
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Finance Ministry: reluctant to change the law. 


hattan and Continental Illinois do not ap- 
pear to have had any immediate negative 
impact on the local financial system. The 
former has been operating a full bank 
branch here while the latter is expected to 
expand its local representative office’s op- 
erations, arranging offshore loans for 
Bangkok-based multinationals and corpo- 
rate borrowers. 

However, there is concern in some pri- 
vate quarters that the entire finance sector 
may be adversely affected in the long term 
if the divestiture law is strictly enforced. 
Because of the requirements for com- 
panies gradually to go public, it is virtually 
impossible for existing major sharehold- 
ers — be they foreign or local institutions 
— to inject new capital, since any capital 
increase will automatically dilute the hold- 
ings of small shareholders. 


he potential problems are two-fold. 

First, foreign banks which now have a 
dominant interest in joint-venture firms 
may prefer to follow in the footsteps of 
Chase Manhattan and Continental Illinois 
by 1986 when foreign shareholders are scal- 
ed down to 40% — unless. they can work 
out a satisfactory arrangement with their 
Thai partners, “The loss of foreign exper- 
tise may not be as serious as the depriva- 
tion of a comfortable fall-back cushion a 
foreign bank partner offers in troubled 
times, such as a liquidity crunch," com- 
mented a Thai executive. 

Secondly, the mandatory proportionate 
expansion of holdings by small sharehold- 
ers will constitute an-obstacle to any sub- 
stantial capital injection by the major 
shareholders, thus hampering growth. 
“Frankly, I cannot see what benefit the 
share |dispersal| programme with achieve 
in the long run, apart from weakening 
the system," commented another exe- 
cutive. 

The finance sector has grown remark- 
ably over the past decade to become a sig- 
nificant force, servicing the funding re- 
quirements of a variety of business and in- 
dustrial sectors. Its Baht 79.5 billion in 
total assets, Baht 67.2 billion in loans and 


We а 
imeem 
te 





Baht 69.9 billion borrowings (from the 
public) at mid-year represent almost a 
quarter of the entire banking system's 
strength. 

When the divestiture law was passed 
three years ago, its political ramifications 
and nationalistic overtones were clear. 
Government officials and parliament 
wanted to ensure wider public participa- 
tion in financial institutions in response to 
growing public resentment over the long- 
standing monopoly of the local money 
business exercised by a handful of wealthy 
Chinese families (REVIEW, Feb. 12). Al- 
though most executives agree with the 
principle of the law, some critics now 
openly question its wisdom. 

As Thai Investment and Securities pre- 
sident Sivaporn Dardarananda put it: 
"The very concept of mandatory share dis- 
bursement is incorrect and impractical. 
Once shares are traded on the stock ex- 
change, thére is no sure means to guaran- 
tee that a certain number of shareholders 
holds a certain percentage of shares. What 
the law should have concentrated on is to 
prevent malpractices in family-controlled 
companies such as stamping out inside 
lending and instituting measures to im- 
prove overall efficiency." 

One informéd private source claimed 
that some elements in the Finance Minis- 
try share the opinion that the divestiture 
requirements аге, unrealistic but au- 
thorities are probably reluctant to recom- 
mend amendments to the law, which 
would require parliamentary approval. 
Asked to comment on the possibility of 
legislative changes, a senior official of the 
central bank (which directly supervises fi- 
nance companies) categorically ruled 
them out, saying that the time for the au- 
thorities to institute discipline and social 
accountability in the finance sector was 
long overdue. 

Given depressed share prices on one 
hand and the government's unwillingness 
to amend the law on the other, disagree- 
ment over the divestiture requirements 
promises to remain an unsettled con- 
troversy in the years ahead. 














| t e mi p about a year a con- 
| scheme to break up the 


mibi uity participation in them. 
difficulty with implementing the 
Bud now is that the local stockmarket 
remains depressed, with the psychological 
scars left by. 979 crash yet to heal 
fully. Als companies as a whole 
have been losses for the. past 
„three years. It is also clear that most have 
not adjusted their shareholding structures 
during the three-year preparatory period 
permitted by law before the first of the 
three-step divestiture requirement came 
into force. 
| Under the Finance, Securities and Cre- 
dit Foncier Business Act implemented in 
1979, finance companies were required to 
disperse at least. 24° % of their shares to no. 
fewer than 50 small holders: by May this 
-year as a first step? Under step two, the 
number of. small holders must be in- 
creased to.75 owning 40% by 1984, and in 
the final stage 100 owning 50% by 1986. 
By then, at least 60%.of the shareholders 
and directors must be Thai. 









1, Thai finalice 4 озая can i eect to 
temporarily o of Mesure requirements 


Official sources told the REVIEW that 

. only 25 companies, ог about 22% of the 
total, met the May deadline while an addi- 

tional 10 companies have since succeeded 

in meeting the first-stage requirement. Al- 

though. the shares, were narrowly distri- 

buted (shares were sold in family circles 


| and to personal associates rather than the 


public at large) and hence the true objec- 
tive of wider public participation has yet to 
be realised, the Bank of Thailand, the cen- 
tral bank, appeared moderately satisfied 
that atleast the letterof the divestiture law 
was partially met. 

But the majority of the companies have 
fallen short of the target. The sources said 
most had asked for an indefinite waiver 
even before the May deadline expired, 
But, in the nature of Thai red tape, there 
has been silence from the Finance Minis- 

у, which is popowa to grant exten- 
sions. 
-A blanket waivér of up to one year is re- 
portedly under consideration now, and Fi- 
‘nance Minister Sommai Hoontrakul is ex- 
pected to make a formal announcement 
soon. Officials in the ministry and the cen- 
tral bank are said to be hopeful that as 





An all-or-nothing attitude 


conditions in the stockmarket improve, 


The Thai divestiture law triggers worries about a 
posee mass s withdrawal by foreign financial groups 


Bangkok: ‘Underlying the decisions of 
Chase Manhattan Overseas Banking 
Corp. and Continental Illinois National 
Bank and Trust Co. to sell their Thai fi- 
nance subsidiaries is a similar rationale: 
both wanted to avoid legal complications 
arising from the Thai divestiture law 
which requires the 112 finance companies 
in the country to go public gradually, start- 
ing from May this year. 

So far, a majority of the companies, in- 
cluding most of the 20-odd establishments 
which are dominated by foreign: banking 
‚ interests, have been unable to disperse 
shares in accordance with the first phase of 
the divestiture requiremen and there is 
“concern in some private’ quarters. that 
«some of these foreign bank: subsidiaries 
and joint ventures may be contemplating a 
gradual pull-out from Thailand in the long 
run. From May, the law required each fi- 
hance company to have at least 50 small 
shareholders. together ‘owning not less 
1 than 2596 of the capital. The proportion is 

, tO increase gradually. to at least 100 small 
: en owning 50% b 











Continental Bank's regional manager, 
Singapore-based Kenneth Johnson, said 
the bank decided to sell its finance-com- 
pany subsidiary as it did not want to 
change its style.of business as a corporate 
wholesale bank. “By meeting the require- 
ments of thé Thai law, Continental Illinois 
Thailand Ltd. would have to acquire Thai 
investors who would have wanted a great- 
er return on their investments than a cor- 
porate wholesale bank normally gets. 
^» Continental Bank did not want to change 
its style of business to become a retail fi- 
nance company,” he said: 
Under an agreement signed early this 
month, the American unit was sold to a 
Thai-Malaysian joint-venture group com- 


prising the Bangkok-based Thai Life In- | 


surance Co. and Palmco Holdings of 
Malaysia. The transaction was finalised 
after several months of negotiations dur- 
ing which the:bank was reportedly ap- 
proached by several other interested par- 
ties. The Thai-Malaysian group was cho- 
sen because И met the bank's require- 
| ments in term&.of management capability, 

the strength of its ; shareholders and Г 






the remaining companies. wi 









it still appears 







satisfy the law in the medium term. 

lems vary from one company to anot 
About 20 so-called efficient establ 
ments, most of which have. varyin 
grees of foreign Банк participation, 
been unable to sell shares at prices i 
would do justice to existiag sharettól 
The Thai Investment and Securities. 
67.5% held by Bankers Trustof the U 
ed States and the second largest fi 
company in Thailand, decided tó 
its share distribution. process aft 
ket-testing exercises indicated it: 
would. net Baht. 150. (US$6.52) 
against their Baht 420 book value 


Me analysts believe any stockma а 
recovery will be gradual and. 
from the 1977-78 boom when shai 
rocketed to unrealistically high 
any event, profitable companies wi 
it difficult over the next year to 
prices they consider appropriate. A 
smaller group of local companies 
have been sustaining losses and fo 
dividend payments. since: 1979 wi 
virtually impossible tov m invi 
among the public. : 





















































immediate requirement: by going 
the superficial process of dispersing 
in family circles: and 
ciates, but the еко 
















the transaction was w 
million (US$3 million). 
Financial analysts said anothe: 


withdrawal was its apparent relucta 
go into à joint venture (in order tc 
with the law) with local interest: 


or be Rises to risking. its reputat 
times of trouble under a joint ven 
up. This applies no matter how 
shareholding it has,” commented oi 
server. 

Continental Bank's: representative 
fice in Bangkok will probably try tos 
up the loss of baht financing bu 
(through the finance company) wi 
panded operations ‘in’ arr 


duced overheads. Howes if е 
foreign banks do gradually pull out in th 
long run as feared, the Thai system mayt 
deprived of the kind of strength and г 
sources some of these banks have to offe 
today through the various joint-ve 
companies. _— PAISAL SRICHARAT x 
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This is what our sugar plant 
technology really means. 


It means the sweet smile on the also recently developed a remarkable expertise. In fields ranging from 
face of a child. Pulp for much-needed by-product manufacturing process offshore engineering, to shipbuilding, 
textbooks. And even alcohol for fuel. that thermo-mechanically converts to steel making equipment, we're 

These are the results of Hitachi bagasse (sugar cane waste), using advanced technology to help 
Zosen's advanced sugar plant into paper pulp for newspapers and advance living standards. 
technology. In fact, sugar plants built textbooks. At the same time, it also In fact, for over 100 years now, 
by Hitachi Zosen are now efficiently produces another invaluable we've been building the industries 
producing thousands of tons of by-product . . . fuel-grade that build a better life. 
sugar daily to help satisfy man's ethanol alcohol. Because to us, that's the real 
"sweet tooth." But sugar plant technology is just meaning of any business. 

And that's just the beginning. We one area of Hitachi Zosen's 

We build industries 


Li E 
The name of Hitachi Shipbuilding & Engineering Co., Ltd., has been changed 
to Hitachi Zosen Corporation as of July 1st, 1982 


HITACHI ZOSEN CORPORATION 







1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo 100, Japan Phone: 03-213-6611 Telex: SHIPYARD J22363 J24490 





SIEMENS 


Local Experts. 


Speaking the local language, understanding the 
country’s needs and regulations, knowing its 
labour market — even its climatic conditions — 
makes our representatives local experts. 
Needless to say, they are у equiped to 
solve electrical engineering prob 


ems. 


A container ship sailing from Singapore to 
the Far East reports damage to its steer- 
ing motor. Even before she anchors at 
yee Hongkong harbour our local expert has 
^ already ordered the necessary spare part 
from our central Marine-Service at Ham- 
burg. 
Result: The ship continues on schedule 
=— with our service-technician on board, who 
E Е installs the spare part and disembarks at 
, the next port of call. 
The hours thus gained mean eight 
thousand dollars off hire costs saved. 


If you want to know more about 
Siemens and the part it can play in the 
realization of your electrical engineer- 
ing requirements, write to: 

> Siémens AG, P.O.B. 103h, 

' D-8000 Munich 1 


Siemens on the Scene 





Diamondlike lustre 
enhanced by time 


if j 


Brilliant, resilient, and five times harder than steel. 


A prized possession should most expensive watches do not апа elegant, and bestowed it 
endure. Exceed watches do. affect the beauty of Exceed. An with a quartz movement 
They keep their deep rich Exceed watch looks as brilliant ^ accurate to within seconds a 
lustre for years, because they аге after years of service asit does month. For the man or woman 





protected by a space-age alloy the day you first put it on. with a taste for lasting beauty, 
close in hardness to diamond. Yet for all its resilience, here is a watch that will endure 
Scratches that dull even the Citizen has made Exceed slim the test of time. 


The art and science of timekeeping. 


IT is ‘poaiferting for all but perhaps 
ost ardent of monetarists to believe 
est rates in the United States 
elsewhere will continue to decline, 
t the recession induced by prolonged 
rates (in а chimerical pursuit of 
etary stability) will start lifting and 
he recovery on Wall Street and 
- stockmarkets presages a return to 
ig corporate profitability. Comfort- 
t almost certainly vain. 

9 believe that would be to believe 
t the monetarist-influenced adminis- 
tions in the US and Britain had seen 
folly of their ways and acknowledged 
onstrousness of their presumption 
inflation has to be wrung out of the 
m at almost any cost. Much more 
‘is that they. will reach for the in- 
te lever again the ^ moment 
'onomic recovery (and demand for cre- 

| begin to reassert themselves. 
Washington and London would do 
Il to pause and reflect before doing so. 
Ost of chipping a few points off in- 
lation so far has been soaring un- 
iployment (and thus increased trans- 
payments, causing budget deficits 
interest rates to rise yet higher), 
nging industrial output and corporate 
s, major bankruptcies, a univer- 
damaging slowdown in world trade 
pital movements, soaring national 
bt burdens and thence a threat to the 
ility of the international banking sys- 


Shroff humbly but earnestly recom- 
mends these masters of the free world’s 
ic fate to study a few basic statis- 


ch as those in the latest annual re- 
“the International Monetary 


sthey will see (from pages 4, 9, 
id 49) 1һе relationship between in- 
est rates, money supply and inflation 


arists would have the Reagan/ 
er/Thatcher nexus believe. The 

d Britain both had high short-term 

st rates throughout 1981 yet highly 
ergent rates of (broad and narrow) 
iney growth and inflation rates (gross 
ional: product deflator) little better 

in most.— and considerably worse 

han some — non-monetarist regimes. 
apan and West Germany, by contrast, 
had intérest rates at the bottom end of 
international scale, remarkably 
modest money growth in West Ger- 
any's case (though roughly parallel 
with that of Britain in Japan's case) and 
far the most modest of inflation rates 

ng major industrial countries. The 


change-rate adjusted) relative costs | 
| es of manufactures of these vir- ` 


uous twins were falling (and thus their 
ional competitiveness- was ris- 


of wealth fr 


ing) while those of the US and Britain 
rose steeply; in Japan's case industrial 
production and GNP were also rising. 

All these trends were more succinctly 
summarised by the authors of 
Monetarism or Prosperity (REVIEW, 
Oct. 2, '81), as shown here. 


THE MONETARIST MYTH 
% increase, 1970-80 


France 

Italy. 

Netherlands 

Belgium 

Ireland 

West Germany 

Britain 

US 

Japan 

Source: US and Japan: International Finan- 
cial Statistics Yearbook; Rest: Eurostat, Basic 
Statistics. 


The IMF and the World Bank both ac- 
knowledge in their annual reports the 
need to restrain inflation and the IMF 
goes so far as to caution against an "un- 
timely resort to expansionary policies." 
But it warns, too, that if the fight against 
inflation and unemployment is to suc- 
ceed in the long term, a “comprehensive 
policy approach " is needed — one to 
"eliminate existing rigidities and struc- 
turál imbalances in the fiscal field, the 
goods and labour markets and in other 
problem areas." A tall order, but at least 
it acknowledges there is no panacea. 

. Shroff would also respectfully refer 
those still cherishing illusions that 
monetarism provides this panacea to the 


| latest Trade and Development Report of 


the United Nations Conference on 
Trade and Development. Against the 
popular view that the slowdown in pro- 
ductivity growth during much of the 
1970s was caused by factors such as rising 
inflation and wages coupled with chang- 
ing work attitudes and shifts in relative 
prices, it cites evidence (paragraph 256) 
that productivity fell simply because out- 
put (and therefore economies of scale) 
fell in the wake of successive oil shocks. 
A simple-sounding proposition but pre- 
gnant with portent. 

The right course might have been to 
dash for growth again rather than reach 
for the handbrake, thus giving a new up- 
ward thrust to productivity and a down- 
ward push to inflation. How much more 
palatable than the deflationary agonies 
suffered first by the industrial countries 
and now by less-developed countries. 
Monetarists should either admit they are 
cynically trying to-bring about a transfer 

lal to capital and 








from debtor to creditor nations or give 
this dynamic option the careful consider- 
ation it deserves. | 

„Д HONGKONG financier Fung King- 


houses = distinct from the beter: 
known Japanese Nod оп the m. 


aze of inter- 
; reeted the 


likely to be acco: ed 
national publicity which - 
equity tie-up between Fu 
Kai group and New York: securities 
dealer Merrill Lynch. | 
Part of the deal is diieády: in plac 
Liem's Hongkong-based First Р. 
banking and merchant-banking grou 
public flagship of his private industrial 
empire in Indonesia — recently formed 
Dai-Ichi Pacific, a joint-venture sec- 
urities firm in which Dai-Ichi Securities 
has 74% and the “Lieminvestors” (Liem 
and associates) 2496; which may rise 
later to 45%. First Pacific is currently - 
forming First Pacific US Securities (with: 
two Hongkong-based investment a 
ers, Herbert Denton and Samuel Su 
and this will have a loose tie-up (a “clea 
ing" arrangement) with a leading US 
securities house. | 
The third leg of the tripod will be First 
Pacific Hongkong Securities with a seat 


‚оп one of the local stock exchanges. First 


Расійс теп tend to downplay their 


“tential rivalry with Fung while *delica 


negotiations are under way, but it wou 
be surprising if the various partne 
this three-part outfit were notas anxious © 
as Merrill clearly is to: tap Southeast 
Asia's pool of high-net-worth Overseas- 
Chinese. Liem’s contacts could be as 
useful as Fung's in the region. 
e THE 1.5 percentage-point drop i 
Hongkong's prime lending rate 
12.5%) announced on August 20 looks 
bit risky, even allowing for the recent de- 
cline in short-term US rates. The Hon 
kong dollar has needed all the support i 
could get — and more — from relatively. 
high rates in recent weeks and neither 
the balance-of-payments outlook пог 
the inflation prospect offer any prop. 
But with the property sector and ће. 
stockmarket so shaky it would have been | 
riskier still for Financial Secretary John. 
Bremridge to have made a dogma of let- 
ting Hongkong rates shadow US rate 
falls at a safe (for the curr » distance. . 
Watcli fo further reductions! 








of whose Patacas 5 billion (US$811.7.mil- 
` lion) assets аге outside Macau. It iis using 
Macau. for funding some Portuguese 
foreign trade. One locally incorporated 
bank, Banco Pacifico, is also active 
offshore, with more than 8096 of its assets 
outside the territory. It is controlled by the 


same interests that own: Hongkong’ s Hang | 


Lung Bank. 

Hongkong-based banks have been rela- 
tively slow to use.Macau.as an offshore 
booking centre — particularly the Hong- 
kong and Shanghai Bank. Nor has there 
been much effort — except perhaps on the 
part of Overseas Trust Bank — to encour- 
age Hongkong depositors to avoid interest 
withholding tax on Hongkong. dollars by 
depositing in Macau where interest in- 
come of non-residents.is not taxed: Entry 
into Macau of more banks actively com- 
peting for Hongkong-dollar. deposits in 
Hongkong could cause this tax-avoidance 


business to grow — unless the Hongkong | 


authorities intervene. 

It remains to be seen how quickly the 
government can establish its ground rules 
for offshore banking. New direct-dial in- 
ternational telephones, an improved telex 
service and planned increases in quality 
office space will help attract banks. Buta 
more professional арргоасћ їо. data col- 
lection is also needed, as is realisation that 
for purposes of international banking the 
Portuguese language — which must be 
used. on all significant documents — is 
about as useful as Gaelic. 

Meanwhile, on the domestic commer- 
cial-bank front, the very rapid expansion 

- of money and domestic credit in the past 
three years is unlikely to be. sustained. 
Given the rapid increase in branching now 
going on and the burdens of the new bank- 

ing md the slowdown . in local deposit 





















BANKS' DEPOSITS 
(At Dec. 1981; Patacas million) 


Banco Nam Tung 
Banco do Pacifico 

Banco Nacional Ultramarino 
Overseas Trust Bank 

Banco Tai Fun 

Banco Weng Hang 
Banco Luso Internacional 
Banco Commercial de Macau 
Banco do Brasil ` 

Banco Hang Sang 

Banco do Oriente... 
Hongkong and Shanghai Bank 
Bank of Canton 

Banco Portu ues do AaB? 
























` Deposits of residents 
Demand and savings 
Call 
Time 


Deposits of non-residents 


Advances in Macau 
Advances offshore .. 


been Banco Nacional Ultramarino, 50% | 








which шей" to кз ае шоны bank- 


ing functions and was kept out of much ге- 7. 
tail business but; since its official duties. |: 


were harided over to the IEM, is able to 
compete as a normal commercial bank. 
Another fast grower is Banco.Luso Inter- 
nacional whose parent, Panin. Holdings, 
was recently floated on the Hongkong 
market. . 

In Macau's peculiar situation, the dif- 
ference between onshore and offshore is 
blurred because of the dominance of the 
Hongkong currency. The pataca accounts 
for only 15% of total deposits and 30% of 
residents’ deposits. It is used mainly for 
cash and short-term transactions, . and 
hardly at all in foreign trade. The prepon- 
derance of the ‘Hongkong currency de- 
rives from technical factors as well as from 
the dominance of Hongkong as a source of 
income. 


irst, there is suspicion, dating back to 
the late 1970s when government de- 


ficits inflated the supply of patacas and led 


to a devaluation. Secondly, there is the 
fact that banks must hold liquidity against 
pataca deposits ranging from 5% for those 
over 180 days to 20% for demand depo- 
sits. This liquidity, held with the IEM, 
earns nothing. There. are no liquidity re- 
quirements on liabilities in other curren- 
cies. Thirdly, the lack of an inter-bank 
market in patacas means that local banks 
must use the Hongkong market to give 
them flexibility in managing their liquid- 
ity. 

However, the decline of the pataca may 
have been halted by a return of confidence 
to it with growth of government surpluses. 
(Patacas are used in all government trans- 
actions. An accumulated government 
surplus of Patacas 479 million, held in 
foreign currency, is thus indirect backing 


for the pataca.) There is even a possibility . 


that a shortage of patacas could develop 
— some banks have had to ask the IEM to 
swap patacas for Hongkong dollars. 

The IEM does not want to introduce 
liquidity controls on non-pataca deposits 
as it is feared this would drive money 
away. Butit is seriously considering some 
form of monetary management to subject 
banks to greater discipline and influence 
credit growth, which has been extraordi- 
narily high. Because of the role of the 
Hongkong dollar, it does not want to im- 
pose liquidity controls on foreign-cur- 
rency deposits. In- 
stead, it is considering 
imposing some sort. of 
liquidity requirement 
based on advances, re- 
gardless of currency, 


move would. reduce 
the cost disadvantage 
of 
could 

domestic 


| the current interlocking 





within Macau; Such a 





the pataca and |. 


MACAU'S MON 

















trols are viable or relevant in M 
peculiar situation. The TEM; which 
thé new law can set liquidity reqi 
at will, has not reached 4 decis 
As it is, the new legislatit | 
make local banks better equipped. 
modern world. Minimum paid ü 

































tional Patacas 61 million per br. 
end of 1981 less than half ms 


banks must pay. i in the. sum, no 
head-office guarantees. 
imposes stricter rules on | 
torsand officers and on loan to 
entities. 
More importan still it їр 





км n may not - 
sion of the governor. — ex 
capital and. reserves. However, 
have been given no fewer tha 

to adjust to this provision: 


property development. — 
In the future scheme of things, 
and longer-term lending charact 
property. development will : П 
яо of the haie ie ank: 


in бшен: inl: commercial. 
They will not. be. allowed to take d 








other fi nancial inérraedian : 
be encouraged to. qund st 








certificates of deposit ded from j 
companies, and by actively partic 
in the money market. In general, tl 
isto create a class of all-purpose me 
banks — tliough commerci banks 
also. be able 10. deryê 5i 
.sues. 
The: development. ba 








and very m h more sophisticated: 
is today. Banking ambitions; alon 
similiar legislation to encourage the 
lopment of the. nsurance industr 













e ding board," 
Director of. Finance Eduardo 
raca Ribeiro. “But because of 







180. million [US$29.4 million] in 
or roads, housing and other capital 
rks but 40% of that budget will not 
en put to use by the end of the 
0, we won't see much growth in 
¢ from the financial sector's expan- 
nti] the end. of next year at the ear- 
use of the natural delay caused 
e of Portuguese public adminis- 














ortage of technocrats, however, has 
inhibited the formation of long- 
lans — some of which, such às an 
nd a port, are very ambitious. A 
illion, 14-month feasibility study 
n airport has just begun, undertaken 
international consortium headed by 
German group. Officials, how- 
explanation as to where the 
me from. Jetfoils have re- 














































to about an hour. 

ments for a feasibility study for 
Ho In, Coloane, for ships of 
,000 tonnes are also being made. 


intended.as a container port, is 
become an industrial zone instead 
st, that is what the sign at its gates 
hat effect this will have on luxury 
jects on nearby slopes is un- 
is the changeable nature of 
Macau. i 
nwhile, the economy is- building up 
itum, despite the restraints result- 
: bureaucracy | and. general 
gloom. Government revenue 
bled since 1977 to reach Patacas 661 
this year, largely owing to the reor- 
n of the tax structure in 1978, an 
ed tax collection system and over- 
nomic development. In 1978, аах 
reased by 100%, Macau's tax 
; very low — a maximum 9% for 
exceeding Patacas 70,000 a year, 
businesses with profits exceedin 
tacas 300,000 and property tax (rates j 
2096. Budget surpluses in 1977-81 
alled Patacas 450 million. The value of 
ports and exports rose at about the 
rate in 1981 (46% and 43% respec- 
-to around Patacas 4 billion each. 
t the trade deficit trebled to Patacas 100 


— gross domestic product figures 
have never been drawn up — but the signs 
ement and potential are there: 
: tufacturing sector, labour is 
entiful nd heaper than in LHongk 


е, we have set aside: 








au has yet to produce growth fore- · 





^a the average s wage is 


| HK$55 (US$9.17). More important, said 


Chow Kai-mo, manager of Sonic Electro- 
nics, there is no job-hopper problem. 
Chow set up his two factories in Macau 
three years ago because he was unable to 
find workers to expand his Hongkong op- 
eration: His business now has 500. 

There are problems, though, mainly the 
difficulty of transporting goods to Hong- 
kong; To hire a 40-ft container to move ex- 
ports to Hongkong costs HK$5,000, Chow 
said, while it only costs US$700 to hire one 
to make a Japan-Hongkong run. Then 
there is the inadequate telecommunica- 
tions.network, though this is rapidly being 
overcome by the new Macau Telecom- 
munications Co.'s HK$1 billion expansion 
programme, Direct dialling to Hongkong 
was introduced on August 1, while other 
international direct-dialling links will be 
available next year. Telex and telephone 


‘lines-are being installed as quickly as pos- 


sible. In. 1983, a digital telephone ex- 
change will be set up, with an initial capa- 
city of 16,000 lines. 










exported to States, the biggest 
market. Macau's major industry, textiles’ 
— which make up 80% of the value of © 


: ous quotas the Euro- 
pean Economic munity set that year. 
However, Macau, like Hongkong, is now 
backs the EEC is demand- 
ides have refused to give way 
and bilateral negotiations i in Brussels were 
adjourned in July 

To encourage industrial diversification 
(away from textiles) and up-market pro- 
duction, a new policy was introduced this 
year severely restricting quota allocations 
han three years 
able " ones will 






















anutactt \ "essential aspect of 
modernising econ mic management will 
be the compü f relevant data — 
most of which kept manually. A 
Portuguese. adviser ow. studying the 
scope of the task and. its cost. 








Macau wakes up to 
Virgin possibilities 


By Philip Bowring 

Macau: It speaks volumes about the 
lethargy that has long pervaded official 
Macau that it has only recently begun to 
wake up to the potential of the tiny, 
freewheeling territory. as a financial 
centre. Maybe it was the shadow of big 
brother. Hongkong which persuaded 
locals they had nothing competitive to 
offer. Maybe it was concern that Hong- 
kong might retaliate should Macau try to 
attract business by exploiting Hongkong's 
tax and regulatory provisions. Or maybe it 
was the selfish short-sightedness of 
Macau's banks — largest of which is Bank 
of China affiliate Banco Nam Tung — not 
wanting to see international banks bring 
competition to their cosy little enclave. 

Whatever the reasons, Macau is at last 
— and perhaps too late — trying to catch 
up with the likes of. Vanuatu and the Vir- 
gin Islands. Under the guidance of the In- 
stituto Emissor de Macau (TEM), the rela- 
tively new monetary and financial super- 
visory authority, it has set out to attract 
foreign banks — and push some of the 
smaller local banks into modernising their 
business. 

To these ends, a new banking law was 
recently published, setting out a stricter 
and more precise framework for opera- 
tions and establishing a three-tier banking 
structure — commercial banks, develop- 
ment banks and offshore banks. How- 
ever, it contains only the operational 









framework for the first two categories. 
: ; è bank | 


trying to define key questions such as the 
permitted scope of.their activities and 
what, if any, tax provisions should. apply 
to them. 


Meanwhile, a small additional number. г 


of foreign banks is likely to be allowed to: 
set up branches able to compete in the. 
domestic market. Front-runners for the 
new licences are Banque Nationale de =) 
Paris, which already has a flashy represen-- 
tative office on the Praia Grande; and 
Citibank which, aggressive as ever, haso 
long hankered after a Macau branch. m 

There is nothing in existing legislation 
to prevent entries — just the will of the 
governor. Over the. years foreign banks 
have occasionally been allowed in but 
mostly for very specific reasons. Of the 13 
licensed banks, six are now foreign-incor- 
porated — two in Portugal, three in Hong- 
kong and one in Brazil. Two Macau-incor- 
porated banks are subsidiaries of Por- 
tuguese ones. 


Ti most recent entry was Banco do . 
Brasil; permitted primarily because of . , 

Brazil’s historical relationship with Por- 
tugal and secondarily because — owing to 
lack of reciprocity — it was unable to es- 


tablish.a branch in Hongkong. Banco do 
Brasil has, however, been showing the 


shape of things to come. It does almost no 
domestic lending, using its branch for 
booking offshore loans. 
Overall vty has b the past two ears, 

à as been gros 















enjoyéda boom after1978 . 


MARY LEE "d 


nations. This has led to increasing problems for the less developed countries not the least of which has been a gr 
г 7 move towards protectionism in some of their main markets. The recent trend for lower rates of inflation and 
. reductions in interest rates is encouraging but it will be some time before these factors lead to an economic recovery 


` The Register of Shareholders of the Bank will be closed from 13 September until 24- September 1982 (bo 


to. recommend a final dividend of not less than HK$0.37 per share. 



































rated in "Hong Kong with limited liabi ity as 


tre! for ЧОЕ. аР 


Shareholders on 24 үза 1982 and will amount to HK$374 million sai, HK$310. milion 


The following is an unaudited profit and loss statement for the six-month period under review. : т 


6 months to P 6 months to 
30 June 1982 30 Јаве 1981 


HK$m ss. = HK$m 


Net profit of The Hongkong and Shanghai y PL А р EU FERE. И 
Banking Corporation and its subsidiaries 1,031 “BOL: 

















Profit attributable to outside ores 2 ux ат 
of subsidiaries. - e aQ cu Qon 
Profit attributable to the shareholders of The : Sav NES 
Hongkong and Shanghai Banking Corporation 815, "ar 690 
Balance brought forward 621: = 154 — 
1,436 _ $44 — 
Transfers to reserves ò subsidiaries (38) G8). 
Interim dividend 2079 . ИЙ: Vd 
Balance carried forward 1024 | AIG 


Earnings per share (adjusted) ` HK$039 .— HK$0.35 
The following Consolidated Balance Sheet details are also given for the information of shareholders. 


30 June 1982 


(unaudited) |: 
HK$m 


Gross Assets © ` 329,221 
Shareholders’ Funds 14,561 


Prospects for the rest of 1982 D. 
High interest rates and tight monetary policies have continued to inhibit economic growth in the major industriali 


The banking industry generally is faced with many difficulties, and conditions in the second half year will not. 
Nevertheless the Directors consider that profitability will continue at a satisfactory level and are eeu dent of bein 


Closing of Register of Shareholders 


inclusive). In order to qualify for the interim dividend, all transfers, accompanied by the relev. 
must be lodged with ths. Registrars not later than 4.00 p.m. on 10 September 1982. 
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f э жы and the way [I] accept advice; be- 
tween solutions for business and discus- 

sions of personal business." 
. Ho Yin agreed that the Almeida e Costa 
administration's objectives are directed 
towards Macau's development. He re- 
- fused, however, to comment on the new 

style of the administration. “I don't want 
10 make comparisons with past adminis- 
trations," he said. Ma was equally ob- 
lique: “I have full confidence in Macau's 
future. After the great infrastructure pro- 
jects are implemented, like the airport 
апа new port, a modern power supply, 
things will be even better." 

. But Ma's son, Alex, who runs the fami- 
- ly's Tai Wah Trading Co. , was more forth- 
— coming: “This administration has a mod- 
ern approach. You can say that the Por- 
_ tuguese style of administration is clumsy 
. and slow. In Hongkong, all you need to 
Start a company is HK$175. Here, it's very 

bureaucratic. But I have confidence in this 
administration and its economic develop- 

ment programme. 
“The admiral is doing something about 

- our infrastructure problems, and he's out- 
К, ward looking, finding markets for 
— Macau's products in Mozambique, An- 
-gola and Southeast Asia. If this adminis- 
| tration continues along the path it has set, 
— the outlook for business is good." fr] 
le 
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VITAL STATISTICS 


- Area: 15.5 sq. kms. 
Population: 400,000. Growth 1975-81: 2% a 


: s ear. 
| Workforce: 83.000; 33% in commerce and 
Services, 39% in manufacturing 
















(1981). 
_ | Gross national product (USS) 
for 1979 1980 (est. 
| Total 550 поп 640 million 
А Per capita 1.790 2,020 
` | Growth 1970-79 (per capita) 15% a year. 
| Trade (Patacas million) 


1977 




















1,818 4,077 


2,014 3,970 
+196 — 106 


fin 1981, 36% of порсой from Hongkong and 
% from China; 22% of exports to Hongkong, 
21% to the United States.) 

Tourism 
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Arrivals 
Hotel rooms 


тылу, X 





Property sales prices (HKS a sq. ft) 


Factory space: 210-230. 
Apartments; 250-700 
Ist class offices: 900- 1,200. 


The rental market is highly limited because ten- 
ants are well protected against rent increases 
and re ssion. However, this is likely to 
change with more buildings coming up and more 
businesses moving in. 


Sources: GNP figures from World Bank, all 
others from Review Asia 1982 Yearbook and 
Macau sources, both official and private. 
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Things get bullish 
in the China shop 


Macau: Joao Antonio Morais da Costa 
Pinto typifies a new breed of Portuguese 
expatriates in Macau: the whiz kids. This 
studious-looking 35-year-old has been put 
in charge of modernising the management 
of the economy and plotting the course of 
financial and industrial development. 
After a year as secretary for economic af- 
fairs, Costa Pinto has a good idea of what 
needs to be done and has started filling in 
some of the larger holes in the manage- 
ment structure. 

His predecessor, Henrique Jesus, knew 
these gaps existed but because of the lack 
of coordinated support from within the 
administration was unable to do much 
about bridging them. Costa Pinto and his 
team of “technicians” in the finance, in- 
dustry, trade and banking departments 
have no such problems. On the contrary, 
Governor Vasco de Almeida e Costa is 
pushing for concrete changes. Anyone 
who falls down on the job (like one direc- 
tor of the Finance Department) is re- 
moved. Members of the new economic af- 
fairs team are by no means experts at the 
task. Indeed, habitual cynics in the private 
Portuguese sector say many are lacking in 
experience. “But they are learning fast,” 
countered Almeida e. Costa, who is pre- 
pared to invest in personnel — at least 20 
are needed for the Economic Affairs De- 
partment and monetary authority alone — 
and risk criticism that he is squandering 
resources bringing in the whiz-kid expat- 
riates. 

The people Macau needs to direct its 
modernisation programme have to be re- 
latively’ young Portuguese for a simple 
reason: they are keener at the job and less 
likely to be defeated by the inevitable 
frustrations of the language barrier and 
the outdated structure of the administra- 
tion. Portuguese may be the official lan- 


guage in Macau but it is not the language 
of commerce, which is Cantonese. They 
also speak English, which enables them to 
monitor more closely developments in 
neighbouring Hongkong — a necessary 
aspect of the job because of Macau's close 
economic ties with its British-run neigh- 
bour. But most important, younger Por- 
tuguese expatriates are modern and not 
colonial in their outlook — an example 
which the governor himself is making 
efforts to set. 

Costa Pinto, for example, looks to 
Hongkong and not Portuguese models to 
reshape his section of the administration: 
he plans to set up an export promotion di- 
vision, with the help of the Geneva-based 
International Trade Centre, similar to 
Hongkong's Trade Development Coun- 
cil. This division, which will look for new 
markets in Africa and Southeast Asia for 
Macau's main exports of garments; toys 
and silk flowers, is just one of five in the 
restructured Economic, Affairs Depart- 
ment. Others will look after trade, indus- 
try, customs and research. “Decisions are 
too centralised,” Costa Pinto said. “I need 
to have time to think about overall policy 
and not run around making decisions for 
petty little issues. I can't even delegate the 
job of leading the negotiating team at tex- 
tile talks to somebody else. So when I’m 
away, there's a gap in the decision-making 
process here.” 

He saw the urgency to have a monitor- 
ing system for the banking sector and so 
restructured the Instituto Emissor de 
Macau (the note-issuing institute) into a 
monetary authority. Costa Pinto keeps in 
close touch with banking circles in Hong- 
kong. Like his Hongkong counterparts, 
he believes business and banking regula- 
tions must be flexible, recognising the fact 
that the economy’s lifelines — manufac- 
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from creating a second Hound in the 
dilapidated urban area. 

Inan impressive show of independence, 
Almeida e Costa has thrown out the prop- 
osal by China's trading corporation, Nam 
Kwong, which had been accepted in prin- 
ciple by his predecessor, to reclaim a mas- 
sive 5,000 sq. ms of seabed in Areia Preta 
near the border gate for industrial pur- 
poses. "We think it's a mistake to have 
such a huge industrial area. It would upset 
the environmental equilibrium, it would 
kill the area for life," the governor said. 
And instead of giving it over to Nam 
Kwong to reclaim, Almeida e Costa said: 
“It is in Macau's best interests that the 
government reclaims it for public auction 
eventually." Asked whether Nam Kwong 
was agreeable to this, the governor re- 
plied: “We didn't ask them. We simply felt 
it was necessary to review the plan. I don't 
think Nam Kwong will be upset. They 
understand Macau's free-market condi- 
tions. They're not here as the People's Re- 
public. Nobody has complained." 


he drastic revision of the Areia Preta 

proposal by a state-owned Chinese 
corporation has a parallel in Hongkong, 
where China Resources had its plans to 
build à new town for 500,000 people re- 
duced to one for 135,000 by the British ad- 
ministration. However, there were great 
differences in the way the proposals were 
handled. Whereas Almeida e Costa saw 
no need to treat Nam Kwong with any spe- 


earn interest for STDM, since neither 
Leandro nor his successor, Melo Egidio, 
and STDM were able to agree on any pro- 
jects to which it could be applied. The AI- 
meida e Costa administration has since 


persuaded STDM to share the interest, 


earned equally. 

Sources told the REVIEW that the law al- 
lowing more gambling franchises to be 
granted was intended only to “scare 
STDM" into compliance over the deve- 
lopment fund's interest and the higher 
casino tax. The administration, the source 
said, "is not really interested in giving any 
more licences." 

Ho is far from feeling insecure. He once 
told the REVIEW, when asked whether he 
noticed Leandro’s unhappiness about the 
economy’s reliance on gambling for re- 
venue: “Yes, I felt he was completely 
wrong. Don’t forget, Leandro was very 
leftwing. He came to break the political 
power of Ho Yin [the powerful Peking- 
connected banker] and the economic 
power of STDM. That's why he wanted to 
give away so much [land] to others [such as 
the trotting track’s owner, Yip Hon]. It 
was unnecessary. When the time comes 

1986] we may lose out to some Chinese 
bidders] but not to the Americans [Las 
Vegas interests] because I don’t think the 
Chinese sector would like that. 

"It's not a good idea to have more than 
one syndicate, so that it becomes like Las 
Vegas, where it's a big machine which 
tries to take the gambler's money away as 
soon as possible. Anyone who comes to 
Macau will leave behind his money, 
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tion saw fit to compensate China Re- 
sources and its Hongkong partners with a 
HK$1.5 billion cheque to pay off expenses 
already incurred for 52 ha. of fishponds 
which now revert to government. Admit- 
tedly, Almeida e Costa had no need to 
worry about an outstanding political prob- 
lem — such as upcoming negotiations over 
past unequal treaties with China — hence 
nervous investors did not complicate the 
decision-making process. 

Тһе. governor has also moved to exert 
more control over the gambling syndicate, 
Sociedade de Turismo e Diversoes de 
Macau (STDM), which is headed by 
Hongkong businessmen Stanley Ho and 
Henry Fok, who is also a member of Pe- 
king's powerful Chinese People's Political 
Consultative Committee (CPPCC). Each 
year since 1976, STDM has put 10% of its 
receipts from gambling into a develop- 
ment fund which now stands at around 
Patacas 300 million. Until last July, how- 
ever, interest on the fund deposited with 
the Tai Fung Bank (owned by Ho Yin, 
also a CPPCC member) had gone only to 
the syndicate. The governor has now 
reached an agreement with STDM to 
share the interest earned. An “under- 
standing" has also been reached whereby 
the government can now put the fund to 
use without requiring STDM's approval of 
projects, as was previously ‘necessary. 
Moreover, a new gambling law was passed 
in May, allowing the administration to ap- 





Ho: still confident. 





sooner or later, by way of entertainment. 
My policy is to give them long hours of en- 
tertainment." 

Ho's confidence stems from his well- 
established transport company, Far East 
Hydrofoil, a subsidiary of the Hongkong- 
based Shun Tak Enterprises, the main 
operator of jetfoils and ferries between 
Hongkong and Macau. “Anyone else who 
wants to compete [in running casinos] 
must have his own fleet to bring gamblers 
from Hongkong. I will certainly charge 
higher prices if I lose the franchise. I won't 
be so unsporting as to stop running the 
fleet if I lose the franchise." 

Shun Tak’s profits for 1981 rose 68% to 


S 


"Teque =. a 
prove three more - ТУ ША for casinos - 
(STDM has the monopoly so far). The tax 
on casino receipts will be raised from 10% — 
to 25% when STDM's licence is renewed | 
in 1986, and this will be for five instead of — 
10 years. | 
In tiny Macau, reactions from the for- _ 
mal business and social circle (one andthe — — 
same set) to the new governor and his ad- 
ministration have been muted. There has | 
been a remarkable absence of comment — 
on the Portuguese president's July state- 
ment that Almeida e Costa will remain as 
governor for at least three more years, - 
which, by Macau's standards, гергеѕепіѕа — 
stable leadership. Generally speaking, the — — 
new stakes have been accepted as being in —— — 
the territory's interest. Observers, how- — — 
ever, are still waiting, after one year, for 
Almeida e Costa's relationship with the 
Peking faction — jointly fronted by 
power-broker Ho Yin, the general man- _ 
ager of Nam Tung Bank, Che Peijin, the: _ 
general manager of Nam Kwong Trad- ira 
ing, Ou Cheng-peng and Ма Man-kei (a _ 
member of the CPPCC and a leading _ 
trader) — to warm beyond the present - 
"correct" level. 7A 
This lack of warmth could in part be due — 
to the governor's assertive character, as — — 
well as the new rules he has set. Com- _ 
mented Almeida e Costa: "Thestyleofre- — 
lationships between the Chinese business ` 
community and the administration is- 
changing. It's modernising. It's notso per- _ 
sonalised now. There is now a separation _ 
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HK$17 million. Passenger volume hadin- | 
creased 25% from the previous year to s 
just under 4 million. Along with the rede- _ 
velopment of the jetfoil terminal in Hong- ~ 
kong, STDM is rebuilding the passenger — — 
facility in Macau — in recognition of thê и 
territory's new surge of economic deve- 
lopment, particularly in the tourist indus- 1 
try. Some eight hotels, with 4,000 rooms, a 
are at various stages of construction. y 

Reflecting on his status as Macau's | 
gambling boss, Ho told the REVIEW: | 
“When I got the franchise іп 1962, Macau — 
was a dead city. It was a gamble which — 
paid off. Macau is really opening up now, — 
but don't you think we have too much - 
gambling already?" 4 





In casinos, perhaps, but certainly not at — 
Macau's newest gambling facility, the _ 
trotting track on Taipa island. Punters - 
have not caught the habit of betting on 
horse-trotting: attendance on Sundays of — 
2-3,000 people puts the tote at just under 
HKSI million. But perhaps when more 
hotels are built on the island (one, the 
Hyatt, is near completion), interest may 
grow. In the meantime, the operating 
company is losing HK$3 million a month. 
It has to pay an annual FIK$4.5 million to 
the government for its concession, plus 
10% of the tote. With various high-class 
hotels and apartments coming up on Ц 
Taipa, however, the track's chairman, Үір 
Hon, apparently hopes to be given a 
casino licence, enabling him to turn the is- 
land into a gamblers' paradise. It is this 
ambition, sources say, which is keeping 
him going. — MARY LEE | 


















things going in the way they have gone in 
the past, but that would have created 
many social problems in the future. 
“Macau would have collapsed before 
“Tong. It is difficult for outsiders who see 
only the facade to know what things аге 
- like inside. The degradation of buildings, 
- of the administration, is incredible. There 
-—was complete immobility — no organisa- 
- tion — in departments, only colonial offi- 
cers without management skills. It was a 
mixture of what we had in Africa and Por- 
tugal. We have to clean all this." 
ы The admiral's new throw of the dice is 
also being made to new rules — and for 
Clear, if ambitiously high, stakes. Under 
the direction of an unflappable and deter- 
‘minedly progressive secretary for the ad- 
‘ministration, Amaral Lopes, the civil ser- 
vice is being modernised and government 
_ employees told to change some of their at- 
- titudes towards the public — like recognis- 
| ing the need to serve the community. 


Almeida e Costa is also set on providing 
MA adequate infrastructure to attract in- 
- vestment. Steps have already been taken: 
- within a month of his arrival, the admiral 
awarded a contract for telecommunica- 
tions development to Britain's Cable and 
| Wireless, which then set up Macau Tele- 
communications Co. (MTC), 15% of 
is held by Marconi Ltd of Portugal 
> other bidder for the contract) and 
> by the Macau Government. MTC's 
1 billion (US$162.9 million) develop- 
_ ment commitment is the single largest in- 
_ vestment Macau has seen — and a highly 
visible testimony to the territory's poten- 

tial. | 
___Тһе administration has also brought out 
a team of engineers to pull CEM from the 
f brink. of collapse, and sought massive 
bank loans to purchase new equipment. 
| The Instituto Emissor de Macau, the ter- 
` ritory’s recently reconstituted monetary 
| authority, obtained a syndicated loan 
| from 10 banks last year to pay for a new 
Lpower transmission system from 
_ Guangdong province. Banque Nationale 
| de Paris in June provided a nine-year, 
| HK$75 million loan, guaranteed by Banco 
Nacional Ultramarino, the former note-is- 












suing bank, to pay for French generators. 


Credit Lyonnais had earlier provided a 
HK$60 million loan, also to buy genera- 
tors. 

For the first time, too, the territory's 
housing problem is being tackled in a com- 
prehensive manner. Previous administra- 
tions had “no will" to do anything in this 
field, said Jose Alberto Roque Martins, 
the secretary for social and cultural af- 
fairs. The situation deteriorated seriously 
after 1978, when the influx of illegal im- 
migrants from China began. The territ- 
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Ory's | tion has risen by at least 50% 
to more than 400,000 Ih Mie past fone а 
years, and the administration hopes to 
spend around Patacas 45 million annually 
on public housing; Patacas 90 million has 
already been committed for 1982-83. 
Some 100,000 squatters and slum dwellers 
have to be rehoused within the next 10 
years, Roque Martins said. The adminis- 
tration will invite the private sector to 
build flats at affordable prices as well. “It 
is a political decision to enable people to 
own or rent taeir homes," Roque Martins 
added. “The government wants to do it 
because Macau's development entails 
more than just economic growth. The 
working class must have a share in such 
growth. We believe we can bring about 
long-overdue changes because Macau can 
afford it and there is a strong political will 
to redress colonial neglect." 

It 15 this “will” to halt haphazard private 
property development, particularly in the 
residential sector (which had been carried 
out at the expense of real social needs), 
which has made the Almeida e Costa ad- 
ministration unpopular in established bus- 
iness circles, including those with strong 
Peking connections. Not only did the ad- 
miral stop all redevelopment projects in 
the urban areas, he also put an end to past 
governors' habit of handing out land con- 
cessions to property developers. All build- 
ing plans are being re-examined to fit in 
with environmental objectives, the 
clearest of which is to stop developers 





Faites vos jeux — it's 
all the money game 


Macau: It was gambling which turned 
Macau into an economic dependency of 
Hongkong. Since 1962, the single largest 
source of revenue for the government has 
come from Macau's casinos, which de- 
pend on Hongkong Chinese for business. 
Last year, turnover at the casinos totalled 
(officially at least) HK$900 million 
(US$146.6 million), of which 10% went 
into the government's coffers. According 
to Stanley Но, the Hongkong 
businessman who heads “the syndicate” 
— Sociedade de Turismo ¢ Diversoes de 
Macau (STDM) — which runs the terri- 
tory’s casinos, 80% of the gamblers are 
Hongkong residents, the rest coming from 
Japan and Southeast Asia. 

The flow of gamblers from Hongkong is 
so heavy — more than 3 million visits a 
year — that even the British administra- 
tion was determined to take a cut: all tic- 
kets to Macau are subject to a HK$8 tax 
each. Some say the tax represents British 
“disapproval” of gambling, pointing to the 
fact that, until 1980 and after collecting 
billions of dollars in tax from travellers 
over the years, the Hongkong Govern- 
ment had long resisted the redevelopment 
of Hongkong's Macau terminal and had 
remained oblivious to the trying condi- 
tions faced by Macau-bound passengers. 


Taxes from gambling this year including 
dog-racing and horse-trotting, will pro- 
vide the Macau Government with at least 
Patacas 120 million (US$19.5 million), or 
25% of total revenue from recurrent 
sources. If Ho wants to continue the syndi- 
cate's operations after his franchise runs 
out in 1986, he will have to fork out 150% 
more in taxes, or 25% of his receipts from 
casinos. 

Ho does not mind paying more. What 
he does mind is the administration's new 
gambling law — the first to be passed (in 
May) in Macau — which empowers it to 
grant three more licences. The threat of 
competition for his casinos in Hotel Lis- 
boa and the (floating) Macau Palace had 
been raised even before Adm. Vasco de 
Almeida е Costa became governor. 

In 1976, former governor Garcia Lean- 
dro was able to revise the STDM contract 
"by mutual agreement" and raise the an- 
nual tax from Patacas 7 million to Patacas 
30 million (10% of revenue). The agree- 
ment also set up a development fund for 
social projects with another 10% of 
STDM's annual turnover! Apart from the 
amount to be handed over, there was little 
agreement on anything else. The develop- 
ment fund, which has grown to around 
Patacas 300 million, has been used only to 
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By Mary Lee 
Macau: Four years ago it was quite possi- 
bie to drive around the Macau peninsula 
and its two outlying islands (Taipa and 
Coloane) in under an hour. Now it takes a 
lot.longer: there are twice as many vehi- 
cles on the roads. A visitor caught in one 
of the increasingly frequent snarl-ups of 
“(nearly all Japanese) vehicles will have 
time to observe many other signs of pro- 
gress which is making its mark, and taking 
its toll on this once quiet, unpolluted and 
‘quaint Portuguese enclave. Thé Macau 
skyline is broken by high-rise office and 
apartment blocks; huge tower cranes and 
steel pylons presage the rise of more such 
blocks; there is pervasive noise, and 
crowds at Macanese restaurants where re- 
servations are now a must. Hongkong's 
backwater is becoming a rival mini- 
metropolis. 

Behind the busy facade of physical 
development .and. growing affluence, 
other forces of change are also at work — 
and at a pace which is unprecedented. 

Macau has taken on a new lease of life 
and is fast becoming a very special 
economic and administrative zone of 
China. It in part acquired special status 
in 1976 when, under a new constitution, 
Portugual stopped calling Macau Por- 
tuguese territory and reclassified it as “a 
territory under Portuguese administra- 
tion." Then in 1979, when Lisbon and Pe- 
king established diplomatic relations, the 
Chinese version of the protocol described 
Macau as Chinese territory under Por- 
tuguese administration; while. the Por- 
tuguese version retained the same terms 
as in the constitution. 

It flies the Portuguese flag and its laws 
are adapted from Portuguese principles to 
suit local conditions. Itis administered by 
a, Portuguese governor and secretaries 
who are appointed by the Portuguese pre- 
sident. But real power. is in the hands of 
Peking’s official and unofficial representa- 
tives in the Chinese-dominated capitalist 
economy —— and some of them are mem- 
bers of: the. partly. elected legislature. 
These people are always consulted by the 
governor when major policy «decisions 
have to be made. In 1980, they gave him 
full support in fighting a radical proposal by 
some. elected members of the Legislative 
Assembly to reduce the scope and powers 
‘of the appointed executive. The proposed 

constitutional revisions were finally aban- 
doned . when {һе then . governor of 
Guangdong province, Xi Zhongxun, vis- 
ited Macau and pronounced a clear pre- 
ference for the "status. quo." Macau also 
observes two national days == Portugal's 
in June and China'sin October... 
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REVIEWMAP by Frank Тат 
It was the 1979 diplomatic link-up which 
hoisted Macau out of its somnolent state. 
Land-hungry Hongkong developers saw 
that unlike their home ground, Macau no: 
longer had outstanding political problems 
with China. Portugal had formally ac- 
cepted Chinese sovereignty over Macau, 
while China had formally approved the in- 
definite continuation of foreign adminis- 
tration of its territory. It was an opportune 
moment, too, because China was launch- 
ing its modernisation programme and 
Macau was suddenly an interesting addi- 
tional doorstep, particularly when neigh- 
bouring Zhuhai county was designated 
Guangdong province's second special 
economic zone (after Shenzhen across 
Hongkong's border). 


olitics aside, real problems remained, 

blocking development in what was 
technically a free economic environment. 
The infrastructure. was — and still is — 
grossly inadequate. Electricity and water 
supply was unreliable. The territory's 
‘energy supplier, Macau Electricity Со. 
(CEM), was on its knees; weighed down 
by lack of management, illegal connec- 
















legal connections ` (Pataca: | 
[US$2,440] a line) grew as the wait 
for telephones lengthened. 

But the main spanner'in Macau 
was the lackadaisical colonial admini 
tion itself, headed until recently by 
men. Even.the governor's. resid 
Santa Sacha, had seen little repair wo 
50 years. With.each: change : 
came a new “cabinet,” which me 
matters requiring decisions had t 
until thé new team had familiaris 

with Macau. - Former | governo 
Egidio, who took over from 
Leandro in'1979, headed a team th: 
better known for its internal b 
than anything else — except: 
agreement with Guangdong: provin 
power supply signed in 1981. 
awareness of the need .to pri 
Macau's fast-disappearing unique 
age for tourism purposes. Egidio 
dropped Macau unceremonio 
only two years when he was off 




























































attending a major pai | 
There was no governor for fot 
In the meantime, Hongk: 









ments they had to make under 
were as trying as the frustrated: 
‘hair in backward and burea 
Nevertheless, Macau was: 
tractive business. environment th 
Shenzhen Special Economic Zo, 
start, funds flowed easily between H 
kong and Macau. Egidio's replacen 
Adm. Vasco de Almeida e Costa; re 
nised as soon as. he took office in: 
1981, the territory's potential for deve 
ment — and disaster. 
“Macau is poised for change,” th go 
ernor told the REVIEW. “It could: 
either under control or like the Wild | 
with its cowboys. It may be easier tol 




























Below par 


The Нопркоп dollar is 


Since greban 1, 1979 the official 
| exchange rate has been HK$1 to 
-Patacas 1.039, For small cash trans- 
actions, however, the two curren: 
cies are treated as being at par. 













The Holiday Inn recipe 


Business and pleasure. They make a very special cocktail - and one that Holiday 
Inn can mix better than anyone else. For business, we've got convention facilities, 
secretarial services and executive clubs, and locations in 20 major Asian cities. For 
pleasure, we've got gourmet restaurants, luxurious surroundings, leisure activities 
and - oh, so relaxing bars 

Next time you're choosing a hotel, remember that Holiday Inn is the largest 
international chain in Asia. Everywhere you go, Holiday Inn is waiting to greet you, 
with standards of luxury that just might surprise you 
We'll make you smile in everything we do - from Martinis to Manhattans. 





Well make V 


Bombay * Colombo e Hong Kong (2) € Islamabad 

Kanazawa € Kaohsiung е Karachi © Kuala Lumpur € Kuching 
Kyoto e Manila € Narita € Osaka € Penang € Singapore 
Tahiti e Taipei © Tokyo € Toyohashi € Yokohama 


For further information and reservations, contact any Holiday Inn 

or our Regional Director of Sales, c/o Golden Mile Holiday Inn 
Hong Kong, TST PO Box 95555, 50 Nathan Road, Kowloon, 

Hong Kong. Tel: 3-693111. Telex: HX 56332. Cable: HOLIDAYINN. 
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WWF Kojo Tanaka/BCL 


. ‘The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 


The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money - your money. 
Please send contributions to the WW'F 
National Organisation in your country or direct ti 
WWE International, 1196 Gland, 
Switzerland. 
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oncept: the BMW 3-Series. 


not via metres, centimetres, added litres or 
extra cylinders. And the little more you may 
have to pay for a compact BMW compared to 
a cheaper car with more sheet metal, is amply 
repaid by the sheer superiority of quality 
which will last for years. It’s not the size that 
counts but the built-in values. 

If you share our idea of what a top-class 
car should be, step up to first-class motoring 
-step into a BMW 3-Series car. 

Model and equipment availability in the 
BMW international range may vary from 
country to country. 


Hong Kong: 

BMW Concessionaires (H.K.) Ltd., 63, 

Waterloo Road, G/F., Kowloon, Tel.: 3-7145 271 
Indonesia: 

P.T. Tjahja Sakti Motor Corp. Jl. Cikini Raya No. 70, 


Jakarta Pusat, Tel.: 34 82 03/3213 75 
Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., Wisma MCA, 
Jalan Ampang, Kuala Lumpur, Tel.: 4185 55 
Singapore: 
Performance Motors Ltd., 475 Tanglin Halt Road, 
Singapore 0314, Tel.: 63 87 88 
Brunei: 
Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394, Jalan Gadong 
Bandar Seri Begawan, Tel.: 2 03 63 
Taiwan: 
Pan German Motors Ltd. 349, Tun Hua North Road, 
Taipei, R.O.C., Tel.: 7813101/7510173 
Thailand: 
Continental Auto Centre Co., Ltd., 6, Rong Muang Soi 
5 Rd., Bangkok 5, P.O. Box 5/120, Tel.: 214-25 21-7 
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our entry into а first-class 


It's our belief at BMW that top-class 
cars don’t have to be big to be excellent. This 
applies as much to their external measure- 
ments as it does to engine capacities and the 
number of cylinders. The most compact 
BMWs - the BMW 3-Series – are convincing 
proof of BMW's highly individual concept 
of top-class cars. And it's a concept that 
has secured a unique position for BMW 
amongst the world's finest cars. 

The BMW 3-Series epitomizes the 
BMW design principle of scaling down 
larger models in terms of dimensions, but 
keeping all their intrinsic qualities through 
an even greater degree of concentration. 
This approach differs fundamentally from 
virtually all other cars, which even in their 
up-market models cannot hide the fact that 





they are still basically standard cars. 

This becomes immediately and pal- 
pably obvious when youstep into a 3-Series 
BMW for the first time. You quickly notice the 
quality of all the materials, the solidness, the 
high standard of “Made in Germany" work- 
manship.Its high-performance engine with its 
significantly improved torque ensures,on the 
one hand, that you have complete mobility in 
congested traffic with greater reliability and 
durability at the same time. And on the other, 
that it performs even more economically. 

So from the very start you can drive in 
complete tune with our times, but without 


.losing any of the fascination of driving a 


BMW. So step up into this thoroughly 
modern concept of the motor car. Because 
the way to the best is always upwards, and 





Fast action is what ittakes when it 
comes to getting American sports 
equipment. Because my customers 
want it as fast as | can get it. That's 
why | do business by telephone. It's 
the fastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
inthe U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...get the ball rolling by 
phone, and you won't strike out with 
your customers. 
[____U.S. MAINLAND TIME ZONES 
Australia 

(Sydney)** 
China 
Hong Kong 
Japan 
Korea, Rep. of 
Philippines 
Singapore 124%} 13%] 144] 


Taiwan 3’ | tka | 
— — — 














ifferences are based on Standard 
observ most of the U.S. from the last Sunday 
in October until the last Sunday in April 
Multiple time zone country 








“I phone the States 
and get the ball 
rolling...fast? 
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rationis the key word in the I latest biidgét, which seeks 
via reduced taxes and increased family benefits 


esis one in which little or 

is forecast, inflation and in- 

ates remain high and the prospect 
worsening unemployment. 

what has been described as the most 

Australian budget for many 

Howard announced a sweeping 

f income-tax cuts totalling 

million. (US$1.47 million) in the 

nt financial year (which began on 

)у ап expensive home mortgage-in- 

ebate scheme: increases in assist- 

for welfare recipients and handicap- 

cople, and 50% rises in family allow- 

s plus other benefits to families. The 

ndouts are to be financed by rises in 

taxes, increases in the exciseon beer 

igarettes and a- OPINN on tax 
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DY Overseas transactions, 
jestic surplus of A$230 


sed that while the budget 
|, critics say, a radical depar- 


overnment’s previous anti- 
it comprises only 1% of | 





budget represented, Howard said, 
orkable response to the yery 


(A$ million) 


Expenditure 
Defence 
Education 

Health 

Welfare 
Economic services 


ribed it as a budget 
families, . while 


parliament after the budget speech that he 
thought the unemployment rate could rise 
to at least 8% from the current 6.9%. 


"Prospects for trade will depend on the 


world outlook and success in reducing 
costs to increase the competitiveness of 
Australian exports, the budget papers say; 
and they predict a balance- -of-payments 
deficit in 1982-83 of the order of 1981-82's 
A$9.08 billion. 

*Domestic monetary policy settings will 
need to be such as to ensure that, together 
with any net borrowing abroad on official 
account, private capital inflow suffices to 
cover that deficit on current account," the 
budget papers comment. ^As in other 
years recently, expectations: will play a sig- 
nificant role in that regard." 

Last year a record A$10.4 billion of cap- 


‘ital inflow covered the balance-of-pay- 


ments deficit and the need to attract a 
similar level this year suggests domestic 
interest rates will have to remain high. 
The Australian currency has been steadily 
but quietly devalued by about 1276 against 
a basket of currencies over the past year 


BUDGET IN BRIEF 


(A$ million) 
Outlays 
Receipts 


Deficit 


Overseas 
4 ficit 


47.067 
45,395 


General public sérvices 


to Pa 

brought in a [| Public deht interest 
t-shirt” budget 
recession 


Revenue 

Indirect taxation: 
Customs duty 
Oil and LPG excise 
Other excise 
Sales tax 

Income tax: 
Individuals 
Companies 


Australian: 
es in difficulty. 

apers presented 

th the budget show | 

. annual con- 

mer-price inflation 

cted to remain 

bout 10.75% this 

year. (it was 10.796 

last year) and that un- 

employment is likely = 
io rise. Howard told 


Total tax receipts 
Other receipts 


erits to the states 











The budget has been criticised for con- 
taining no strategy to help the Australian 
economy out of fits rel 


clear that they reg 
wages as the cer | 
country. The. Treasu 
wages will increase b 


oblem facing the 
estimates that 


less there is. considerable restraint in the i. 


remainder of the calendar year. 


The. government had hoped that its : | 


family package and reduced taxes would 
help secure the cooperation of the Austra- 
lian Council of Trades Unions (ACTU) in 
restraining wages, but ACTU president - 
John Dolan. denounced the budget as 
“horrible” and on August 20. signed а 
prices and | incomes agreement. with 
Labor. Fraser is still hopeful that the 
unions will agree to moderate wage: 
mands, but-it seems that the threat of | 
employment, rather than any acknow- > 
ledgement that the budget is trying toin- | 
crease the non-money wages of ordinary 
Australians, will provea amori mpelling. 


creasing and many 
employees | work 

costs. Fraser recen 
ing Australian com 


' freeze executive sala 


setan example to wo 
The budget pred 


its view of the 


source-based inves 

lowedin any case fi 

gishness. in the 

weakening of real ei 

tinuing high domestic: ; 

terest rates, ” the budget} papers comm 


aggregate business fi ner Х- 
pected to increase b is year; but 
the indications are that it will be channel- 
led into building and cónstruction rather 
than into plant and equipment, despite the 
announcement some weeks before. the 
budget that depreciation rules were being 
changed to allow plant to be written off 
over three or five years and for non-resi- 
dential buildings to be written. off for the 
first time. : 
Explaining the budget to businessmen 
on August 20, Fraser said it provide | 
basis for cooperation between all A 
lians in facing up to the problems. o 
economy. Although he nominated wage: 
as the major problem, he is also anxious: 
secure industrial peace, to ensure that 


ports such as coal leave wharves speedily. к 


In stressing factors such as cooperation, |. 
Fraser was underscoring the fact that this. 
is a very eae budget, designe toena 








reason than their foreign ownership. 

Two cases have been cited: Philippine 
Filters Manufacturing Co.,-part of the 
local Herdis group, was allowed to import 
cellulose, the main input, free of tariff 
duties and taxes. As a result, a British- 
American-owned competitor, well ahead 
of the field but denied the same privilege, 
was forced to stop business. In a sécond 
case, peso borrowings of foreign com- 
panies were placed under debt-equity 
ratio restrictions, thus affecting the opera- 
tions even of companies long established 
in the country. 

Elaborating on the proposed replace- 
ment for parity, John Mellor, then coun- 
sellor for economic and commercial åf- 
fairs at the US Embassy, told newsmen 
that when a foreign company invests here, 
it makes a projection of cost and yield 
based on the regulatory climate at the time 
of entry. Any change in the climate should 
not be applied to that company, said Mel- 


Brock: a change in stance? 





lor, as this would be in the nature of an ex- 
post facto law. 

Whether the statement came from the 
embassy or from the chamber in those 
days, the theme was the same, that non- 
discrimination is not parity: the first in- 
volves only policy predictability for exist- 
ing foreign investments; the second would 
allow Americans, as they were once al- 
lowed, to own land orto engage in such ac- 
tivities as logging and retail trading, where 
now minimum Filipino ownership must be 
60% and 100%, respectively. 

It seems, however, that there has been a 
change in the US position, both govern- 
ment and private, since then. Confirming 
what Virata said at the press conference, 
Deputy Trade and Industry Minister Vi- 
cente Valdepenas told the REVIEW that 
William Brock, US Special Trade Repre- 
sentative and head of the American team 
at the talks on a proposed’ investment 
.FAR EASTERN ECONOMIC REVIEW e AUGUST 27, 1982 
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And based on the ACCP paper (dated 
October 14, 1981) submitted to Apcac, 
there appears to be justification for Vir- 
ata’s suspicions of aquid-pro-quo attempt 
by the Americans with the use of another 
piece of leverage. The paper noted that 
while non-Americans can easily own land 
in the US, it is extremely difficult for 
foreign corporations to obtain land at a 
"predictable cost" for an "extended 
period of time" in Asia-Pacific countries. 
This problem, it said, is critical for capital- 
intensive, foreign-funded projects which 
may not be fully amortised until years 
beyond the lease period. 


T chaniber paper went on to propose 
that the regional council should adopt 
a position favouring reciprocal rights for 
land tenure. It also proposed that the US 
should include this issue in bilateral trade 
negotiations — that if reciprocal rights are 
not extended, Washington should initiate 
appropriate action with state governments 
in the US to deny land ownership rights to 
nationals of countries which deny the 
same rights to Americans and that if land 
lease is the only viable alternative to prop- 
erty acquisition, then lease periods of at 
least 50 years, and preferably 99 years, 
should be allowed at a predictable cost 
throughout the duration of the lease con- 
tract. 

It is not clear at this point whether these 
proposals have been articulated by the 
Americans at the investment treaty talks. 
But on the land issue, Virata is on record 
as saying that ownership is not the subject 
of bargaining and, under the constitution, 
a lease only runs up to 25 years. On the 
proposed non-discriminatory policy, he 
told another press conference, on July 30, 
that it is equivalent to national treatment 
or parity and hence cannot be granted 
by the government. Besides, he said, if 
American investors were given such treat- 
ment, the Philippines may have to give 
similar treatment to other foreign inves- 
tors. 

Although acknowledging the existence 
of deep differences between the two coun- 
tries, Marcos has made clear that he wants 
more, not less trade with and investment 
from the US. Receiving a 30-member de- 
legation from the New York-based Philip- 
pine American Chamber of Commerce 
the same day he appeared on TV, the pre- 
sident claimed there has been a decline in 
transactions between the two countries. 
He asked the delegation to help do some- 
thing about this and directed the same ap- 
peal to the US Government. 

Making à play for expanded economic 
relations, Marcos not only said that stabil- 
ity here creates good opportunities for 
American traders and investors, he also 
warned that the US is in danger of losing 
out to Japan in the economic competition 
in the Philippines and elsewhere in Asean. 
"We [would] consider it unhealthy," he 
told the delegation, "if Japan should 
dominate Asia again." г 
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| components include allowances for in- 
` terest costs capitalised during construc- 
| tion. f 
- . The nuclear power station would cost 
. about 40% more than an equivalent coal- 
- fired station built in Hongkong, and a 
- . coal-fired plant could be completed at an 
- earlier date. However, the Guangdong 
|. Electric-CLPC feasibility study found that 
- — unit costs for electricity produced would 
| — be lower for the nuclear plant from the 
fifth year of operation on, assuming that 
` either plant came on line in 1998 (which is 
= now unlikely). Over the 20-year period 
1988-2008, the averaged cost of electricity 
from the coal-fired station was estimated 
to be about 24% higher than from the nu- 
clear-powered alternative. 


P T financing and profitability scenario 
is relatively stable with respect to in- 
_ creases in interest or inflation rates and it 
can tolerate moderate increases in the 
price of nuclear fuel above projected 
— levels. However, construction delays 
- beyond a year after a schedule and financ- 
— jng arrangements have been set could be 
- disastrous. Total capital expenditures 
—— would rise 15% and the averaged cost of 
_ electricity 18% for each year the plant was 
| unavailable after the projected date of 
E commissioning. Also, it was estimated 
_ that each year the project is put off in- 
creases the total capital costs and the aver- 
` aged cost of electricity by 10%. Thus total 
- capital costs have already risen from US$4 
ped billion to US$5 billion since the feasibility 
` study was completed, and — if the project 
does not get under way by next year — 
could exceed US$6 billion. 

The joint venture would provide elec- 
tric power to Guangdong Electric and 
CLPC at cost plus a profit percentage in 
_ the ratio of their equity shares throughout 
the 20-year post-commissioning life of the 
_ joint venture. Since all or most of the 
loans contracted by the joint venture 
would be in the form of hard currencies, 
the feasibility study envisaged that 
Guangdong would pay for its share in the 
form of foreign exchange — presumably 
via Hongkong dollars. To facilitate these 
payments, Guangdong Electric will resell 
up to 30% of its 60% share of the power 
station's output to CLPC, at a rate incor- 
porating a premium over the base price 
originally charged to Guangdong Electric. 
The proportion of Guangdong Electric’s 
electricity sold to Hongkong would gradu- 
_ ally decline as the output of the power 
plant grew from 20% capacity in the first 
year of operation (with only one 900-mw. 
unit commissioned) to 65% capacity in the 
fifth and subsequent years. 

The terms and conditions of the resale 
are extremely important to Guangdong, 
which wants guarantees on both the 
amount Hongkong will purchase and the 
premium over the base price to be part of 
the overall joint-venture agreement. 
Without such assurances, Guangdong 
Electric would be exposed to huge unco- 
vered foreign-exchange liabilities as notes 
on its share of the US$4.5 billion in total 
loans — about US$2.7 billion — came 
due. 
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The case for inequality 


Manila resists an apparent push by American businessmen 
for rights enjoyed only by Philippine citizens 


By Leo Gonzaga 

Manila: Philippine President Ferdinand 
Marcos on August 19 confirmed his plan 
to go to Washington in September, laying 
to rest speculation that the trip would be 
called off partly because of the apparent 
unlikelihood of resolving outstanding 
economic differences between the Philip- 
pines and the United States. While em- 
phasising, in a TV interview, that his visit 
would be more social than business, Mar- 
cos did not dispel doubts — held even by 
Prime Minister Cesar Virata — over pros- 
pects for resolving these issues. 

Even before the interview there was 
talk that the trip might produce little 
beyond niceties and rhetoric. For, while it 
is true that the human-rights concerns of 


Virata: seeking a fair deal. 


the administration of former US president 
Jimmy Carter are no longer an irritant 
here, it is also true that some of the trade 
and investment issues are as thorny as 
ever. 

Virata complained recently that the 
Philippines has not obtained a fair deal 
from the US, pointing out that the entry of 
certain products into the American mar- 
ket remains subject to quotas. Although 
US President Ronald Reagan has the 
power to grant exemption from the 
quotas, no action has yet been taken on a 
Philippine request for such exemption. 
Virata hinted strongly at a press confer- 
ence in July that Washington is trying to 
use the quotas as leverage to obtain cer- 
tain concessions from Manila. 

What the US wants is "parity" for Ame- 
rican investors, that is, equal business 
rights with Filipino investors, according to 
the prime minister. Such rights expired in 





mid-1974. However, he qualified his state- 
ment with the words “in effect" when he 
told newsmen that at a meeting early this 
year on a proposed Philippine-US invest- 
ment treaty, the Americans sought resto- 
ration of parity. This was turned down by 
the Philippines, Virata reported. 

Virata declared that any investment 
treaty with the US will have to follow 
existing treaties with Britain and France. 
He said so-called “pioneer areas" of 
economic activity in the Philippines are 
open to all qualified foreign investors, not 
just those from a single country or group 
of countries. If they meet prescribed terms 
and conditions, foreigners can invest from 
41-100% in such areas and enjoy the in- 
centives on an equal footing with local in- 
vestors. However, any foreign investment 
exceeding 40% must be sold to Filipinos 
15 years after the date of entry of the ven- 
ture capital concerned. 


n natural resource-based industries 
where 60% is the minimum local owner- 
ship requirement, wholly foreign-owned 
companies can invest, but only as service 


receive a share of production. Virata said 
while the British and French accept this, 
the Americans “in effect" want parity. He 
stated categorically that as far as he is con- 
cerned, this is out of the question. 

Thus far this year, no public statement 
on the subject has come from either the 
US Embassy or the American Chamber of 
Commerce of the Philippines (ACCP). 
What is publicly known of their old posi- 
tions differs from the version given by Vir- 
ata to the press. There seems to be a new 
position, however, judging from a paper 
submitted by the ACCP to the Asia- 
Pacific Council of American Chambers of 
Commerce ( Apcac). 

In December 1979, then American am- 
bassador David Newsom told the Manila 
Rotary Club: “I should like to lay the word 
to rest. Parity, like colonialism, is dead." 
A few months previously, George Suter, 
ACCP president at that time, stated em- 
phatically in a TV interview that the 
chamber was against parity which, he 
claimed, earned Americans in the Philip- 
pines “more opprobrium than real 
economic advantages." 

In 1979, when William Dunning was the 
ACCP president, what was being pro- 
posed in place of parity was a so-called 
"non-discriminatory policy." Basically, 
this would be a government guarantee 
that once a foreign-investment risk is 
taken under existing rules, there would be 
no change in such rules with respect to the 
risk just because of the nationality factor. 
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Youde: only general talk. Bremridge: no surprise 


continue to about 2010. The timing may 
be fortuitous, however. Hongkong Finan- 
cial Secretary John Bremridge said in 
March that his discussions with Chinese 
officials led him to believe a decision in 
principle would be made within six 
months. 

Hongkong Government officials and 
CLPC representatives said that they had 
no advance information about the deci- 
sion or warning that an announcement 
would be made. However, industry 
sources believe the joint-venture plan may 
have been approved in principle by the 
State Council as early as May, just before 
a visit to Canton by a team of British nu- 
clear апа that since that time the 
decision has rested with Guangdong offi- 
cials. The Guangdong provincial govern- 
ment will be totally responsible for financ- 
ing its share of the joint venture. Negotia- 
tions among provincial officials, 
Guangdong Electric and CLPC have been 
continuing in recent months, but a CLPC 
spokesman told the REVIEW that no 
agreement has been signed and several 
issues, including financing arrangements, 
are still under discussion. 

Britain and France are the most likely 
contenders for contracts to build the sta- 
tion and supply the reactors and other 
Boe a: Lord Kadoorie, chairman of 

CLPC, is said to favour the Framatome 
consortium of France. It is believed that 
the United States will not be directly in- 
volved since China, a nuclear power since 
1964, refuses to sign a bilateral treaty on 
nuclear safeguards or to allow inspections 
of its nuclear facilities by the Vienna- 
based International Atomic Energy 
Agency, as required by American law. 
However this does not affect non-Ameri- 
can firms which license US nuclear 
technology, including Framatome, West 
Germany's Kraftwerk Union, and the 
British National Nuclear Corp., all of 
which are licencees of Westinghouse of 
the US. 

The Chinese would prefer to hold sepa- 
rate bidding competitions for the two 
halves of the station — the nuclear "is- 
land" consisting of the nuclear reactors 
themselves and the turbine *island" which 
will contain the generators. This would 
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improve the chances of participation for 
firms such as Kraftwerk Union and vari- 
ous US suppliers. Moreover, Washington 
now appears to be more flexible on nu- 
clear safeguard requirements for friendly 
nations which are already nuclear powers. 
On July 29 it agreed to allow France to 
supply enriched uranium fuel to the 
Tarapur reactor in India despite New 
Delhi's refusal to accept the full range of 
safeguards required by US law (REVIEW, 
Aug. 6), though this agreement has since 
run into problems. So it may be premature 
to rule out US firms even for the nuclear 
equipment. 

The structure and financing arrange- 
ments for the joint venture are apparently 
the most important issues holding up a 
final agreement between Guangdong 
Electric and CLPC so far. The, joint 
Guangdong  Electric-CLPC · feasibility 
study envisaged equity capital providing 





10% of the total capital costs of the 
ject, or US$500 million, of which 
Guangdong Electric would take 60% and 
CLPC 40%. However, CLPC later pro- 
posed the formation of a separate invest- 
ment company in Hongkong to take the 
equity share in the venture. CLPC would 
take 10% of the new company but retain 
control through a two-tiered stock ar- 
rangement, in effect selling 90% of its 
share of the venture in the Hongkong mar- 
ket. Industry sources said that Guangdong 
Electric objected to this, arrangement, 
since CLPC would acquire a 40% interest 
in a US$5 billion project for only US$20 
million, while Guangdong Electric would 
have to stump up the equivalent of the en- 
tire US$300 million for its 60% share. 

CLPC, on the other hand, may have felt 
tapping the market for capital to be en- 
tirely in order, since the Hongkong side's 
contribution. would be in hard currency 
while Guangdong Electric's share would 
be paid in renminbi. A CLPC spokesman 
stressed that the original understanding 
was that the joint venture would be or- 
ganised by Guangdong Electric, CLPC 
and other Hongkong interests. 

The мша 90% of capital costs — 
US$4.5 billion — is to be provided by 
loans. Long-term, low-interest export cre- 
dits. from equipment- supplying countries 
would cover 85% of the costs of equip- 
ment and equipment-related services, 
representing 55% of toal costs or US$2:5 
billion. These credits would be guaran- 
teed by the Bank of China ind by export 









credit agencies of the equi ient-supply- 
ing countries, The remaining costs, in- 
cluding site preparatic | construc- 
tion and local labour, атой Шого US$2 
billion, would be financed through 
foreign-currency comm iicial loans. Both 


the export credit and commercial loan 





Grasping at ‘news’ 


Hongkong’s reaction to comments from Guangdong points 
up its sensitivity to the slightest encouraging sign 


[Мо кош» hyper-sensitivity to any 
piece of news, real or imagined, which 
might have some bearing on its future, was 
underlined by the reaction to the "news" 
on the nuclear project. Guangdong Vice- 
Governor Liang Weilin prompted a flurry 
of optimism with his reported remarks 
that the Guangdong nuclear project had 
been given the green light by Peking. 

Liang was reported to have said that 
Guangdong Governor Liu Tianfu had told 
Hongkong Governor Sir Edward Youde 
of this development during talks in Can- 
ton on August 19. Youde was widely re- 
ported to have discussed the nuclear plant 
as part of talks on Hongkong-Guangdong 
cooperation. The Hongkong stockmarket 
soared. 

The fact of the matter was that the deci- 
sion in principle to go ahead with the nu- 
clear project was not unexpected. Indus- 
try and Japanese sources say they knew it 





already. Whatever the nature of the deci- 
sion "in principle," key details are no 
more settled now than before. Liang's 
"announcement" caught China Light and 
Power Co, and the Hongkong Govern- 
ment by surprise. But all were anxious to 
find in the “news” the stuff of confidence 
in the future. "It's very exciting." gushed a 
government official. In fact, the nuclear 
project was never specifically discussed 
during Youde's visit. There was only some 
general talk about Guangdong's power 
position. 

What was not clear was whether 
Chinese officials had, as first thought, de- 
liberately played up the power station 
non-event to bolster confidence in Hong- 
kong at a fragile moment. Or whether it 
was wishful thinking on the part of the 
Hongkong press, reading a lot more into:a 
true but not very newsworthy statement 
by Liang than was justified. — P. B. 
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The Japanese also did not want to disap- 
point or antagonise Indonesian officials, 
some of whom were clearly placing great 
hopes on them. One Japanese source esti- 
mates that Indonesian Government con- 


tracts relevant to counter-purchase 
amounted to US$5-6 billion annually in 
the past few years and roughly half of this 
amount represented spending on goods 
from Japan. (This includes goods bought 
from Japan by non-Japanese contractors.) 
Some Japanese still tend to think that the 
counter-purchase policy was intended 
largely for the Japanese trading com- 
panies. 

The Japanese also did not raise a fuss in 
the early stages because they felt that it 
would take time before the nuts and bolts 
of the policy could be worked out and that 
in the end a rigorous implementation of 
the policy would be impossible. Unlike 
the East Europeans who normally de- 
mand 20-30% counter-purchase, the In- 
donesians have insisted on a 10095 
counter-purchase and a 50% cash penalty 
against unfulfilled obligations. The Japan- 
ese hoped that other countries and organi- 
sations, notably the World Bank, would 
object to the policy. 


B: Jakarta did not compromise and 
other countries did not complain 
strongly, with the exception perhaps of 
the United States; The World Bank appa- 
rently took the position that, since the 
General Agreement on Tariffs and Trade 
had no objections to Indonesia's policy, it 
could not raise the issue. The annual 
World Bank report on Indonesia, prepared 
for the aid group meeting in June, glossed 
over counter-purchase, to the disappoint- 
ment of some Japanese. Many countries 
complained about the policy at the aid- 
group meeting in Amsterdam but top In- 
donesian officials put up what some obser- 
vers felt was a clever and effective defence 
of the policy: faced with a drastic drop in 
exports, Indonesia had two choices, 
Jakarta officials argued. The first choice 
was to restrict imports, as many aid-donor 
countries are indeed doing; the second 
was to try to boost exports so that imports 
would not have to be reduced, the officials 
said, adding that the latter approach 
adopted by Indonesia has not proved to be 
as counterproductive as the former. 
Seeing that Jakarta was determined to 
push counter-purchase, Miti in Tokyo was 
increasingly involved їп formulating 
Japan's response. Although Miti has 
no legal basis for intervening in a matter 
such as counter-purchase (which does not 
contravene any Japanese commercial law 
or regulation), as guardian of Japanese 
business it felt obliged to act as coor- 
dinator. The giant trading companies 
were also aware that given the vigorous 
competition among themselves, they 
would all end up losing and only benefit 
Jakarta if they were myopic in their ac- 
tions. The Japanese are particularly wor- 
ried now about two things. First, they feel 
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it would be impossible to guarantee a 
100%  counter-purchase because the 
amounts involved are enormous. The In- 
donesians are insisting that such purchases 
must be in addition to "traditional" pur- 
chases. Even assuming that concepts such 
as "traditional" and "additional" can be 
satisfactorily defined, questions remain as 
to whether hundreds of millions of dollars 
worth of additional rubber or coffee of 
quality can be supplied and whether mar- 
kets can be found for them. Secondly, 
the Japanese wonder what the Thais and 
the Filipinos, who are suffering trade de- 
ficits with Japan, would say if they caved 
in to conditions set by Indonesia, which 
has a huge trade surplus (more than US$7 
billion in 1980) with Japan. 

Appeals by the Japanese Embassy and 
visiting Japanese dignitaries have so far 
produced no results. Like others, the Ja- 
panese are now resigned to the fact that 
Jakarta will pursue counter-purchase for 
some time to come. Opinion is divided 
over how much longer the policy will be 
pursued. Some say Jakarta will look for a 
good excuse, like an upturn in the world 
economy, to drop the policy because it will 
realise that suppliers burdened with addi- 
tional risk will inevitably charge higher 
prices. Although it is difficult to test this 
common criticism of the policy, some sus- 
pect that the Indonesians are paying a 
higher price than others for their just- 
purchased fertilisers. (Jakarta has stressed 
it is paying less this year than last year but 
the market is softer.) Another possible 
reason for giving up the policy is the 
enormous number of man-hours it has de- 
manded for implementation. So far, an ac- 
tual counter-purchase, with all the antici- 
pated complexities, has not yet even been 
made. 

But some feel that counter-purchase 
makes more sense than might appear to be 
the case at first. The cumbersome proce- 
dures involved should slow the pace of im- 
ports, which may not be a bad thing at pre- 
sent. Given that top-priority projects tend 
to be exempted from counter-purchase 
conditions, the policy may come to order 
projects according to their respective 
urgency and economise on precious finan- 
cial resources, some argue. There is also a 
feeling that a cheap industrial plant which 
has to be paid for with hard-earned 
foreign exchange is not necessarily better 
than a slightly more expensive plant which 
can be paid for with hard cash earned 
automatically through counter-purchase 
deals. 

And of course, such a dichotomy may 
not be relevant if the cheap supplier will- 
ingly complies with counter-purchase. 
The Japanese are often the cheap 
suppliers of things which Indonesia needs 
and they are now reluctantly accepting 
Jakarta's terms. Even those sympathetic 
to counter-purchase admit, however, that 
in a stagnant world economy, the success 
of Indonesia's policy will tend to be at the 
expense of its trade competitors. r 





Thinking 
ahead 


A planned nuclear plant 
would be the biggest 
foreign investment in China 


By Robert Delfs 1 
Hongkong: China's central government. | 
has approved in principle the develop- — 
ment of a nuclear power plant by a joint — — 
venture between the Guangdong Electric — 
Co. and Hongkong's China Light and — 
Power Co. (CLPC), according to Guang- * 

il 

ij 





dong's Vice-Governor Liang Weilin., But 
there is still a long way to go before this ap- 
proval — which has long been expected — | 
is translated into firm decisions on equip- _ 
ment and financing. The plant, powered _ 
by two 900-mw. pressurised-water reac- _ 
tors, will be located near Daya Bay in the | б 
Shenzhen Special Economic Zone north 
of Hongkong. h 

The plant will be the largest foreign in- — 
vestment project in China to date. Total — 
capital costs would be slightly more than © 
US$4 billion, according to a joint feasibi- 
lity study conducted by Guangdong Elec- | 
tric and CLPC in 1980, but British Depart- — — 
ment of Industry officials now estimate — 
the total will be near US$5 billion. Thisis - 
more than twice the US$2 billion total 
foreign investment in China so far and six* | 1 
times the original contract value of the — — 
Baoshan Steel Mill project near Shanghai. 
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Announcement of the decision at this `, _ 
juncture may help to relieve anxieties over ' - 
the future of Hongkong, which have in- — 
tensified recently after indications that — - 
China intends to reassert sovereignty over — 
the territory at about the time the New 
Territories lease expires in 1997 (REVIEW, - 
July 16 and 30). The equity joint venture. 
between Guangdong Electric and CLPC 
will continue for 20 years after the second 
reactor is commissioned — no earlier than 
1989, so the arrangement will presumably 
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= BUSINESS AFFAIRS m 
The Japanese toe Indonesia's counter-purchase policy line 


A return to barter 


By Susumu Awanohara 
Jakarta: Indonesia has scored a decisive 
victory for its counter-purchase policy, 
which requires foreign suppliers to the 
government to export Indonesian goods 
ee rl in value to the materials they 
into the country. In a major conces- 
sion, Japan’s giant trading companies 
each. submitted a US$100,000 bank 
guarantee to the authorities on August 20, 
which they will forfeit if they do not agree 
to the terms of counter-purchase laid 
down by Jakarta. It represents a defeat for 
the powerful Japanese Government-busi- 
ness alliance, which is by far the largest 
supplier of goods relevant to the counter- 
purchase policy, and which had put up an 
unexpected, vigorous fight against the 
policy. 

Even before this, the Japanese lost 
some ground when the biggest Japanese 
trading company, Mitsubishi Corp., re- 
cently went its own way in a fertiliser deal 
and wrote a letter of undertaking to 
counter-purchase which, in the Japanese 
view, does not. provide enough protection 
to. the company... The counter-purchase 
policy had been introduced in January to 
boost slumping ,, Indonesian exports of 
non-oil,and gas products. It has been dif- 
ficult to implement and it was not until 
August 9 that the government announced 
the first — апа so far the only — deal* 
sealed with, counter-purchase commit- 
ments from suppliers: a US$128 million 
fertiliser purchase. 

Much of the delay was caused by pro- 
longed negotiations between Jakarta and 
its potential suppliers over the precise 
terms of counter-purchase. Naturally the 
potential suppliers wanted to indemnify 
themselves against losses, particularly in 
cases where they were unable to honour 
counter-purchase commitments because 
of problems on the Indonesian side. On 
the other hand, Jakarta felt that if it gave 
in too much,-the whole policy would lose 
substance. Whereas the potential 
suppliers enclosed letters of undertaking 
to counter-purchase, each in its own style, 
Jakarta insisted on a standard letter from 
all bidders. 

Thereafter the negotiations focused on 
the wording of the clause in the standard 
letter of undertaking calling for Jakarta 
and its suppliers to review the situation if 
insufficient counter-purchase products 
were available or if such products were not 
of suitable quality or not competitive in 
price. Jakarta gave some ground in this 
discussion but the Japanese were gener- 
ally still dissatisfied with the final wording. 

Mitsubishi was censured by both the Ja- 
panese Government, notably the Ministry 


of International Trade and Industry 
(Miti), and its competitors among trading 
companies because it acquiesced and 
wrote a standard letter of undertaking, 
sources say. The feeling is that Mitsubishi 
as an industry leader has a moral obliga- 
tion to stay with the Japanese rather than 
fallforshort-term gains. Mitsubishi'sshare 
of the fertiliser deal is US$23 million, 
Mitsubishi's "fall" led to last week's 


Rubber улу бууун, questions remain. 





more decisive victory for the counter-pur- 
chase pólicy. In late May, perhaps fed up 
with the horse-trading over the wording of 
the letter of undertaking, Jakarta an- 
nounced that bidders for the approxi- 
mately US$400 million cement plant in 
Madura would have to submit a bank 
guarantee of US$100,000 each, commit- 
ting themselves to execute the letter of 
undertaking properly. The deadline for 
the bank guarantee was set before the 
closing of the tender period and bidders 
were expected to supply the undertaking 
letter with their tender. Failure to supply 
the bank guarantee would disqualify the 
bidder and though the guarantee would be 
returned to the bidder if the contract were 
awarded to other bidders or the project 


were cancelled, the bidder would lose the 
US$100,000 if it failed to write a properly 
worded counter-purchase letter, the an- 
nouncement said. 

The Japanese agreed among themselves 
that they should not comply with such an 
escalated. requirement. Four Japanese 
trading groups, Mitsubishi, Mitsui, 
Sumitomo and, finally, Nichimen to- 
gether with Tomen, are interested in the 
cement project, whose 
import content and hence 
its counter-purchase re- 
quirement could top 
US$200 million. 


G^ from the Unit- 
ed States, South 
Korea, West Germany, 
France and Romania are 
also said to be angling for 
the project. As the August 
20 deadline for the sub- 
mission of the bank gua- 
ranteé approached, busi- 
ness | considerations were 
eroding: free-trade princi- 
ples, {in the name of which 
the Japanese groups were 
resisting | Jakarta's pres- 
sure;-Some hard-liners at 
Miti;were: opposed to the 
end. to giving in to In- 
donesian : demands but 
after Mitsubishi's com- 
promise on the fertiliser 


issue, it was difficult to 
control - the business 
groups. There were in- 
tense. discussions іп 


Tokyo and Jakarta and 
on August 20, the four Ja- 
panese groups took the 
bank guarantees to 
Semen Gresik, which will 
run the cement plant, as was required. 

It is perhaps surprising that the Japan- 
ese opposed counter-purchase to such an 
extent. When the policy was first intro- 
duced in December, observers were quick 
to speculate that it would benefit the Ja- 
panese most because they had trading 
companies with extensive international 
business networks, The Japanese did not 
disagree, though they feared that their 
ability to help Indonesia 'export was 
exaggerated and that the policy could dis- 
courage trade generally. In the early 
stages the Japanese seemed to have de- 
cided not to criticise the policy strongly, 
partly out of fear that this would be seen as 
a rationalisation for maintaining their al- 
legedly closed domestic market. 
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History's open university 


The Secondary Banking Crisis, 
1973-75 by Margaret Reid. MacMillan 
Press. £20 (US$34.20). 


The Incredible Eurodollar by W. P. 
Hogan and |. F. Pearce. George Allen 
& Unwin. (No price given.) 


THE German philosopher . Hegel 
suggested that “the only lesson men learn 
from history is that men learn nothing 
from history." Recent évents in interna- 
tional banking in turn suggest that. his 
cynical conclusion may have been justi- 
fied, though history has no shortage of les- 
sons to offer to those willing to learn. 

One such lesson was the so-called sec- 
ondary banking crisis which came close 
(much closer than most people realised at 
the time) to toppling the British financial 
system in the mid-1970s. The precise 
causes of the crisis were numerous and 
complex but.in sum they amounted to a 
neglect of banking prudence, born of the 
idea that there was safety in numbers — 
and that times had changed. 

But the silent crash — silent because it 
was so well cushioned by the Bank of Eng- 
land — following the fringe banking boom 
in Britain proved that the only thing time 
had changed was the potential magnitude 
of a collapse, Outside Britain, in the Unit- 
ed States and even more so in the interna- 
tional Eurodollar market, this potential is 
of frightening proportions. 

The Polish crisis and the repercussions 
it had on certain West German and US 
banks, and now the Banco Ambrosiano 
affair in Italy together with the serious 
losses which two of America's biggest 
"city" banks, Chase Manhattan and Con- 
tinental Illinois, have suffered from the 
Penn Square Bank debacle lend obvious 
topicality to volumes of this kind. So too 
does the massive rescheduling of Mexican 
official debt and the fears that has induced 
about the integrity of the international 
banking system. 

Margaret Reid's book is particularly 
valuable because not only does it chroni- 
cle in careful detail the events leading up 
to the secondary banking crisis in Britain, 
and how it was dealt with, but it looks 
beyond to the international implications 
of the “lifeboat” concept which was used 
to bail out 25 British banks and related fi- 
nancial institutions — eight of which fi- 
nally collapsed — at a total cost of around 
£3 billion (US$5.13 billion). 

' Reid traces the roots of the crisis to 
rapid changes in the City of London's 
banking and financial mechanisms, the 
appearance of a host of new quasi-banks 
(so-called Section 127 or 123 institutions), 
the growth of new money-market instru- 
ments like the certificate of deposit and 
the (Conservative) government's liberal 
money-supply and credit policies (cul- 
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minating in the law on competition and 
credit control — what Reid terms the 
"liberating new deal for the banking 
world"). 

All this fuelled ап unprecedented 
boom in the British property market, into 
which the secondary banks were pouring 
money obtained not only from public de- 
posits (offering competitively high in- 
terest rates) but also from the big “clear- 
ing" (commercial) banks via the inter- 
bank market. In this latter context Reid 
quotes the percipient Prof. Jack Revell, 
who noted as far-back as 1968 that “the 
bank which is placing a deposit with 
another bank . . . has lost control of the ul- 
timate use of that deposit," a point of 
great relevance today when inter-bank de- 
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Richardson: international lifeboat. 


posits and syndicated loans are the na- 
tional and international norm. 

A swift outflow of these short-term 
money-market funds at secondary bank 
Cedar Holdings in the winter of 1973 
began a crisis which was to embroil many 
more such institutions during the follow- 
ing two years. Basically, the cause was the 
curtailment of cheap money as the govern- 
ment took fright over the scalé of the 
money boom and the related property 
boom. Secondary banks were caught by 
the high cost (or non-availability) of short- 
term deposits to fund their long-term (and 
relatively low-earning) loans. At the same 
time, the property-market collapse reduc- 
ed drastically the value of their assets. 

Enter the Bank of England to twist the 
arms of the big clearing banks and make 
them help bail out the fringe banks, to 
which they had lent heavily. If the secon- 
dary banks went down, so could the clear- 
ers, the argument ran. So the lifeboat 
was launched. It did a remarkable job in 
staving off total collapse and (after a 
number of years) the ailing institutions 












either recovered, were absorbed by 
ones or were liquidated in an orderly way. 
Britain was not alone in suffering crisis. _ 
Also in 1973, the West German Hess 
Landesbank suffered heavy losses, t 
National Bank of San Diego collapse 
the Israel-British Bank ran into crisis. 
first oil shock hit international liquidity — 
just as the British Government suddenly | 
contracted domestic liquidity —thelesson —— 
being that over-liberal financial expansion: 
always brings a damaging contracti 
The most traumatic collapse of the ti 
was at the Herstatt Bank in West ( 
many in 1974. i 
Some lessons were learned. In 
same year, the governor of the Bank 
England, Gordon Richardson. propoun 
ed to fellow bank governors in B 
the idea of a “partial internationalisation 
of the lifeboat concept,” as Reid puts it. 
This resulted in a little-known agreen 
among governors to provide “lend 
last resort facilities to their own ban 
secure the safety of their operations in the 
Eurocurrency markets.” This, though, - 
seems to have been honoured in the - 
breach by the recent decision of the Italian | 
banks not to support Banco Ambrosiano's _ 
Euromarket lendings. ‚Ж ша 
The Eurodollar market is; of course, 
much wider theatre of potential dr 
and one which Hogan and Pearce — 
Australian and an American academic 
spectively — suggest in their. book 
doomed to "collapse or to wither away." 
is an apocalyptic vision, not entirely jt 
tified by the text as the authors admit th 
they cannot foretell the manner of t 
market's demise. Their strongest indict- 
ment of the market is its anonymous yet _ 
inter-linked nature (banks losing ultim 
control of their deposits) and the da 
that a borrower's default could trigger. 
chain reaction of confidence-crisis, depo- — 
sit withdrawals and collapse thr ut -— 
the market, | 
But there is an unjustified pessimism: 
the authors' contention that the "Eur 
lar market came into being because of | 
tendency for the same countries always | 
be in trade surplus and the same coun 
always to be in trade deficit." Success 
oil shocks, of course, increased 
Euromarket's need to recycle short-term. 
balance-of-payments funds. But much - 
Eurodollar lending is made in support Of 
(ultimately revenue-producing) projects 
and: basic economic theory teaches thata _ 
developing country will suffer trade de- 
ficits (counterbalanced — by capital _ 
surpluses) for a number of years while it — 
builds its economy to the point of take-off. _ 
On balance, Reid's book makes the bet- | 
ter case — for stronger supervision and 
concerted prudential supervision of the — 
Euromarkets, rather than their abolition. — 
Her quoting of the gloomy Hegelian — 
aphorism suggests she is pessimistic about — 
reform, however, and who can say that — 
this attitude is wrong in the light of recent _ 
events? 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 


travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


Just because you're stopping in Singapore on business doesn't 
mean you can't squeeze some good times in. An oriental-styled 
hotel, Ming Court gives you eastern hospitality combined with 
international savoir vivre. 

There's French Provencal cooking at Chez Bidou. Or try Ming 
Palace's famous Hong Kong dim sum. Relax at the sidewalk 
Cafe Boulevard. Unwind 





If you'd like to know more 
about our frequent business 


with a few drinks at Jade 
Lounge, listen to live music. 
The Ming Court is in the 
heart of Singapore's shop- 
ping and entertainment 
centre but just a few minutes 
from the downtown district. 
Ming Court. The Cosmo- 
politan Asian of today. 





PLING COURT HOTEL 


Tanglin Road, Singapore 1024, Telex RS 21488 MINGTEL. Cable MINGOTEL 
Reservations: Utell International. Steigenberger Reservation Service. Cardinal Hotel 
Booking Service, Hong Kong. Goodwood Park Hotel Sdn Bhd, Kuala Lumpur 


Member of The Goodwood Group. 


travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 
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ports by non-producing countries; 


iei import by travellers; relaxed licensing 


regulations which allow general stores to 
sell alcohol, and the growth of tourism, 
which promotes relaxation of drinking 
controls to attract foreign visitors. 

In some developing countries, multina- 
tional companies have helped establish ef- 
ficient brewing industries, both creating 
_ jobs and providing local governments w ith 
a lucrative source of excise tax revenue. 
Such governments develop a vested in- 
terest in encouraging increased liquor 
_ consumption. WHO's concern, however, 
is that the tax revenue from liquor sales 
py be far exceeded by the costs of health 
care and police protection for dealing with 
азнака problems, as well as by the 
costs to industry of worker absentecism 
and the reduction of efficiency caused by 
E drinking. 

“Alcohol-related problems . . . in the 
“case of Third World nations may even 
| threaten economic development," the 
_ WHO study said. In Asia as elsewhere in 
| the world, heavy drinking is still largely а 


© male, urban phenomenon, but the WHO 


survey found that consumption is increas- 

ing among women, young people and 
rural dwellers. Again, the study blamed 
the relaxation of cultural controls. How- 
ever, it is among men in the 25-64 age 
group that alcohol takes the heaviest toll: 
_ cirrhosis of the liver is one of the five lead- 
ing causes of death in most countries for 
` this population group. 

; WHO said that development of a na- 
К жопа! alcohol policy is essential if the con- 
` flicts between long-term health and 
economic. development and short-term 
employment and tax revenues are to be re- 
solved. Among WHO's suggestions: 

» Collection of better data on the ex- 
— tent of Asians’ drinking problems, 

> Agricultural policies which discour- 
—age farmers from selling grain to distil- 
leries. 

» Higher alcohol import taxes and li- 
quor price controls. 

> Tighter restrictions on licensing of re- 
tail outlets and public education cam- 
paigns which stress the dangers of heavy 
drinking. 





wo phone calls: and several letters 
from REVIEW readers in Japan have 
urged me to relate the details of the mis- 
carriage of justice against the imperial 
foreign minister, Mamoru Shigemitsu, 
at the Tokyo war-crimes trial (May 1946- 
November 1948). The approaches fol- 
low my recent tribute to the wrongly 
hanged Iwane Matsui, who silently and 
innocently accepted responsibility for 
the Rape of Nanjing. 

Shigemitsu sat in the back row of seats 
in the crowded dock at the marathon 
Tokyo trial. He was always the last of the 
25 prisoners to be seated. He had lost his 
leg to a Korean assassin’s bomb in Shang- 
hat in 1932. 

His personal anti-war record was clear 
and outstanding. He had been a distin- 
guished career diplomat who became so 
friendly with British and American am- 
bassadors in every world capital in which 
he served that, without exception, they 
rallied, though vainly, to his defence 
after he was sentenced to seven years’ 
imprisonment for “having waged wars 
and aggression” and having “deliberately 
and recklessly disregarded his legal duty 
to take adequate steps to ensure the ob- 
servance of, and prevent breaches of, 
the laws of war." 

A great mass of evidence, supported 
by voluntary testimony from British and 
American leaders, was presented to the 
Il-judge tribunal to establish that 
Shigemitsu initially and increasingly op- 
posed the military planning that led to 
Pearl Harbour and that his influence as a 
member of the cabinet — which he 
joined at a time when it was apparent to 
every intelligent and informed Japanese 
that the war was lost — was devoted to 
ending the war. 

The prosecution made no attempt to 
contest this evidence. But the Soviets — 
significantly — were after Shigemitsu, 
who was not arrested until they had be- 





























latedly arrived in Tokyo. Soviet Judge 
Zaryanov withdrew support for other 
compromise decisions until he wangled, 
in exchange, the small majority of judges 
needed to imprison Shigemitsu. 

Shigemitsu refused to go into the wit- 
ness-box to defend himself on allega- 
tions of mistreatment of war prisoners. 
He feared that he might thereby have in- 
criminated Gen. Hideki Tojo, who was 
sentenced to 20 years' jail for other 
major offences. When Tojo was cleared 
of his mistreatment charge, he said: 
"Either Shigemitsu or I were both guilty 
or we were both innocent. At least, that 
is according to Eastern justice." 

Actually, the evidence was on record 
that Shigemitsu did go outside the offi- 
cial limits of his power as foreign minis- 
ter: he privately but fruitlessly pressed 
his doubts about the treatment of prison- 
ers of war and his personal dissatisfac- 
tion with the War Ministry's replies to 
Tojo (then prime minister), to the sup- 
reme commander and finally to the em- 
peror's adviser, Marquis Kido. 

As George Furness, Shigemitsu's able 
Boston counsel (still alive and well and 
practising law in Tokyo) warned in his 
petition to Gen. Douglas MacArthur 
after the sentencing, and Judge Rolling 
(from the Netherlands) also emphasised 
in his vigorous dissenting judgment, the 
sentencing of Shigemitsu made it a crime 
for an advocate of peace to join a cabinet 
during a war in ‘order, openly or 
covertly, to hasten the end of hostilities 
which he had failed: or been-unable to 
prevent. 

Shigemitsu came out. of Ѕирато 
Prison with no bitterness over his convic- 
tion or sentence. His first request was to 
be driven to the *Double Entrance" of 
the imperial palace, where he alighted 
and bowed deeply in reverence to the 
emperor. 

He had no home to: go to. The day 
after the announcement of his impend- 
ing release, his family villa, with most of 
his personal belongings, was burned to 
the ground in an anonymous gesture of 
Oriental warning and spite; no one has 
ever discovered whether the terrorist 
hands that destroyed his property be- 
longed to old Japanese military foes or 
new Japanese communist foes. 

Some of we Western pressmen met 
Shigemitsu regularly at Tokyo's old 
Marunouchi Hotel after his return, 
serene and philosophic, to the leader- 
ship of the Japanese Progressive Party. 
He gave us good news stories. He in- 
sisted that Japan must rearm: “We need 
balanced self-defence, which means 
food and education and international co- 
operation as well as an army . ... Trade 
with China? Of course. Japan and 
China, tragically, have never been able 
to understand each other." 
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dragons climb its ornate pillars À gigar s 
eyeball, the dimensions ofa fair-sized.ga- 
someter, still surveys the world from. ber 
hind the high. altar. The same white- 
robed, ignorant priests officiate. They 
have the same filthy fingernails.. 
the same swallows wheel and dart аш 
the tall, gold Buddhist umbrellas. 
The mural depicting Sun Yat-sen assist- 
ing a uniformed Victor Hugo to pen on a 
scroll the;words.Dieu.et humanite, amour 
et justice. (God and. humanity, love. and 
justice), remains.untouched. Founded by 








an eccentric public:servant in 1930, Cao; 


Daism is an eclectic religion, its seachings 
somewhat incoherent, It:has-been.succes- 
sively anti-French, anti-Ngo Dinh. Diem. 
апа anti-Nguyen Van Thieu. It is certainly 
anti-communist.. 


early 60% of the 700,000 people of 


Tay Ninh. are Cao Daists. It is clear that 


the provincial people's committee does. 


not like them. But as far as one can gather: 


all it has done so far is to abolish the.sect's^ 
hospitals,‘welfare programmes and par- 


ticularly, of course, its schools. 
By doing this.the state hopes, as it does 
by abolishing: Christian schools, to let the 


Cao Daistssimplywither away. However, . 
that is not the.attitude-it adopts towards: 


other anti-communist dissidents; particu- 
larly.members/of the ancien regime. А 
number: ете Нуе in. greatly re- 
duced circumstanees;.in. Saigon. They 






scem to have jobsethey keep out of the- 


limelight. They shüm:publicity. They are 
not easy to contact 
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Their stories vary but. add up to. ast rong 


indictment of the regime. Some 100,000 
dissidents are thoughtito be in re-educa- 
tion camps, about:25,000. of them — the 
hard-core recalcitrants -— since liberation. 


But the;hardest-pressed dissidents, num- . 
bers unknown, are former PRG members, . 


the now-disillusioned one-time commu- 
nists and communist sympathisers of the 
liberation struggle. They tell stories of 
corrupt party cadres who buy their friends 
and relatives out of army service, or at 
least service in Cambodia, who somehow 
wangle better rice rations, better jobs and 
occasional overseas trips and who manage 
to obtain preferential school placements 
for.their children. 

They say they live in constant fear of the 
security police, of bullying cadres, оѓ 
being seen with foreigners. They say they 
do. not even trust. old friends іп ће way 
they once did, that they trust their. own 
and friends' children even less. They add 
that in the south it is no. longer com- 
munism versus anti-communism but hon- 
esty. versus : dishonesty.. Well, perhaps. 
They say a great number of things and 
some are clearly exaggerated. But the 









stories are symptomatic of the tensions. of 


eloquent words of one “Tr 
Мег 


sieur, trés fatigue 
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| Asians' thirsts are growing as liquor becomes п more r 


available and the social stigmas attached to drinking weaken 


By Katherine Wilhelm 

New York: More Asians are taking to 
drink, and with greater frequency and big- 
ger thirsts than they did two decades ago. 
A newly released United Nations report 
based on the most recent statistics availa- 
ble for the region shows that Asian.beer 
production increased more. than. 500% 
from 1960 to 1980 — four times faster than 
the world growth rate. 

Wine output was up 30095 over the 
same period, compared with a 20% rise 
worldwide. Because Asian countries are 
not large exporters of alcohol, most pro- 
duction is consumed domestically, by only 
50% more mouths than consumed the 
1960 output. 

The report, 
ducted by the World Health Organisation 
(WHO), explained the global upsurge in 
alcohol production as “largely а case of 
supply creating demand." It held that as a 
result of lax government controls and. a 
steady decline in prices relative to average 
income; liquor. was more readily available 
than before. At the same time, social stig- 


mas attached to drinking have weakened. . 


Japan, which ranked fifth among the 
world's beer producers in 1980 and is the 
only Asian country to make the top 10 on 
the world’s production list, expanded out- 
put during the past two decades at an an- 
nual rate bettered only by Brazil — about 
8.3% to Brazil's 8.4%. Meanwhile, the 
United States and West Germany — the 
world's leading beer producers — were in- 
creasing output by à mere 3% a year. 


based on а survey con- | 











































Like.many UN studies, the WHO: 
port is sketchy and often incomplete 
details: and comparative data. Neverth 
less, even the scattered observations an 
statistics. point to. an unmistakable. u 
swing. in alcohol consumption in muc 
southern and eastern Asia and the S 
Pacific. For example, in South Kor 
average 14- to 55-year-old пом dri 
more than his Canadian. or Americ 
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resources development, infrastructure? 
Vietnam will need massive aid in the fu- 
ture. 

It all comes together in the south. From 
the moment one lands at Ton Son Nhut 
airport in a Soviet-made jet, one is almost 
on familiar territory. Like a book read 
long ago but imperfectly remembered, it is 
not quite as one recalls it. Saigon — no 
one here calls it Ho Chi Minh City — not 
only has at least two former capitalist 
hotels that operate in recognisable fash- 
ion, provided one does not eat in them, 
but it has a curiously nervous, selfish life- 
style which is like a blow in the face after 
the austerity and self-denial of the north. 

Hanoi's women wear utilitarian trous- 
ers and shirt. In Saigon they still wear the 
graceful, colourful ao dai — black trousers 
under a long split skirt. After Hanoi, traf- 
fic seems frenetic. Shops and markets 
have real goods to offer. There are also 30 
Bangkok-based journalists in town for the 
Indochinese ministerial conference 
and very little chance for the state’s 
Security apparatus to keep tabs on 
them all. They scatter whenever they 
can, I with them. 

My guide and mentor who has been 
Keeping me up to the mark with daily 
comments about Australian complic- 
ity in the use of the defoliant, Agent 
Orange, hopes I will not start trading 
dollars on the black market. “It is 
easy." he says with socialist scorn, “to 
Sabotage our economy. Remember 
that.” Yes, but the black-market rate 
is extremely attractive. 

A tin of Heineken beer costs US$1. 
The hotel bill must be paid in dollars. 
All motor transport, which is highly 
expensive, must also be paid for in 
"green." Elsewhere one can use 
dong. The black-market rate is any- 
where between Dong 75 and Dong 
100 to the dollar. What does one do 
when offered dong at the black-mar- 
ket rate in nearly every street from Tu 
Do to Tra Bai Hung? I settle for 75 to 
the dollar — safe and low — and take 
a European friend to an excellent 
French-style restaurant where, for a 
song, we plumb the sugary depths of a 
giant souffle, lighter than air, and wash it 
down with a more-than-acceptable Alsace 
white wine. 

The city is still in a mess seven years 
after liberation. Some problems have 
been alleviated, some have got worse. 
When I was in Saigon eight years ago there 
were at least a million homeless in and 
around the city, mostly war refugees. That 
number seems to have been reduced by 
prodigious efforts to about 100,000, and 
the city's population from 4.5 million to 
about 3.5 million. This means many have 
gone to the New Economic Zones, subur- 
ban and rural. Nevertheless, one sees ugly 
Sights — beggars and unemployed bedded 
down for the night in alleyways and under 
the porticoes of former capitalist buildings 
in the main streets. 

Each day one is besieged by the Amer- 
asian children, of whom there are an esti- 
mated 8,000 in southern Vietnam. Some 
are the children of Vietnamese mothers 


and black American fathers — and they 
are the most discriminated against — but 
most have white fathers. They are a sad 
lot, with their straight fair hair, their occa- 
sional blue eyes and their pathetic letters 
signed by their mothers but written by 
professional letter writers. 

The letters tell any number of stories: “I 
did live with American and give birth in 
1973 to one boy, Nguyen, who now 
ashamed to [go to] school because he has 
face with American blood on it." One let- 
ter thrust into my hand, signed by the 
mother of an Amerasian, starts: “He was 
American. Each time I allow the wel- 
comes but then came the troubles." 

The problem is that no one wants these 
children, neither the land of their fathers 
nor that of their mothers, Many are simply 
skilful professional beggars. After the 
Western journalists leave for Bangkok I 
note the number of begging Amerasian 
children drops sharply. One or two of 


Amerasian child: a legacy of sadness. 





them chase me up the street when they see 
me but the rest have gone elsewhere. 


Мт» they are symptomatic of a 
city in which there are a number of so- 
cial ills — there are 100,000 orphans, for 
example — and a corresponding shortage 
of skills, industrial equipment, food 
supplies (despite the agricultural abun- 
dance of the south), electric power, doc- 
tors, dentists and spare parts. Name it, 
they are short of it. 

There has also been until relatively re- 
cently a good deal of ambivalence in the 
north over the proper way to handle the 
south. The septuagenarian politburo 
hard-liners still urge assimilation of the 
south the hard way. Let the south bite the 
bullet and suffer, they say. But unless the 
north is prepared to imprison half the 
south or to exterminate it, the policy will 
not work, because the south — in effect 
Saigon — will not buy it. 


Pragmatists like Thach and the new di- 
rector of the state planning organisation, 
Vo Van Kiet, realise this and try a new ap- 
proach. Hanoi planners now talk of a slow 
accommodation of the south, of a genera- 
tion or more of slow change to a com- 
munist system through a melange of inter- 
locking economic systems — state, collec- 
tive, cooperative, semi-private and indi- 
vidual. 

I visit several state-private enterprises, 
one of them a fairly modern four-colour 
printing plant of which the managing di- 
rector is a former part-owner assisted by 
two rather doctrinaire state-appointed co- 
directors, former members of the Provi- 
siomal Revolutionary Government (PRG) 
of South Vietnam. It works well enough 
but is run on strictly state-controlled lines. 
The inducements offered to the private 
side of management seem to amount to lit- 
tle more than a free lunch every day and 
an extra rice ration, perhaps more gener- 
ous than that given to most state employ- 
ees, The one-time part-owner says frankly 
it is not enough. 

And yet at the same time the north vir- 
tually bankrolls the south to a standard of 
bourgeois living, which if not quite what 
the south was used to in the bad old days is 
beyond the wildest dreams of the north. 
You can buy a bottle of White Horse 
whisky at the hotel for US$7, a roll of col- 
our film at any market for’ Dong 300 
or US$4 on the black market. Items such 
as these are not reserved entirely for for- 
eigners. 

The people who run Saigon are com- 
petent, fairly pragmatic communist 
ideologists. They appear to scorn such 
luxuries in much the same way they would 
scorn the sight I caught of a little girl 
cycling in Saigon’s traffic with a tennis rac- 
quet under her arm — the very symbol of 
bourgeois decadence. 

In time all this will change, they say. It 
will of course. But to what? The Saigon 
“bourgeois disease” is, if anything, 
spreading. Passengers on antiquated, 
overcrowded, Soviet-built aircraft — 
bought at “friendship prices” — leaving 
Saigon for Hanoi virtually stagger on 
board laden with southern goodies: toys, 
electric fans, biscuits, chocolates, spare 
Honda parts, clothing material, even a 
bottle of cognac. 

North and South Vietnam are the only 
two countries, one communist, one not, to 
have been reunited. The present state of 
Vietnam may be the only such amalgam 
unless the two Koreas and, most improba- 
bly, the two Germanys, reunite. 

What is likely to come about over a gen- 
eration in Vietnam is not the communist 
state that aging party members dream of 
in Hanoi, or a return to capitalist laisser- 
faire still cherished by some in Saigon, but 
a hybrid. It is still a likely result despite 
clear evidence of the political pressures 
brought to bear by the state to obtain at 
least Marxist political, if not economic, 
conformity. The government is, after all, 
communist, even if communist with a dif- 
ference. 

One's first impression is that pressures 
for change are mainly those of steady per- 
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Cola. He tastes it but doesn't like it. It is 
the empty cans they want, something new 
and shiny in a toyless land. 

China begins with dramatic suddenness 
at the end of the road in Dong Dang, once 
a sizable town of 5,000, reduced virtually 
to rubble by. Chinese artillery fire in the 
one-month war of 1979. I look up at a 
1,000-ft high mountain which towers over 
the ruined town, On its peak a Chinese 
radar scope revolves rapidly. I focus my 
camera on it. In a flash the colonel's hand 
covers the lens. “Forbidden,” he points 
out. 

We walk down the road. The only build- 
ing still standing relatively unharmed is 
part of a pagoda. The.rest are shells. In 
one, somebody. Vietnamese or Chinese, 
has sketched, across, a wall some very 
explicit pornographic drawings. I point 
enquiringly. Nobody, says anything. The 
socialist north is rather puritan. Who lived 
in Dong Dang, I ask? The colonel replies 
with real amusement that they were 
mostly ethnic Chinese. “Chinese will kill 
anybody, even their own people, in order 
to dominate Vietnam. And they will try 
again, you will see, and fail.” 

In. a distant ricefield, a group of blue- 
kerchiefed Nung women, a tribal minor- 
ity, are as busy as ants despite the torrid 
heat 

Next day in Hanoi I visit the war 
museum, its gardens filled with captured 
American, South Vietnamese and 
Chinese tanks, artillery, helicopters and 
small arms. A placard in Vietnamese, 
Russian and English says that Vietnam 
lost 3 million dead, the US 900,000. 
Another makes absurd claims about the 
number of downed American aircraft. 

My guide has a scarred arm — from the 
B52 bombing when he was an anti-aircraft 
officer, he explains. He was wounded four 
times, I visit the famed Dien Bien Phu 
diorama, It is the size of a large swimming 
pool. In the darkened room a recorded 
voice tells the story in English. Suddenly 
the hills, plains and valleys of Dien Bien 
Phu flash with tiny lights — Vietnamese 
artillery fire. Vietnamese entrenchments 
are shown electrically as fine lines of gold 
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in the dark green of surrounding rice 
fields. Matchbox-sized. tanks move to- 
wards French airfields. A French com- 
mand post is overrun, then another. 
White flags appear. A French general 
commits suicide, says the voice. French 
troops are in disarray. Suddenly the Viet- 
namese flag waves where once the trico- 
lore flew. One of the century's crucial bat- 
tles is over. 


friend takes me to dinner in one of 

Hanoi's four remaining French res- 
taurants. He has a car which strictly he is 
not entitled to drive. He leaves it unlocked 
in a crowded street. *No one will touch 
it,” he says. "It's not the south." The meal 
is good, the surroundings squalid, the pro- 
prietor philosophic. He runs a private bus- 
iness but pays heavy taxes. A relic of the 
ancien regime, he is resigned. It is better 
than returning to a France he no longer 
knows. On the back seat of the car my 
host's purchases of the day remain exactly 
as he has left them. 

The standard of public honesty in Hanoi 
is totally different from that of any other 
Asian city I have known. What don't I 
like? Two things. The constant rationali- 
sation of corruption as the "southern dis- 
ease" when it is actually endemic. One has 








only to watch the huge payoffs in cigaret- 
tes, Vietnam's alternative currency. 
Next? The brooding air of surveillance 
which Westerners find oppressive. One is 
watched. A West European tells me to be 
careful what I say in front of servants. 
"They have to report to the security 
police on all of us at regular intervals. Just 


мо keep them up to the mark they are re- 


quired to report oft each other. This leads 
to unpleasantness. A servant may ask for 
an empty ice-cream container. He can use 
it for some purpose at home. Another ser- 
vant will then report him for anti-socialist 
activities simply because there is not 
another one for him." 

I attend a meeting with agricultural ex- 
perts who tell me a great deal of their pro- 
blems over land distribution; fertilisers, 
pesticides and collective farmers and free 
farmers. The conversation turns to the 
birth rate. Nobody seems to know for sure 
what it is. | quote from an official 
magazine that it is 2.6% per annum and 
that even if it drops tomorrow, and it will 
not, Vietnam will increase from its present 
53 million to 90 million people by the end 
of the century, maybe more. This means 
not only a near doubling of population but 
a necessary doubling in food production 
just to feed it. And what about industry, 
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E study in contrasts: street market in Hanoi; and in Saigon. 
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A tale of two cities - 


Eight years after reunification, the austere north 
contrasts sharply with the free-wheeling south 


By Peter Hastings 


T: city wakes early in suffocating heat 
as dawn takes over from the town's 
dim electric lights. A million bicycles 
begin to move along the streets, joined by a 
few official cars and a handful of scooters. 
Ancient buses, even more ancient trams, 
packed with polite, disciplined people — 
foreigners are discouraged from photo- 
graphing or talking to them — rattle 
through the dusty, derelict town. Shops, 
offices and markets begin to open. It is 
another day in Hanoi. 

The grime, the totally unalleviated pov- 
erty — “shared poverty,” the government 
insists truthfully — are there for all to see. 
The city is squalid by any standards. 
Paradoxically, it also glows. Its centre is 
an architectural museum. piece, a 1930s 
French provincial town of lakes and parks, 
of decaying ochre-coloured two-storied 
villas, green shutters and tree-lined 
avenues, which against all odds has with- 
stood the ravages of Japanese occupation 
and 30 years of war. 

For the majority of its 1.2 million in- 
habitants life is spartan. Men and women 
dress austerely. Wages are low. There is 
little in the shops, little money to buy what 
is there. The Vietnamese go without a 
very great deal and have few amusements. 

As a result propaganda is relentless in 
Vietnam’s state-controlled radio, TV and 
newspapers. It has to be to explain why, 
after so many years of struggle and priva- 

ion, there are still so few goods, so little 
triety in food and clothing in a city where 

' average wage is perhaps Dong 100 

'$10 at the official rate, slightly more 
US$1 at the black-market rate) 
ly and a packet of Dunhill cigaret- 


tes, if you can get them, costs Dong 40. 

Propaganda, subtle and otherwise, is 
part of the visits one makes (usually in the 
charge of a vigilant, English-speaking 
guide) whether to an orphanage, restau- 
rant, collective, army newspaper office, 
war museum or meeting with a politician 
or official. The message is roughly always 
the same. China is the real, the ancient, 
enemy seeking to dominate Indo- 
china and especially Vietnam, as it once 
did for a thousand years. Only the Soviet 
Union is a friend, a true socialist friend. 
There can therefore be no compromise 
over Cambodia so long as Asean, backed 
by the United States, continues to play 
China’s game of supporting what officials 
in Vietnam call the monstrous coalition of 
Khieu Samphan, Prince Norodom Siha- 
nouk and Son Sann. 

Vietnam has no desire to stay in Cam- 
bodia, the Vietnamese insist, finding it a 
burden. Hanoi will withdraw all its troops 
from that country the day support for Pol 
Pot, the mass murderer, ceases and China 
withdraws, not a day sooner, not a day 
later. How can anyone looking at Viet- 
nam's privations, its financial burdens, its 
reconstruction problems in the south, its 
unrepaired war damage, believe other- 
wise? The evidence of a strained econ- 
omy, described by Foreign Minister 
Nguyen Co Thach recently as “barely sus- 
tainable," and of major war damage to the 
infrastructure, is all too apparent. 

We start for the Chinese border at 5 
a.m. and wait an hour to cross Hanoi's 
Long Binh bridge which spans the wide 
reaches of the perfectly named Red River. 
Built by the French in 1896, it is totally in- 














adequate for the city's needs. One bro- 
ken-down truck can close it almost inter- 


minably. 
It was formerly the rail link to China 
and across it — and to a lesser extent 


through the port of Haiphong — came the 
food, machinery and weapons with which 
Hanoi waged its long. bitter and ulti- 
mately victorious war against the South 
and the Americans. Partly destroyed on 
two occasions by US aircraft, it was re- 
paired in miraculous fashion within 10 
days by а resourcefül, resolute people. ^ 
Parts of the bridge remain visible in the 
Red River sands below, It is much the 
same story all the way along the narrow, 
potholed roads leadihg to thé border, with 
at least 16 badly damaged or totally de- 
stroyed bridges — some replaced by tem- 
porary spans — eviderice either of Ameri- 
can bombing or artillery fire during the 
short-lived Chinese invasion in 1979. 





he countryside is fantastic. Elevated 

terraces of dry and wet rice, fields of 
potatoes and other vegetables, rivers and 
gorges rising against a backdrop of saw- 
toothed limestone ranges, the great natu- 
ral barrier between China and Vietnam. A 
lieutenant-colonel is on the trip. He has 
been in the army 22 years, he says. He has 
done nothing but fight all his life, first the 
French, then the Americans and the 
Chinese. How were the Chinese? *No 
match for us," he replies. "They never 
have been." The Japanese, too, were no 
match, he says. 

He takes off his green pith helmet with 
the red star, the Vietnam army's standard 
headgear, and asks me to put it on. I com- 
ment on the rather ugly new Soviet-style 
caps and uniforms issued to the police in 
the past month. He sighs. *We too are get- 
ting them." I sense he doesn't like the 
idea. In a sizable town we stop. I produce 
ice-cold Asahi beer and Coca-Cola from 
an ice-chest for the colonel, driver and 
guide. A crowd gathers. Children shout: 
“Lien-so [Russian]" pointing at me. *Aus- 
tra-lia," I reply. They've never heard of 
it. 

They eye the cans. I offer a kid a Coca- 
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an important market, given the increas- 
ing protectionism of the Western coun- 
tries against manufactured goods from 
the developing countries. But the key 
here is whether Malaysia can show the 
political will of the Japanese in the na- 
tional restructuring of the economy. Re- 
cent efforts by the administration of 
Prime Minister Datuk Seri Mahathir 
Mohamad in closing down unprofitable 
government ventures are encouraging 
signs. 


jens success also depends on the 
existence of an able bureaucratic elite 
which not only provides continuation in 
the face of political changes but com- 
mands, if not the trust of business, at least 
its cooperation. This allows for long-term 
planning for the ultimate good of the 
economy which would not be the case if 
business were left on its own and sub- 
jected to the exigencies of survival. Singa- 
pore and Malaysia both have reasonably 
able bureaucracies. The former derives its 
recruits from its better university 
graduates and the latter takes some of the 
better talents from Malay society. 

In the Malaysian case, it is obvious that 
the bureaucracy may not achieve the de- 
gree of trust from business as the Japanese 
bureaucracy achieves, given that so much 
of business is dominated by for- 
éigners and by a different ethnic group 
from that which controls the bureaucracy. 
This, however, is not an insurmountable 
problem. Given the fact that much 
Chinese, if not foreign, business is keen to 
be viewed favourably by the government, 
the rational administration of policies de- 
cided on a political level will go a long way 
towards reducing. any antagonism be- 
tween bureaucracy and business. The 
Mahathir administration's efforts to in- 
crease bureaucratic efficiency will help in 
this case. 

The fourth. factor is the nationalistic 
spirit of the Japanese, not so much in the 
military and political sense such as was dis- 
played before and during the war, but as a 
spirit that channels the hardworking quali- 
ties of the Japanese towards a collective 
goal defined in the postwar period as a 
strong gross national product. It also ena- 
bles them to transcend fierce internal busi- 
ness rivalries and to check excesses in 
worker-employer conflict. This, perhaps, 
is one of the more difficult qualities to 
adopt. 

The British, for example, demonstrated 
admirable solidarity when the flag and na- 
tional glory were waved at them during 
the Falklands crisis, but show no such sol- 
idarity in the management of their econ- 
omy. Many Southeast Asian countries, 
too, managed to evoke a nationalistic 
spirit from their heterogeneous popula- 
tions in the anti-colonial struggle. Whe- 
ther they can today translate this spirit to 
the often dull and unspectacular efforts 
needed to build a strong economy remains 
to be seen. 
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uddenly, in Southeast Asian countries 

as well as the United States, people are 
being urged to follow the Japanese exam- 
ple. The governments of two countries, 
Malaysia and Singapore, constantly 
exhort their populations to imitate the Ja- 
panese. In Thailand, some people seem 
enamoured with, and wish to adopt, cer- 


— such as the sogo soshas, or general trading 


jè tain features of the Japanese economy 
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companies. Are they on the right track? 
Without underestimating the enormous 
problems involved in one country, or 
countries, attempting to follow another, I 
do not think they are misguided. Three 

caveats have, however, to be made before 
a discussion of the suitability of the Japan- 
ese example. 

First, it is important to make a distinc- 
tion between the historical experience of 
Japanese modernisation — the time 
around the Meiji restoration — and the 
post-World War П success of the Japanese 
economy and society, despite the histo- 
rians who argue that no such distinction 
should be made. The Meiji restoration, in 
my opinion, is a dated model. Japan then 


- modernised as an uncolonised country 


гара did not experience the condition 
known as rising expectations. There was a 


—— traditional elite with legitimacy, even if it 


was primarily drawn from the lower 

samurai in the southwestern part of Japan, 
- which could, albeit not without difficulty, 

exact the necessary sacrifices needed for 

modernisation from the peasantry. 
Southeast Asian societies today, Thai- 

land excepted, are basically post-colonial. 

They face the attendant problem of politi- 

cal legitimacy and also demands, some- 

times unrealistic, made of their govern- 
ments by their populations. Moreover, 
governmental encouragement of key in- 
dustries such as occurred in the Meiji 
period, a feature which was supposed to 
distinguish it from the Western moderni- 
sation experience, is not now an issue in 

Southeast Asia. Government 

participation in Southeast 

Asian industry is à common 

feature. From what can be 

‘gathered from the speeches of 
"top Malaysian and Singapo- 
rean politicians, it is the post- 

World War II Japanese surge 

they are thinking of. 

Secondly, it should be re- 
membered that there are dif- 
ferences in the present at- 
titudes of some Southeast 
Asian countries to those held in 

е 1950s and 1960s when 
Japan was held up as a model 
г Southeast Asia by the Ame- 
ns. Southeast Asia then 
none too receptive, in part 
use of the negative image 
an brought about by the 


Japan's Zenko Suzuki with former Malaysian premier 
Tun Hussein Onn: political will is the key. 
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war and in part because many countries in 
Southeast Asia were busy consolidating 
their independence, which then seemed 
threatened by the exigencies of the Cold 
War. The initiative now comes from 


- Southeast Asia itself, thus suggesting a 


willingness to start from a clean state. 

Thirdly, post-World War II Japanese 
success is not due to any unique Japanese 
culture. While it is foolish to deny that the 
Japanese have certain unique cultural fea- 
tures which give a particular style to the 
management Of their economy and socie- 
ty, I agree with Ezra Vogel, author of 
Japan as No, 1, that the reasons for their 
success lie more with their adoption of 
specific organisational features and cer- 
tain policies. Southeast Asia can copy 
these with profit. 

At the risk of oversimplification, four 
factors can be suggested as responsible for 
post-war Japanese success. The first is 
company loyalty. Japan must be one of the 
few countries in the world, if not the only 
one, where à company, publicly listed or 
otherwise, can command the abiding loy- 
alty of a key employee who is not related 
to the owners or management by blood or 
by pre-modern characteristics such as a 
common village or province. One of the 
nearer equivalents to them, the Chinese in 
Southeast Asia, achieve such employee 
loyalty beyond the family only among 








clans and. provincial groups, and in West- 
ern companies the employer-employee re- 
lationship is primarily contractual. In 
Western companies, the employee can, 
and will, move to other firms which offer 
better terms. 

Some have explained Japanese com- 
pany loyalty as deriving from the tradi- 
tional Japanese allegiance to their lord 
(not blood-related). It can be argued by a 
similar. token that Malay society in 
Malaysia, with a similar. background of 
peasant loyalty to the lord, could possibly 
achieve a similar transference to a modern 
company. But a more plausible explana- 
tion of the loyalty syndrome lies in the Ja- 
panese- practice of what may loosely be 
termed company welfarism. This involves 
the adoption of concrete steps by the com- 
pany to ensure employee loyalty — steps 
such as the guarantee of lifetime employ- 
ment, various incentives and benefits, the 
overt practice of fairness, concern for the 
employee that stretches to per$onal affairs 
even up to advice on prospective marriage ' 
partners, and so on. 


Cem, Southeast -Asian com- 
panies can ensure loyalty by practising 
company welfarism. Company welfarism, 
however, presupposes a deep degree of 
commitment to employee welfare and a 
high degree of expenditure which many 
Southeast Asian. dompanies which аге 
foreign-owned and where the employees 
are ethnically mixed may. be unwilling to 
show. But this does!not:mean an attempt 
should not be made. 

The practice of company welfarism also 
raises the possibility;of a profound change 
in the role of the state às traditionally con- 
ceived in European socialist thought. If 
the logic of it is applied to:extremes the 
state will have little or'no role in the distri- 
bution of wealth. It is obvious that the de- 
gree of such practice will depend on the in- 
dividual country. In a country like Singa- 
pore with little or no natural resources, 
the companies primarily produce the 
wealth and there is hence lesser justifica- 
tion for state welfare. In Malaysia, how- 
ever, where the state derives 
much revenue from what the 
land produces or gives out, the 
population can with some jus- 
tification claim state welfare, 
on the grounds that the land is a 
common heritage. 

The second factor in Japan's 
success is an industrial and 
trade policy. which concen- 
trates on exports but at the 
same time encourages the 
development of. competitive 
firms and phases out obsoles- 
cent ones. Malaysia encour- 
ages the export of manufac- 
tured goods as well as primary 
commodities. Here success 
depends as much on Jápan's 
willingness to help as on.the 
Japanese model, for Japan is 
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There were the usual bitter jokes, like 
the one about Mao Zedong cabling Sta- 
lin: *600 million Chinese are starving. 
Send food." The Soviet dictator replied 
coldly: “Tighten your belts," to which 
Mao responded: "Send 600 million 
belts." And there was the riddle: “What 
is the difference between the two energy 
sources, the sun and coal?" Answer: 
"The sun disappears in the west and-coal 
disappears in the east." 

The last story appears in Polish form 
in an excellent French collection. of 
stories from behind the Iron Curtain en- 
titled Raconte... Popov! by Armand Is- 
nard (Edition Menges). Some of the best 
come from Poland. A Pole goes down to 
hell and finds two entrances labelled 
“Capitalist” and “Communist.” No one 
ting to enter the capitalist hell, 
was a long queue in front of the 
ist hell, which ше Pole joined. 





oiled in oil, then 
r charcoal and fi- 
^to lie on razor 
at happens in the 
he asked. 
." “Then 
for the commiunist 
"Because in this 
áshortage of cook- 
tazor blades." 
mer Polish com- 
Gierek goes back to 
meets a childhood 
ined a simple pea- 
ade," says the pea- 
sm really invented 
en whose portraits 
arx, Engels and 
omrade," says Gierek. 
scientists?" says the 
o, they were revolutionary 
,” says the peasant. 
ошап be scientists. 
Otherwise "they. would have ex- 
perimented on animals first.” 

And finally, what is 50 metres long 
and eats cabbagés? 

Answer: The queue in front of a Mos- 
cow butcher's shop. 
€ OVER the past few years, since 
China started to combine socialism with 
‘capitalist economic methods, the lével of 
hilarity has risen sharply. Some- of the 
humour, of course, has been of the va- 
riety unconsciously produced over the 
past 30 years by China's propagandists. 
Take the text of the statement of the 
Heilongjiang Communist Party:Central 
Committee put out in February on ani- 
mal husbandry: "Since the third plenary 
session of the 11th Central Committee, 
our province has stimulated the develop- 
ment of pig-raising. This is due to the 
elimination of the ‘influence of 
leftist ideas, the serious implementation 
of the party's policy and the fact that | 





his native 
friend who 
sant. “Tell 
sant, “was со! 
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> are? _everywhe 
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philosophers. 
“I knew the 
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every encouragement has b en 
ng pigs." 
pinko porkers are best. Oink, oink! 

The committee went on solemnly 


proclaim: “We must overcome such un- 


healthy practices as selling pigs through 


| influence or selling pigs by dishonest 


means." That policy should. certainly 
bring home the bacon. The committee 
concluded: “Any previous document on 
pig-raising: issued by the province that 
runs counter to the spirit of this one must 
be disregarded. This decision is the only 
one to be taken as a basis.” In other 
words, all previous pig pronouncements 
are inoperative. 

e THE Chinese Xinhua newsagency an- 
nounced on. April 13 that *a peasant 
breeding farm has been set up in Jilin.” I 
would have thought that 800 million 
were enough. 

€ EVEN the China International 
Travel Service does its best to'add to the 
general levity by admitting its faults: 


Peame обрт to the el 
ransititeed top 





€ BUT it is the process of edging into 
capitalism that causes most of the fun. 
The China Daily reported on June 27 
that a leather factory in Liaoning: pro- 
vince is purchasing rat skins from pea- 
sants at 20 fen (10 US cents) each; thus 


increasing their income and saving grain | 


from the killed rats. What does the fac- 


tory do? It uses the rat skins to make car- 


pets — and has exported 4,000 rat car- 
pets so far, earning a “good sum of 
foreign exchange for the state.” Betsy 
Gurlacz, who spotted the item, com- 
ments: "Why stop. at carpets? Why not 
rat bedspreads or rat jackets? Why not a 
book 101 Uses for a Dead Rat?" 

@ THE technique of advertising is being 


slowly acquired, but as yet the copywrit- | 


ers of Madison Avenue have little to 


fear. The REVIEW'S Peking correspon- 
dent, David Bonavia. spotted four 


hoardings at present decorating the Pe- 
king skyline. 

The first advertises pharmaceuticals: 
"The element of w-eirong strengthening 
brain.” "The pill of the stoma-ch com- 
fort," "The stopping dysentery pill of 
quick resalts," and "The pill of aspirin 
intest-inés dissolv-ing." 

The second boosts the products of the 


Chungchen winery of Changchun, with: 
“Everybody praises. 
the three kidneys plus two treasures. ТО. 
drink it has a specially good effect and. 


the snappy slogan: 


‘you'd better take it everyday.” (To bı 
honest, ‘that strikes too threatening 
note.) 

“The third features garments by th 
Stretch Cardigan Factory of Changchun 
*Newly fa ion, Fine workman: sh 


‘In other words, 


i 








pure cotton “Riece Goops" (a ma 
cent variant on piece goods, bound t 
the plate of any gentleman's flower) 
€ SOME of thé new entrepreneuri 
lent comes, of course, from the pr 
sector: Walter Mertens dined recen 
the San Li Tun International Club R 
taurant in Peking with his wife and t 
12-year-old daughter Heather. Hea 
copied down the following touchin, 
should I say contacting) advertise 
stuck up at the club's entrane 
famous men and paintes and hanc 
ing sale and exhibition. They are be: 
and eie or C Somebody can ask fam 
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è MEANWHILE; 
corruption and crime have 
China under . the relativ 


had cleared customs and: passp i 
malities at Peking Airport 0 
Hongkong oii July 19 whet 
policeman, lurking be 
tion office; accosted him and asked i 
had paid his airport tax. Confused; G 
tan allowed ‘himself to be re 
Rmb 20 for which the policens 
th 












been: оле = for the receipt 
to his ticket showed that he had pan t 
















Peace of mind 


Peace of mind is knowing you're protected — 
even in ‘total emergencies’. 

Whether you are travelling for business or 
pleasure, close to home or around the globe, 
having your wallet or purse stolen, along with 
credit cards, cash and tickets can spell a total 
emergency. But you can count on your American 
Express® Cardmembership and the nearest 
American Express Travel Service Office* to help 
save the day. 

In over 120 countries around the world, 
American Express can replace a lost or stolen 
Card quickly — usually within one business day 

Moreover, you are fully protected against 
fraudulent use of the Card the moment you report 
the loss to American Express. Even if you don't 
notify us immediately, your maximum liability is 
limited to only US$50 

And we can help Cardmembers with reissuing 
travel tickets, directions for replacing passports 
and emergency cash to tide you over 

It makes for a nice feeling. 


AME RIC A'NIE XPRESS 


The American Express Card. 
Don't leave home without it. 


* Offices of American Express Company, its subsidiaries 
and Representatives. 
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. A Philippine Airlines was the first Asian airline to fly - 

_ internationally. We were also the first to fly across the 

- Pacific. And the first to fly to Europe. 

| Stands to reason we wouldnt stop there. 

And we havent. 

| Today, were still ahead of the rest. With more firsts in 

. First Class than any other Asian airline. | 

— . Like our award-winning Nouvelle Cuisine. And our 

unique, full-length beds” tucked away upstairs in their _ 

own bedroom. 

So if youre flying First Class to the U.S. West Coast 
` or Europe, try us. You'll enjoy a touch of class and a 

_ few important firsts no other airline can give you. And 

- discover а few more reasons why Asia's first airline still is. 





Asias first airline. 


Amsterdam. Athens Bahrain Bangkok Brisbane Canton Dhahran Dubai Frankfurt Hong Kong Honolulu jakarta Karachi Kuala Lurnpür 
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thetrendtowards lower tar cigarettes. 
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betweenlow tar and taste, with all the zer 
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a S oviet soldiers arer rey sorted to have joined the guerillas, 
em to have abandone their policy of taking no prisoners 


ed forces. After an argu- 
commanding officer he 


dering in the moun- 
; Baghlan province 


: e Afghan resistance 
) converted to Islam and 


whose: parents live in Ar- 
~ had a Roman Catholic upbring- 
and joined.the Soviet army in early 
80. In Afghanistan he worked at first on 
ry construction projects and later as 
er ferrying building materials across 
pital. He saw no fighting, and de- 
лей after a dispute with-an officer. 
hile he was loading his truck, the officer 
im to move at the double. Vavaryan 

red back and refused to obey. 
fter fleeing he met Jamiat-i-Islami 
illas in Kilagai village and established 
idly relations by means of hand sig- 
e was given new clothes, food — 
r the opportunity to fight his 

m 





Vavaryan refuses tọ speak Russian, 
preferring his newly acquired Dari. He 
says Soviet soldiers from ethnic minorities 
keep together, and avoid socialising with 
Russians. He expressed a strong dislike of 
stringent military.regulations and а con- 
tempt for officers in general. Vavaryan 
said he amused: himself in barracks. by 
smoking hashish. He would like to see his 
family again but seems reconciled to the 
fact that this will not be possible. 

Several Soviet soldiers are believed to 
be fighting alongside the guerillas. Some 
fell into the situation, others appear to 
have shown а deliberate, politically con- 
scious intent. Other Soviet soldiers have 
been captured. Viktor .Vladimirivich 
Zapodnikov, aged 20, is from Sverdlovsk, 
while his companion in captivity, Hassan 
Malikovich Agazanov, aged 21, is a swar- 
thy Central Asian who declares himself to 
be a Muslim. 

When their platoon from a battalion of 
rifle troops equipped with armoured per- 
sonnel carriers was ordered to move out 
and check a caravan of livestock near the 
airbase, they came under fire and, accord- 


efective system 


is Kabul extends conscription, the desertion 
'ecruits to resistance groups is on the rise 


hawar: It happens with monotonous 
larity each year. As the fighting inside 
ianistan intensifies during the sum- 
months, this border town becomes 

rget of a stream of exhausted young 

| from the ranks of the Afghan army. 
‘Mohammad, 20, was seized during a 

rity forces’ operation in the Panjshér 
north of Kabul. Together with 

80 young men he was flown to Khost 
southeastern province of Pakhtia, 

niform and an automatic rifle and 

9 other unwilling recruits ordered to 
istant outpost. On July 4 they.de- 

h their weapons to the Afghan 


; mmad. Fana, 18, was аре in 


А Назһет Dad, 
E was rounded 





The list is endless. The majority had 
either worked as members of the resis- 
tance or had been associated with it in 
some мау before being rounded up for 
military duties. Army training is cursory 
and troops’ defection to the guerillas pre- 
dictably rapid. It provides the resistance 
fighters with their most important single 
source of small arms. Occasionally whole 
companies and even battalions in the Af- 
ghan army simply eliminate their senior 
officers and go over to the other side. 

Often they provide insights into the 
state of morale among supporters of the 
Kabul. administration. Two reservists, 
Abdur Rahman, 40, and Mohammad 
Yusuf, 44, both from the northwestern 
city of Herat, defected with 19 others — 
including an army captain — from the 
military position established by security 
forces at Rokha in the Panjsher Valley. 
They said members of the ruling People’s 
Democratic Party sent to the post to re- 
establish government control were being 


airlifted out at a rate of two or three a day 


to Kabul for medical treatment. They had 
reportedly resorted to self-inflicted 


wounds to get themselves out of the firing 


line. 





captors plainly aimed to 
the International Com- 


oss (ICRC) in return «> 
e resistance constantly · 


Pris concerned 
which might bring 
mily: in this case 
baby daughter he 


lest he.say 
downretribu 

a 19-year-old wife an 
has not yet seen. 

Zapodnikov w 
though he shunnec ; 
tape-recorder and camera. A 
said: "Were the 
ild not be in Af- 

interpreter is 

and therefore 
not necessarily objective when. relaying 
Zapodnikov's answers. But there was no 
doubt about his dislike of life in the Soviet 
army, апа Agazanov backed him up. They 
had both noticed ‘Afghans’ antipathy to- 
wards the Soviets and claimed to have 
been spat at in рибе. 

A guerilla spokesman present during 
the interview said both captives had said 
privately that they wanted to stay with the 
resistance. The trüth would.be difficult to 
establish. The overriding impression is 
that prisoners here will sày whatever is ex 
pected of them: | 


ore ‘emphatic, 


алыгы," H 


The Afghan army is < 
divisions, But units а 
strength. An unwilli 
old J Emr see 


said, rumbered Dis 400 men.. The 2nd 
Battalion of the brigade had only 70 теп, 


-said another defector. 


It was not surprising, then, that on Au- 
gust 2 Kabul Radio announced the exten- 
sion of military conscription: by one-year: ` 
It also announced new measures to est : 
lish law-and-order against "American ir 
perialism, Chinese chauvinism апа. 
reaction:” That these measures are likely 
to be counter-productive and serve. to 
frighten away those eligible for military : 


duty seems obvious, but the development... 


may simply reflect the ruling party's det 
mination to impress its Soviet patrons 

The party decided to increase the length 
of compulsory service from two to three. 
years, something which will now apply to 
everyone, regardless of educational stan 
ard. Reservists discharged before 1977 but 
not over 36 years old will be called upot 
serve a further two years. In fact; like t 


Kabul baker, those who do have: ехётр- 


tion papers find that these are simply torn 
up by army teams anxious to fill up their: 
quotas, an appetite which is sharpened 
by the rivalry of the two.ruling party fac- 


‘tions, Parcham and Khalg. 





More specifically, "Abr wilthave ghtluence 
in deciding how strategic raw materials 
should be exploited and what agricultural, 
industrial and communications infrastruc- 
ture should be built. While some obser- 
vers feel that this section of the bill de- 
scribes what is already happening in the 
country, others see it as a carte blanche 
issued to Abri to interfere in the affairs of 
other government departments. ~ Still 
other observers feel that Abri here is try- 
ing to hold on to powers which it now has 
but may lose to some extent as its relative 
position in society declines with the rise of 
other groups. 

The fact that the main bill lists sepa- 
rately the functions of the defence and sec- 
urity minister and the commander of the 
armed forces gave rise to speculation that 
in future these two positions will be held 
by two men. Currently Gen. Mohammad 
Jusuf is both minister and commander of 
the armed forces. In parliament, Jusuf 
said there was no need to discuss the sep- 
aration — or otherwise — of functions 
since this was up to the president, Obser- 
vers argue that the bill provides a legal 
basis for the separation of the two posi- 
tions. In elucidating the relevant clauses, 
the bill suggests that if the minister (pre- 
sumably a civilian) is lacking in military 
experience and qualities, the armed forces 
commander will report directly to the pre- 
sident, who is commander-in-chief. Ac- 
cording to one interpretation, the reason 
Abri, which does not want.a civilian de- 
fence minister, provides for that possibil- 


The government rejected the Partai 
Tunggal concept when it was floated in 
1981, and has apparently had no occasion 
to change: its mind. Suharto said in his 
speech: “The number and structure of the 
political parties as affirmed in the law on 
the political parties and Golkar appears to 
be adequate.” Some observers wonder, 
however, if the government will try to 
change the party emblems used during 
elections. The symbol of the Ka'bah 
shrine in Mecea used by the PPP proved a 
powerful instrument for the party in the 
1977 and 1982 elections. 

The most concrete suggestion so far on 
what changes Suharto has in mind has 
come from Ноте Minister Amir 
Machmud, who has pointed to the possi- 
bility of an adjustment in the law on politi- 
cal parties. The law, as it stands, says poli- 
tical parties and Golkar (which is techni- 
cally not a political party) must be based 
ideologically on Pancasila and the 1945 
constitution. However, it allows the 
groupings to retain other principles which 
were their principal characteristics. 

Apparently this provision will be 
amended so that the other principles can 
no longer be mentioned in the groupings’ 
constitutions. After the "private princi- 
ples" of the political groupings are de- 
leted, the groups will be distinguishable 
one from another through their actions 
and behaviour, not through ideology, ac- 
cording to Amir Machmud. 

— SUSUMU AWANOHARA 
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9 xe. 
Jusuf: no need for discussion. 


ity is that it may not be able to dictate a fu- 
ture president's choice of defence minis- 
ter. In case a civilian minister is installed, 
Abri wants to be sure that its commander 
will have direct access to the president, the 
theory goes. 

The bills propose to incorporate the 
police formally into Abri — another real- 
ity which has lacked legal basis. Present 
laws place the police force under the home 





fence and security. These bills have been 
in preparation for many years and earlier 
versions are said to have been completed 
some years ago. The Abri leadership took 
its time because it wanted to be thorough 
in consolidating its past achievements be- 
fore passing them on to the younger offic-. 
ers, observers say. 

Perhaps of particular interest to In= 
donesia's neighbours is the statement in 
the bills of Jakarta’s defence philosophy. 
After reconfirming the country’s opposi- 
tion to all forms of colonialism and its 


commitment to a free and active diplo- — 


macy, the main bill states that externally, 


Indonesia will adopt a policy of “active де- — 
fence". This means that Indonesia is “not 


aggressive or expansionist and as long as 
its national interest is not under threat, it 
will not initiate attack.” (Internally, In- 
donesia will take an “active prevention” 
approach against all possibilities of distur- 
bances, the bill says.) The bill goes on to 
say that Indonesia will not become party 
to any defence pacts with other countries, 
adding that joint exercises do not amount 
to defence pacts. 

Thus Indonesia is about to institu- 
tionalise its active defence policy. There is 
a great deal of interest among foreign ob- 
servers on how Indonesia will implement 


this philosophy in concrete situations and B 
how it will tie in with the country's ar- ~ 


chipelagic concept — which claims for In- 


affairs minister. The main bill, together | donesia all waters around and between In- 


with the bills on volunteer service, con- 
scription and reserves, form comprehen- 
sive provisions concerning national de- 
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donesia's islands as national territory — as 
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new t ills put hetore the outgoing їйдопевїап parliament. 
to legitimise the military's dual role i in society 






usumu Awanohara 
а: In an apparent attempt to in- 
ionalise and legalise its past achieve- 
e leadership of the Indonesian 
forces (Abri) has introduced four 
' bills in parliament. The bills pro- 

he first time a firm legal basis for 
so-called dual. function’ — a doc- 







for all four bills is that the current defence 
law; promulgated in 1954, was based on a 
provisional constitution of 1950 which is 
no longer in force. In the late 1950s, the 
Indonesian Government: abandoned the 
provisional constitution with all the trap- 
pings of a Western-style parliamentary 
democracy and returned to the original 
1945 constitution: 

The main bill simply states that Abri is 
“a component of the defence force and at 
the same time a component of the social 
force." There is nothing at all new in this 
f idea; it is a fact that Abri personnel have 
acted. simultaneously as bureaucrats, 
jliticians, businessmen or professionals 
-and this phenomenon has been ration- 

alised.-Aside from looking after the coun- 
| try’s defence and security, Abri as a social 


















е of wide-ranging powers in the 
ese ' and жолып па- 

















ment suggests that Abri does not 
fo ard to.a probed and heated 






` that dual function (though this particular 
expression is-not used in the proposed 
bills) will have à basis in law. 

Neither the 1945 constitution nor the 


‘tional defence. is the most im- 
e three Otlier bills are con- 










Suharto gover ment toys with an idea 1 that would 
itthe тамаи гої opposition: political parties 


greater prominence to the other principles 
when political struggle attains concrete 
forms, such as during elections. Stimu- 
lated by the instinct to display the identity 
of the group. it is these other principles — 
and not the principles of Pancasila — that 
are brought to the fore . . . This can easily 
stimulate narrow group fanaticism, which 
can be readily exploited by extreme ele- 
ments..." 

Suharto's cC6Omments recalled his speech 
election was successfullycar- | of March 1980, in which he accused some 
ay, with more than 90% of | groups of not putting Pancasila- above 
١ e- | everything else and in which he urged the 
Indonesian armed forces (Abri) to be 
cautious and to back those who supported 
Pancasila unconditionally in the next elec- 
tion. Since 1977, the three election contes- 
tants have been the Muslim United Deve- 
lopment Party (PPP); Golkar, the govern- 
ment-supported functional group, and the 
Indonesian Democratic Party (PDI). 

At the time of the 1980 speech it was 
clear that Suharto was annoyed at, among 
others, a strong faction in the PPP which 
allegedly did not want to relegate princi- 
ples other than Pancasila (namely Islam) 
| to subordinate positions. The 1980 speech 







dis satisfaction with party ОСА in lu 
lesia and suggested a further adjust- 
f of the present system. Subsequent 
ons are that the government may 
0 beyond modifying the law concern- 
olitical parties to secure a deeper 
tment by all groups to the state 
ogy, Pancasila: 
arto noted that the New Order's 





act that not all contestants had ac- 
"ancasila as the Single acceptable 
ecology to be upheld by all socio-politi- 
al groups. The overall development of 
à shared goal of all Indone- 
aim of Pancasila and there- 








force actively executes national develop-: 
ment activities together with other social. 
forces, the argument goes. What is new is 


1954 defence law mentions the dual fünc- 


Ё “both from within and without — to give. 





armed fie hada legitimate 5 
cal role, to: Pia "was $ uncomipte 


end to put slic debate onthe du me tion, ^ 
whic dership saw as futile end po . 
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in politics and business is also à source ‹ 
complaint. Other critiques are 
abstract, po rexample, 
rgency and al gedly 
nal orgat bth Operan ee 

















also been Aud. 

creates dual personality an р 
conflicts ofi interest will be i cult to eal 
with. 

The main bil gives. Abri a | dréat say: in 
the use of natural resources and construc- 
tion of basic infrastructure, to make sure 
tha’ developments i 







dence Day speech has been lore q 
Golkar, of course, fully suppo Suharto 
and leaders of the PDI clai 








5 ае 
stated its allegiance to Pancasila: Оп ће. 
other hand, the PDI is made up of former 
nationalist and Christian parties and there 
is a feeling that some former nationalists 
still uphold Marhaenism, a political prin-- 
ciple enunciated by: former president ` 
Sukarno. 










































М: of the PPP interviewed in the 
press did not. seë a major challenge in 
the president's statement. As one put it, t 
PPP was not wishing to replace reda 
white (the colours of the Indonesian flag) 
with green (symbolising Islam) as some’. 
Muslims had tried to do in the 1950s. But 

Jusuf Hasyim, a so-called PPP radical who: 
has been a strong critic of government po- 
licy, said he felt vindicated in his earlier 
prediction that Golkar, the PPP and the. 
PDI would all become the same. He went. 
on to suggest that there could eventually 
be three political organisations with 
main ideology or one organisation wil 
one ideology, the latter apparently bein 


— a single consolidated party rep 
ing meyme, 
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To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil 
Why? Because he knows Brazil 
better than anybody else 
and knows precisely how 
to orient you in your business 
transactions and investments 
Today, Banco do Brasil offers 
ou the convenience of 2,000 
ank branches located within 
Brazil plus a network of 70 
emis offices located in the 
world's key financial centers. 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 
to help businessmen in their 
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s emblem 


in his lapel. 


commercial transactions as 
well as providing financing for 
the importation of Brazilian 
Roo and services 

rough its size and expertise, 
Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
a principal link between 
foreign importers and 
Brazilian exporters. 
Last year, Brazilian exports 
totaled 23 - billion U.S. dollars 
and comprised such major 
items as household appliances, 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 
countless other products and 
services to markets spanning 
the world 
With a population of 120 
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million, over half under 20 
years of age... and witha GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable member 
of the world economic scene. 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
razilian businessmen. 
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< religious teachings 
are splitting families, 
dividing congrega- 


MALAYSIA 


he faithful divided 


Muslim groups try to en up a major political 

split over d ng religious principles 

By K. Das 

Kuala Lumpur: Islamic movements | According to officials of the Islamic youth 


which received a fillip with the rise of 
Ayatollah Ruhollah Khomeini in Iran in 
the late 1970s appeared to peak in 
Malaysia last year. The rise of Khomeini 
also concided with the collapse of the 
fragile partnership between the United 
Malays National Organisation (Umno) 
and the theocentric Malay-based Party 
Islam (PI) within the ruling National 
Front coalition. 
- The collapse signalled the beginning of 
à new, more radical approach by PI. And 
today a full-scale battle is going on in the 
rural areas of Treng- 
nu state for the 
earts, minds and 
‘souls of the more un- 
sophisticated Mus- 
lims. 

In this state, where 
PI is a power to be 
reckoned with as it is 
in Kelantan and Ke- 
dah on the Thai bor- 
der, differences over 


tions and even caus- 

ing murderous fights 

between the follow- 

ers of Umno and PI. . 
One man was killed in 

July and several were 

arrested after fighting 

broke out in Kam-. 
pung Tok Dir, about 

17 miles from the 

state capital of Kuala 

Trengganu. 

What appeared to have begun as a poli- 
tical ploy during the 1978 general election 
campaign developed into a serious prob- 
lem that risked becoming a permanent 
feature in areas where Islam plays an im- 


-— portant part in the daily lives of the 
people. 


According to one religious teacher in 
Trengganu, there have recently been 200 
divorces as supporters of PI broke with 
their spouses on the grounds that people 
who worship with Umno followers are 
kafirs — or infidels. In some parts of the 
state, the controversy has even turned 
father against son, brother against 
brother. One woman was reportedly for- 
bidden to attend her father's funeral be- 
‘cause she was a member of the wrong 


m. 

e problem of one Muslim labelling 
another an infidel reached its peak during 
the fasting month in July-August, when 
imams with rival political affiliations led 
separate prayers in at least three mosques. 
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movement, Abim, the problem is not 
new; some of the reports, they said, were 
exaggerated by local politicians. But they 
confirmed that there were extraordinary 
scenes when contending imams tried to 
out-preach each other. 


Reports reaching Kuala Lumpur 


tended to pin the blame on scapegoats and 
itis learned that there was a lot of pressure 
from the more unscrupulous local politi- 
cians for the government to use the notori- 
ous Internal Security Act to arrest and de- 
tain alleged troublemakers. 





Government officials, including Prime 
Minister Datuk Seri Mahathir Mohamad, 
denounced the growing rift and gave sev- 
eral warnings about the dangers of split- 
ting the Muslim community. Mahathir, 
who had called upon PI to rejoin the gov- 
ernment even before the April elections, 
continued to woo the Islamic party for at 
least two months after the National Front 
scored its biggest electoral victory. But in 
July, following a spate of reports about PI 
activities, Mahathir withdrew the invita- 
tion. 


owever, he called upon individual 
members of PI to abandon the party 
and join Umno. It was hardly surprising 
that PI’s secretary-general, Datuk Seri 
Abu Bakar Umar, immediately re- 
sponded by saying that the party had 
never received an official invitation or a 
personal approach by the prime minister 
to join the National Front. 
The seriousness of the problem was best 


a , 

illustrated by the public offer of groups 
like Abim and the association of 24. 
the Muslim religious teachers, to resolve 
the crisis, As both these organisations 
have memibers from both camps, the offer 
was not to-find fault but to mediate. Gov- 
ernment leaders also publicly asked PI to 
tell their followers to cease their cam- 
paigns. 

Abim insiders, including the organisa- 
tion's vice+president, Kamaruddin Noor, 
told the REVIEW that the blame was not to 
be put on any one side. There were allega- 
tions, he said, that government officials, 
including those who were supposed to 
help the villagers impartially, were dis- 
criminating against PI farmers and fisher- 
men in the provision of state-managed ser- 
vices. PI leaders, on the other hand, ac- 
cused Umno members of being infidels 
simply because there are some Umno 
members who go to nightclubs or gamble. 
According to Kamaruddin, to the simple 
people in the villages this was proof 
enough that Umno was not Islamic. 

One of the more important moves made 
by Mahathir before the elections was to 
recruit the then president of Abim, Anwar 
Ibrahim, into Umno (REVIEW, Apr. 2). 
At that time Anwar was seen as a man the 
government planned to use in its battle 
against PI in Trengganu, Kelantan and 
Kedah. As it turned out, Anwar spent 
very little time in those states during the 
election campaign, but it is not surprising 
that his former Abim colleagues are now 
in the forefront of an effort to bring peace 
among the. contending factions in 
Trengganu. A great deal of trouble has 
been taken to point out that Abim is not 
acting for Anwar now because it does not 
want to be seen as a government agent. 
However, it is obvious that Anwar still 
commands respect in Abim. 

The battle for the hearts and minds of 
the Trengganu rural people is apparently 
not being won by either side, because 
neither Abim nor the ulamas' association 
sees the problem as à partisan one. 

Any attempt to depoliticise Islam in 
Trengganu, however, is not going to be 
either easy or inexpensive. The time and 
effort by leaders from the Muslim move- 
ments like Abim is something they can 
hardly afford. The government is also 
wary of providing them with financial help 
because that might affect the credibility of 
the campaign. 

There are some signs that PI has been 
split badly in Trengganu, with national 
leader Datuk Asri Muda virtually kept out 
of the state. Among local leaders, Ustaz 
Abdul Hadi Awang is seen as a credible al- 
ternative to the leadership though he has 
challengers outside the state. Umno's at- 
tempts to invite party. members to cross 
over is not expected to be a great success 
for a long time. Howéver, Umno may 
make inroads when the new-found oil 
wealth of Trengganu begins to enrich the 
villages. Until then PI's power lies in its 
old credo that no one needs wealth to be a 
good Muslim. The government's extra- 
ordinary task is to persuade the villagers 
that a poor Muslim is not necessarily a bet- 
ter Muslim simply because he is poor. @ 
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Police Commission. 
lier that year. The commission, 
than a year of deliberation, had advocated 
substantial changes in the working and liv- 
ing conditions of policemen, who are 
underpaid and overworked, ill-treated by 
their officers and misused by politicians — 
and, worse still, hated by the public. 

“The present culture of the police sys- 
tem,” the commission had said, “appears a 
continuation of what obtained under the 
British regime when the police functioned 
ruthlessly as an agent for maintaining the 
government in power.” In the perception 
of the people, the police are marked b 
“partisan performance of duties, brutal- 
ity, corruption and inefficiency.” 

The commission had suggested im- 
provements in the service conditions of 
police ranks — a constable's wages are the 
same as those of unskilled government 
staff — and a new structure which would 
separate the present police system from 
the rigid political authority of the state ad- 
ministrations. Following the unrest in 
1979, the federal government proposed 
the setting up of joint machinery to sort 
out policemen's grievances. A conference 
of chief ministers agreed to act along thesc 
lines and announced some measures to 
improve policemen's living conditions. 

After Prime Minister Indira Gandhi's 
Congress party returned to power in New 
Delhi in early 1980 it shelved the report, 
the commission having been appointed by 
the preceding Janata Party government. 
Thus the much-expected nationwide 
police reforms may not be forthcoming 
and the present structure, based on the 
Police Act of 1861, continues. With New 
Delhi unwilling to act, the state govern- 
ments, constrained by thgir perennial 
shortage of funds, also have little incen- 
tive to improve the policemen's lot. 
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their fears that she is bent upon replacing 
the present Westminster parliamentary 
model with a French-style presidential 
system. 

Thirdly, Mrs Gandhi gave open expres- 
sion to her intolerance towards opposition 
in general. To the opposition, the no-con- 
fidence motion was a legitimate means of 
highlighting issues such as inflation, reces- 
sion, the growing foreign debt, far-reach- 
ing concessions to Indian monopoly 
houses and multinational corporations 
and growing political corruption. Without 
tackling these points squarely, Mrs Gandhi 
denounced the motion as an irresponsible 
act meant to weaken her government and 
even the country. 

As The Statesman newspaper pointed 
out in an editorial, she talked of herself 
and what the world thought of her. *The 
implication was that any action or policy 
that bore her imprimatur was in fact above 
criticism and those who dared to question 
her achievements were somehow guilty of 
lese-majeste." Bahuguna took a similar 
swipe during the debate, saying that her 
party had equated itself with the nation 
and that, in turn, the party had come to be 
symbolised by the person of the prime 
minister. — MOHAN RAM 
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after more 


New Delhi: When India and the United 
States agreed last month to break the im- 
passe over the supply of nuclear fuel to 
India's Tarapur power plant, the accord 
was hailed as a breakthrough in bilateral 
relations. However, observers feel New 
Delhi was forced to compromise its long- 
held nuclear policies. 

As a result of the Washington an- 
nouncement, France is to replace the US 
as a supplier of fuel to the Tarapur plant, 
ensuring its continued operation. But 
there is no guarantee that Paris will not in- 
sist on stringent safeguards through the 
International Atomic Energy Agency 
(IAEA) for its supplies. Differences be- 
tween Washington and New Delhi have 
also emerged over the disposal of spent 
fuel already accumulated at Tarapur. 

The row over Tarapur fuel began when 
the Jimmy Carter administration in 
Washington passed a non-proliferation 
law in 1978 barring 
supplies to countries like 
India which had not signed 
the Nuclear Non-prolifera- 
tion Treaty (NPT) unless 
they accepted full-scope 
safeguards. The Tarapur 
plant had been set up 
under a 30-year Indo-US 
agreement signed in 1963 
and the US applied the 
1978 law retroactively to 
the 1963 agreement, 
which, in India’s view, was 
as good as a treaty and 
could not be superseded 
by a subsequent law. India 
maintained that the US 
was obliged to continue fuel supplies 
under the agreement. 

Supplies became erratic after 1978 and 
eventually stopped as the stalemate con- 
tinued. A related issue was the disposal of 
the spent fuel, which is governed by a 
joint-determination clause in the agree- 
ment under which India could not repro- 
cess the spent fuel without US consent. 

During three rounds of talks in 1981, 
India rejected a US suggestion that New 
Delhi should accept fuel from a third 
country and maintained that if the US re- 
neged on its obligation to supply fuel for 
30 years, the whole agreement was null 
and void. In New Delhi's view this in turn 
meant it had the absolute right to repro- 
cess the spent fuel. India already had di- 
rect offers of fuel from France and the 
Soviet Union but did not respond to these 
because it was still negotiating with the US 
and was at the same time developing an al- 
ternative fuel cycle — mixed oxide fuel — 
in the place of enriched uranium to keep 
the Tarapur plant running. In fact, a po- 
licy decision that Tarapur would be run 
with mixed oxide fuel was conveyed by 
New Delhi to Washington last year. 

. Thus under the July 29 announcement, 
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Cheysson: it's up to you. 


P 


While France will replace the US as a supplier of fuel, India 
has been forced to compromise on its nuclear policies 
















the US has got out of its commitment to 
supply fuel by involving a third country as _ 
the supplier and the 1963 agreement — 
stands. While the new accord is limited to d 
supplies, disagreement over spent fuel al. | 
ready accumulated persists. India says it _ 
has the right to reprocess it, while the US _ 
maintains that the joint-determination _ 
provision still holds good. [s^ 
French Foreign Minister Claude Cheys- — 
son disclosed during his visit to New Delhi 
earlier this month that both India and the | 
US had requested fuel for the Tarapur | 
plant almost simultaneously in July. 
France had agreed in principle to supply — 
such fuel and the details were to be _ 
worked out. He said that France would _ 
not insist on joint determination of spent - 
fuel and implied that there would be no 
other conditions. M 
Use of reprocessed fuel was a matter be- _ 
tween India and the IAEA, Cheysson  - 
added. It is known that, 
before making the formal _ 
request, India obtained _ 
from France an assurance | 
that it would not insiston _ 
safeguards other than - 
those provided in the 1963 - 
agreement. But analysts - 
here note that while - 


























safeguards and would not _ 
insist on pursuit or - 
perpetuity clauses, the - 
IAEA might set stiff terms _ 
under pressure from the 
US. 
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When the . Tarapur 
agreement was signed, the — 
IAEA had yet to be established and the — | 
US supervised the safeguards until the 
IAEA took over this role after it started _ 
functioning. After the NPT came into - 
being in 1968, the IAEA began tightening _ 
the safeguards and upgrading them. This —.— 
affected India, even though New Delhi _ 
has not signed the NPT. During the Janata 
Party rule India accepted heavy water 
from the Soviet Union under IAEA 
safeguards which included pursuit and 
perpetuity clauses. 

Like India, France is not a signatory to 
the NPT and in 1974 joined India in op- 
posing the [AEA proposal of pursuit and - 
perpetuity clauses. But France later be- 
came a member of the so-called London _ 
Club of nuclear suppliers, and fell in line _ 
with the IAEA. There is likely to be consi- 
derable pressure on France not to make an 
exception in India’s case by sliding back tO — 
the pre-NPT level of safeguards. In that — 
event, India and France would have to 
think of bilateral application of the — 
safeguards, keeping the IAEA out. But — 
the US might not welcome such an ar- _ 
rangement because it would mean thatthe — | 
Tarapur plant would no longer come 
under IAEA surveillance. — MOHAN RAM j 
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A very unhappy lot 


. Recent police unrest in Bombay reveals the grievances of 
an underpaid, overworked and politically misused force 


By Mohan Ram 
— NewDelhi: Keepers of law and order took 

_ the law into their own hands in Bombay on 
August 18 and paralysed the city of 8 mil- 
lion people. While defiance of authority 
- by policemen is nothing new in India, the 
Bombay riots were the latest and most 
striking manifestation of widespread frus- 
tation among the country's police force, 
which numbers more than a million. 
| Police in Maharashtra state, of which 
| Bombay is the capital, have been restive 
Since at least 1979, seeking better pay and 
service conditions. Acting on intelligence 
reports that disgruntled policemen plan- 
ned to steal weapons from armouries and 
begin a campaign of violence, the state 
government made a pre-emptive strike. It 
called in units of the Central Reserve 
- Police and the Border Security Force, 
— both paramilitary forces under the federal 
С government. 

The federal units swooped on the 
homes of police union leaders before 
dawn and later took over police stations in 
the city, disarming constables and reliev- 
- ing them of duty. About 90 union leaders 
in Bombay and other districts in the state 
were suspended. Thus provoked, the 
Bombay policemen took to the streets and 
began halting road and rail traffic. Mean- 
while, with the police off duty, criminals 
_ went on a looting spree. Also, some of the 
2.5 million textile workers whose strike 


‘New Delhi: The no-confidence motion is a 
dangerous weapon in most parliaments. 
But the opposition's frequent recourse to 
it in the Indian parliament has blunted its 
_ edge. Given the formidable majority of 
t 7 Prime Minister Indira Gandhi's ruling 
ES - Congress party, the fate of a recent mo- 
| 





n—the third it has faced since its return 

Д to power in early 1980 — was beyond 
. doubt. But the 10-hour debate, when the 
Left as well as the Right attacked the gov- 
ernment, turned out to be significant for 

Ь three reasons. 

en For the first time since 1966, Mrs Gan- 
— dhi faced a censure move spearheaded by 
— the leftist friends of the Soviet Union, 
Which had until recently enjoyed a special 
E relationship with the premier. 

е censure motion had been tabled by H. 

N. Bahuguna, a renowned friend of the 
Soviet Union and of the two Indian com- 
munist parties. Bahuguna.was a lieutenant 
of Mrs Gandhi in 1975, heading her 


vac 


entered its eighth month’ on August 18 
with no settlement in sight, began venting 
their frustration by attacking public trans- 
port and property. 

Clashes between rioters, who included 
policemen, and the paramilitary forces 
left at least four dead and 27 injured. 
Later in the day the army was called in to 
restore order and a curfew was imposed 
on Bombay. The trade unions declared a 
general strike the next day to protest 
against the shooting but the response was 
far from total. 

As Bombay limped back to normal, it 
became evident that the state police union 
had not planned a revolt. The demonstra- 
tions and blockades of traffic were a spon- 
taneous response to being shunted off 
duty by federal units and to the arrests of 
their union leaders. Indeed, there are in- 
dications. that the state government 
brought about the confrontation to sup- 
press the police union, 


8 this the authorities made clever use of 
the striking mill-workers, whose mili- 
tant leader Datta Samant had а few days 
earlier called on his followers to court ar- 
rest and fill the jails so as to highlight their 
demands. Samant’s call was used as a pre- 
text for bringing paramilitary forces into 
Bombay, ostensibly to assist the local 
police. 


Right jab, Left hook 


Mrs Gandhi's nonchalant parry of a no-confidence 
motion highlights her disdain for the opposition 


partys government in Uttar: Pradesh. 
However, he has changed parties six times 
in the past five years and even made a brief 
return to the Congress in 1979-80. 

-He resigned the parliamentary seat he 
won as a Congress nominee in 1980 but re- 
gained it in May as the leader of the 
Democratic Socialist Party. He sees him- 
self as an alternative to Mrs Gandhi, and 
Moscow, which has been trying to pro- 
mote a Left and democratic front by first 
bringing the two communist parties 
closer, rates him highly. 

The pro-Moscow Communist Party of 
India (CPI), which was an appendage of 
Mrs:Gandhi's party until 1978, has been 
moving closer to the hitherto neutral 
Communist Party of India-Marxist (CPI- 
M) which runs the states of West Bengal 
and Tripura. In the process the CPI has 
had to withdraw support from Mrs Gan- 
dhi, obviously with tacit Soviet consent. In 
December 1980, Mrs Gandhi complained 






lew Delhi was worried. з 


Dead rioter: 


The Bombay riots could have been 
averted had the state authorities been sen- 
sitive to the policemen's demands and 
anticipated the consequences of the arrest 
of police union officials. Only after the 
riots did the government refer the grie- 
vances of the police rank and file toa high- 
powered committee. Stunned by the 
events in Bombay, New Delhi told other 
states to watch for signs of police discon- 
tent. In May 1979, the manhandling of a 
policeman by a politician touched off 
police demonstrations and strikes in Pun- 
Jab. The trouble soon spread to Haryana, 
Himachal Pradesh, Rajasthan, Madhya 
Pradesh, Gujarat. and to a lesser degree to 
the southern'and eastern states. 

The protests of 1979 could have been 
avoided had New Delhi acted on the 


major recommendations of a National , 


to visiting Soviet President Leonid 
Brezhnev at a public meeting that while 
she could understand the Right attacking 
her, she could not understand such attacks 
from the Left. 

This was a ploy to get the CPI back to its 
old line of supporting the Congress. She 
repeated the complaint in parliament this 
month though a little less directly. But she 
did not stop with an attack on the com- 
munist parties for ganging up with the 
rightists, notably the Hindu nationalist 
Bharatiya Janata Party. She said those 





who were concerned with progressive ` 


policies all over the world — a euphemism 
for the Soviet leadership — were aware of 
this betrayal by the Indian Left. Signifi- 
cantly, her accusations in parliament came 
a bare month before her projected visit to 
Moscow on September 20, the first since 
she swept back into power. Of late, 
Mrs Gandhi has been trying to distance 
herself from Soviet positions in foreign 
policy, though expecting Moscow's sup- 
port on her own terms. 

Secondly, the debate was significant for 
the reservations Mrs Gandhi expressed 
about the functioning of the parliamen- 
tary system. This has atr ominous ring for 
the opposition parties and compounds 
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sly to gain: 

port in the house, and a sense of the se- 

nate resolution” would have no. binding 
effect. < 

Such weak. prospects “have: forced 
Taiwan's supporters here to réthink their 
basic strategy. Some have begun advising 
Taipei that it has become a victim of its 
own official mythology, and the moment 
may have come to de-emphasise claims to 
the mainland in order to pave the way for 
defining a separate political identity for 
the island. 

This may be unthinkable to.the main- 
land-born Kuomintang (KMT) leadership 
for whom legitimacy during 35 years of 
martial-law rule over the native Taj- 
wanese has rested on the. hoary fiction 
of ruling all of China. But the island’s 
American supporters now think that it is 
all but impossible to argue with the pro- 
Peking American bureaucracy as long as 
both Peking and Taipei agree that there is 
only one China. “This argument has now 
been turned decisively against Taiwan;" a 
congressional aide cómmented. 





he stunning subtlety of the Sino-Ame- 

rican joint communique does not lie in 
resolving the Taiwan arms sales issue. Pe- 
king claims that the-US has agreed to an 
unconditional if eventual cüt-off of arms 
sales, while Washington asserts that such a 
resolution is tied by this document to a set- 
tlement of the wider Taiwan question. 

But it is on just tliis far deeper question 
of Taiwan's future that the two seem to 
have reached an accord, since Cliina can 
hardly be expected to. negotiate anything 
but the island's reunification with the 
mainland. In the past the official US posi- 
tion supporting à peaceful resolution did 
not exclude all other possibilities, 

But now, for the first time, both China 
and the US are formally associated in a 
document the logic of which implies — 
though it is never explicitly stated — that 
Taiwan's future is ultimately with the 
mainland. The only questions left to argue 
in the future are whether this re- 
solution will be peaceful and whether an 
end to US arms sales will precede or fol- 
low it. 

'. Taipei senses the betrayal. “The United 
States has come very close to saying that 
Taiwan belongs Чо the Chinese com- 
munists,” a Taipei English-language radio 
commentary stated, “and that it will not 
interfere with Peking’s efforts to assert.its 
sovereignty.” , But ‘Taiwan’s. American 


supporters feel smothered in a web оѓ" 


logic spun by the State Department from 
the КМТ? own silk. “We need a bold 
stroke’ to break out," commented a 
Taiwan supporter who nonetheless ac- 
.knowledges that a loud declaration of in- 
dependence now would most likely upset 
the delicate external and internal political 
balance surrounding Taiwan. But Taipei 
is now being told by its American friends 
that the. time has come to chart a new 


sued by Washington. and Peking. 
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. river. Mahathir said: 
|. quires more, Malaysia would be prépared 
to consider this, but Singapore will get 
"what has been agreed upon." 


course away from the direction now pur- 











By Frieda Koh 


Kuala Lumpur: The 25-hour visit here on 
August 22-23 of Singapore Prime Minister 
Lee Kuan Yew and other top Singaporean 
ministers underlined the importance the 
island republic attaches to its increasingly 
warm relations with Malaysia. Although 
the meeting was brief, Lee and Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad succeeded in their private talks 
in resolving many outstanding issues. 
Accompanying Lee were Defence 
Minister Goh Chok Tong, Foreign Minis- 
ter S. Dhanabalan, Minister Without 
Portfolio Lim Chee Onn, who is also sec- 
retary-general of the Trades Union Con- 
gress, and Acting Minister for Social Af- 
fairs Ahmad Mattar. The composition of 
the delegation apparently reflected Lee’s 
wish for the younger ministers in his gov- 
ernment to become more familiar to the 
top echelons of the Malaysian bureau- 
cracy. Important issues were solved 
quickly, thanks largely to the groundwork 
done by the inter-governmental commit- 
tee set up to deal with day-to-day pro- 
blems arising out of the traditionally close 
connections between the two countries. 
Perhaps the most concrete of these solu- 
tions, was an agreement to start a shuttle 
air service between the two countries from 
November 1. This will cut down on waste- 
ful duplication by the Malaysian Airline 
System (MAS) and Singapore Airlines 
(SIA), which frequently run flights on the 
Singapore-Kuala Lumpur route at about 
the same time. AR 
SIA has seven flights daily to Kuala 


Lumpur and MAS has nine flights to Sin-: 
gapore. The new agreement, which is ex-: 


pected to be signed soon, will reduce 


flights to one an hour and spread them. 


throughout the day, instead of concentrat- 
ing them at peak hours. The agreement 
was a breakthrough as the two airlines 
have been bogged down for several years 
in sometimes acrimonious disagreement. 
The prime ministers also resolved two 
other problems. One concerned Singa- 
pore's wish to acquire a large tract of land 
within its territory held by Malayan Rail- 
ways since colonial days. Mahathir gently 
dismissed the issue, saying the Singapore 
Government could “go ahead and 
gazette" the land for a new expressway 
while details were being worked out. 
Another issue concerned the use of the 
Johor River. Under a 1962 agreement; 
Malaysia guarantees Singapore up to 250 
million gallons of water daily from the 
"If Singapore: re- 


* Singapore 
has, since its separation from Malaysia in 


1965, been concerned that the Supply 
could be cut off or uei i reduced. 





porean and Malaysian leaders reach agreement — 
on a broad range of issues, including air links _ 


30-50% of Singapore's total energy! n 
| by 1990 was also raised, 


_ versa), Mahathir said. STA. might | 





tries. He.did-not elaborate, but 


1 tional economic situati 














































































Mahathir added that as Johor state’ 
quirements had increased, the 'p 
ministers had agreed the two coun 
should develop water-supply facilities. 
joint basis. He did not elaborate, bu 
cials said Malaysia would tike t 
gaporean facilities expanded to t 
tional water from the Johor Ri 
could then be sent back to serve Joh 


A problem relating toair traffic at Ch 
airport passing over ships appro: 
ing Johor's port at Pasir Guang 
solved for the time being and area 
further cooperation were marked 
particularly in tourism and the trai 
various industries- from. "Singapo 
Malaysia оп. conditions: that would 
mutually beneficial: The possibility o 
tending a natural gas pipeline, i 
planned to run from Trengganu to J 
into Singapore with the aim of usir 
from Trengganu'soffshore fields to s 











Informed sources said the gas would 
place low-quality coal presently i impo 
from Australia. The pipeline is sched 
to reach Johor by 1988 and its extens: 
Singapore would depend oma 1 feas y 
study, said Lee. 

Apparently with-a view: to havin 
more balanced tourist flow between 
two countries (at present; more M 
sians are visiting. Singapore than vi 





lowed to operate flights to Malaysian 
sort islands, including: Penang 
Tioman. For the present, howeve 
governments would immediately be 
expediting travel between the two с 


said Singapore. citizens travellin 
Malaysia and back would be cleared 
Singapore customs officials and allowe 
pass through Malaysian checkpoints v 
out a furtlier check, This practice se 
already to have been adopted. 

In the area of industrial cooperat 
the prime ministers pursued the line estab- 
lished during Mahathir's visit to Singapore 
that various low-capital based industries. 
in Singapore would serve the interests 
both countries best if they. were set u 
Malaysia, especially; Johor, while Si 
pore concentrated on: capital-intensi 
dustries. 


stand each other's problems . 
sitivities" so that each could help the other 

“in the event of distress.” 
what this might: be; and 
Mahathir studiously av 
details of their discussio 
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A great way to fly 
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rters late last month, she talked at 

ngth about her husband's condition and 
expressed concern over how his hard- 
work ethic was affecting his health. 

The king fell ill on July 10 with what was 
initially described as influenza, but over 
the next three days his condition deterior- 
ated as inflammation of the lung triggered 
heart problems, with a very high and ir- 
regular pulse rate, On July 14, according 
to the queen, “everybody was so worried 
when doctors said His Majesty was 
afflicted by a kind of virus [later diagnosed 


. as mycoplasma] that could stop his heart 


from beating any time." Physicians say 
mycoplasma is a particularly virulent 
micro-organism which normally causes a 
variety of pneumonia, but which can lead 
to other manifestations as well. 

The monarch rallied and, apart from a 
slight relapse on July 19, when his fever re- 
turned along with à rash, he seemed to be 
on the road to recovery. By the end of the 
month, the panel of doctors attending him 
said he had almost fully recovered apart 
from a light, persistent cough. 

On August 4, the king made a televised 
walk through the grounds of Chitrlada 
Palace, the royal family's official Bangkok 
residence. Walking together behind him 
were Prince Vajiralongkorn — in uniform 


т Ет а E 
current illness. The queen ap tly 
_ agrees: in a rare و‎ ы with Thai 1 
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— and his younger sister, Princess Maha 
Chakri Sirindhorn, who are in equal line 
to succeed their father on the throne. 
They were trailed in turn by Prime Minis- 
ter Prem Tinsulanond. 

The afternoon stroll, which also pro- 
duced a flood of pictures in local news- 
papers the following day, was the king's 
first public appearance in several weeks — 
one of the longest periods in recent years 
that he has been away from the public eye. 
Clearly it was designed to reassure an an- 
xious populace which had responded with 
an outpouring of concern to news of his ill- 
ness. 


T: king was present at a religious cere- 
mony marking the queen's birthday on 
August 12, but barely 24 hours later the 
Royal Household announced he had suf- 
fered a further, but apparently minor, re- 
lapse. His heartbeat was slightly abnor- 
mal, said the 13th bulletin issued since the 
illness developed, and X-rays had shown 
the lung inflammation had not fully disap- 
peared. This week's statement, however, 
was much more encouraging. It reported 
that his general condition had improved 
and his heart was functioning normally, 
though there was no mention of whether 
the virus had been effectively suppressed. 

At an earlier stage of the recovery pro- 
cess, it was stated that the monarch would 


need at least three months of convales- 
cence before he could resume his normal 
busy schedule which takes him by helicop- 
ter, road vehicle or on foot to every corner 
of his kingdom." Diplomats say the king 
often rises at 6 a.m. and does not retire 
until the early hours of the morning. The 
queen mentioned that he normally 
worked 10-11 hours a day “and many 
times our daughter [Princess Sirindhorn, 
with whom he is known to be particularly 
close] has to tell him late at night to go to 
bed." The question in many minds, in- 
cluding that of his family, is how long he 
cam keep up such a heavy schedule given 
the concerns his illness has aroused. 
Although the King's illness has worried 
many Thais, it is not so for having any visi- 
ble effect on the political situation or on 
army unity. Nonetheless, there are uncer- 
tainties over what lies ahead with Prince 
Vajiralongkorn invested as crown prince 
in 1972 on his 20th birthday and Princess 
Sirindhorn raised to the equivalent rank of 
Maha Chakrisix years later (REVIEW, June 
19, '81). Constitutional amendments in re- 
cent years have stipulated that any of the 
king's children can, subject to parlia- 
ment's approval and the Privy Council's 
advice, become the ruling monarch, thus 
breaking a tradition that has stood for 700 
years by enabling a woman to ascend the 
throne. 





FOREIGN RELATIONS 


A sense of betrayal 


Taiwan's supporters in the US find no 
joy in the August 17 Sino-US communique 


By Richard Nations 

Washington: Dismayed by the Sino- 
United States joint communique on arms 
sales and reunification, most of Taiwan's 
friends in the US Congress have nonethe- 
less reluctantly concluded that the docu- 
ment violates only the spirit, but not the 
letter, of the Taiwan Relations Act 
(TRA). The document “is simply wrap- 


ped too tight to find a loose thread legally 


to pull it apart," one of Taiwan's sup- 
porters commented. 

The administration's argument, put to 
congress shortly. after the communique 
was released on August 17, is disarmingly 
logical. The TRA mandates supplies of 
defensive equipment for Taiwan accord- 
ing to the US Government's sole assess- 


ment of Taiwan's needs. As long as China 


pursues a peaceful policy towards the is- 


land, Assistant Secretary for East Asia 


and Pacific John Holdridge told the US 
Senate, Taiwan will not need to augment 
its arsenal above current levels. This 
makes the joint communique thoroughly 


- consistent. with the TRA, President 


Ronald Reagan assured both congress and 


Taipei 


This has left Taiwan's friends in the se- 
nate with little choice but to contemplate 
mobilising support for a joint resolution of 


1n 


both houses of congress which, if passed 
and signed by the president, would have 
binding effect as the US interpretation of 
the communique. A joint resolution could 
clarify some of the communique's am- 
biguity in favour of Taiwan. Thus the 
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Glenn: warning to Holdridge. 





qualitative and quantitative ceilings 
placed on arms sales to Taiwan might be 
interpreted in terms of perserving the cur- 
rent balance of forces between the island 
and the mainland. 

If Peking were to purchase Mirage 
2000s from France, for instance, it would 
not be inconsistent with such a congres- 
sionally mandated interpretation to raise 
again the question of the FX advanced ex- 
port fighter aircraft for Taiwan. Another 
suggested clarification would specify that 
arms supplies to Taiwan would not end 
until a peaceful resolution of Taipei’s dif- 
ferences with the mainland were actually 
achieved. 

But advocates of such a tactic are not 
excessively optimistic. The concern for 
the erosion of Taiwan’s position as a result 
of this communique was deep and broad in 
the Senate Foreign Relations Committee. 
Moderates of both parties including com- 
mittee chairman Charles Percy (Republi- 
can) and Sen. John Glenn (Democrat), 
joined Taiwan's faithful supporters on the 


| Republican Right in denouncing the ad- 


ministration's skilful deviation from the 
spirit of the TRA. 

"I can assure you that there will be à 
retrogression in this committee's relations 
with your bureau," Glenn told Holdridge 
at the August 17 hearings, "if the action 
the executive branch has taken results in 
any significant change in the relative mili- 
tary balance that exists today between 
Taiwan and [China]." 

But sympathy in the House Foreign Af- 
fairs Committee flowed towards restoring 
peace with Peking. The liberal chairman 
of the Asian subcommittee, Democrat 
Steven Solarz, praised the administration 
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See! 909 PHILIPPINES 


who heads the KMU, is known for his 
leftwing views on labour matters. De- 
tained several times in the past, he was 
rearrested on charges of inciting his sup- 
porters to rebellion. Hundreds of those 
supporters had lost their jobs as a result of 
recent retrenchment measures. Lieut- 
Gen. Fidel Ramos, deputy chief-of-staff 
and Philippine Constabulary chief, said 
that he has “very, very strong evidence" 
that Olalia's activities were designed to 
"paralyse the national economy and 
undermine national security." 

The newly organised National Coalition 
for the Protection of Filipino Workers, 
headed by elderly Lorenzo Tanada and 
Olalia, claimed that what they planned was 
the holding of a national day of protest in 
September to dramatise labour grie- 
vances. Olalia was the prime mover be- 
hind the mobilisation of support for this. 
At a labour symposium on August 22, 
Tanada accused the government of turn- 
ing "terrorist, misusing its powers to cow 
the workers to absolute submission." He 
denied any plots by labour elements and 


Marcos leaves hospital: calculation. 





countered that “the government is its own 
saboteur." 

The labour sector has a swelling number 
of unemployed, many of whom were dis- 
missed arbitrarily. However, of some 17 
million in the labour force, only 10% are 
organised. The majority of them belong to 
the pro-government Trade Union Con- 
gress of the Philippines — an organisation 


beset with factionalism and petty rivalry. . 


Olalia's KMU seemed to draw more mili- 
tant supporters to its side, especially dur- 
ing labour rallies. Considering the diverse 
interests within the labour movement, not 
to mention the fragmented nature of its 
leadership, observers seriously doubt the 
claim that it was plotting a nationwide 
strike to overthrow the government. 
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In the wake of Olalia's arrest, Marcos 
announced that the arrested labour lead- 
ers “will not be coerced, intimidated, or 
maltreated, and will not be compelled to 
testify against themselves.” He also as- 
sured them that protection and guarantees 
of rights, including the right to counsel, 
would be extended to them. 


he local press reported that Marcos had 

decided to take pre-emptive measures 
after evidence was presented to him by the 
military authorities. According to these 
accounts, several groups — including the 
New People’s Army, military arm of the 
Communist Party of the Philippines, the 
Moro National Liberation Front and a po- 
litical group called the Social Democrats 
were preparing for subversive action. 

One plausible explanation for the latest 
crackdown is that the president wishes to 
pre-empt any anti-Marcos activities dur- 
ing his scheduled Washington visit in mid- 
September. The visit is still on and Marcos 
may in fact leave ahead of the planned 
date. 

But the crackdown was also seen as a 
counter-measure against the growing in- 
fluence of the underground movement. 
The arrest in April of Horacio Morales, 
38, alleged chairman of the National 
Democratic Front (NDF), is said to have 
yielded vital information on the NDF's 
plan to organise a coalition government 
(REVIEW, Aug. 13). From the material 
seized by military intelligence, leads were 
obtained on NDF's links with labour, 
church, business and student groups, as 
well as with members of the intelligentsia 
and the media. 

Morales was described by the military 
as NDF chairman and secretary of the Na- 
tional Independent Political Forces, a 
group primarily responsible for organising 
a broad coalition front between moder- 
ates and radicals, for the purpose of offer- 
ing a “viable and desirable alternative to 
the present government." The NDF's 
strategy and Morales’ alleged involve- 
ment in it were outlined in a report pre- 
pared by Lieut-Col Gerardo Lantoria and 
submitted to Marcos by Ver. The docu- 
ments were presented as evidence before 
the Supreme Court in Morales’ habeas 
corpus petition. 

Aside from the NDF's propaganda ac- 
tivities, the military also claimed Morales 
was involved in the smuggling of firearms 
into the country in mid-1981. It is alleged 
that he cooperated with a businessman, 
Jaime Bernal — who has also been ar- 
rested — in the purchase and shipment of 
AK47 and Makharov firearms from Syria 
and Lebanon. The firearms.were hidden 
in a shipment of rawhide which was loaded 
in South Yemen, in a Japanese vessel 
bound for Yokohama. The arms shipment 
was later transferred to a chartered vessel 
bound for the Philippines. Before it en- 
tered Philippine territorial waters, it is 
said, the boxes of firearms were unloaded 
into waiting fishing boats. 








The king: heart complications. 





THAILAND 


Concern for 
the king 


A medical bulletin indicates the 
monarch is recovering from 
illness, but worries remain 


By John McBeth 

Bangkok: Serious concern over the 
health of King Bhumibol Adulyadej ap- 
peared to be abating after the latest in a 
long series of medical bulletins issued by 
the Royal Household indicated he was re- 
covering slowly from a prolonged bout of 
pneumonia and associated heart compli- 
cations. 

The prognosis was somewhat guarded, 
however, and came 10 days after the ailing 
54-year-old king suffered a relapse which 
caused Queen Sirikit to call off а sched- 
uled visit to the kingdom's southern pro- 
vinces with Crown Prince Vajiralongkorn. 
The king and queen normally take up resi- 
dence at this time of the year at the hilltop 
Taksin Palace in the far southeastern pro- 
vince of Narathiwat. one of four regional 
homes they use on an ánnual circuit of the 
country. 

King Bhumibol, who acceded to the 
Thai throne in June 1946 after the death in 
a shooting accident of his brother and was 
crowned on May 5, 1950, is one of the 
world's longest-reigning monarchs. The 
death last week of King Sobhuza II of 
Swaziland is understood to place him only 
second in terms of length of rule behind 
Emperor Hirohito of Japan as he enters 
his 37th year of sovereignty. 

But it is generally agreed there is no 
other monarch who works as hard or 
whose position as the beacon of national 
unity in a country often beset by political 
turmoil engenders such a burden of re- 
sponsibility. It is this, probably more than 
any other factor, which may have led to his 
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Marcos goes to hospital and takes the nation's pulse 


Prescription for power 


By Sheilah Ocampo 

Manila: President Ferdinand Marcos' re- 
cent moves appear to have been calcu- 
lated to throw both his friends and foes 
into a state of confusion. His actions be- 
tween August. 7, when he appointed his 
wife Imelda to the Executive Committee 
— set up to provide an interim succes- 
sion to him — and August 21, when 
he entered a military hospital with mild 
pneumonia, could have led observers 
to conclude that Marcos, who will be 65 on 
September 11, was planning to step down 
after a rule spanning 17 years, with the ob- 
vious reason being failing health. 

There have been persistent reports that 
Marcos suffers from a kidney ailment, all 
of them routinely embellished in the Ma- 
nila rumour mill. However, the reports 
have been, and continue to be, denied by 
the president himself and the pro-govern- 
ment press has routinely published a 
photograph of Marcos water-skiing, sup- 
posedly taken at the Cancun summit in 
Mexico last year. 

When Marcos’ illness was announced, it 
was played down in the local press. Two 
days before, Marcos had denied that he 
was ill, saying that he had undergone a 24- 
hour executive check-up and that his 
health was pronounced satisfactory. “I'm 
supposed to be healthy enough to be able 
to operate normally," Marcos told his TV 
interviewer. 

To some, it would seem uncharacteris- 
tic of a politician as astute as Marcos to 

ive credibility to speculation about his 
health by publicly reporting his entry into 
hospital, especially at the height of discus- 
sion on the succession issue in the Na- 
tional Assembly. This would seem even 
more unlikely if his ailment was minor. 
There are adequate medical facilities at 
the Malacanang Palace — Marcos’ official 
residence — opposition sources pointed 
out, indicating that perhaps his sickness 
was serious. Marcos returned to his resi- 
dence on August 23. 

For those who are more fatniliar with 
what they describe as Marcos' Machiavel- 
lian ways, the latest moves were no more 
than a calculated ploy aimed at producing 
the kind of result he seeks, in this case the 
revealing of unknown factors in the power 
equation. According to these observers, 
Marcos wanted to know how some fig- 
'ures, particularly those in the ruling circle, 
would react to his reported hospitalisa- 
tion. 

Marcos, it is noted, recognises the li- 
mited capability of both the non-com- 
munist traditional opposition and the re- 
volutionary underground movement. 
Basing his view on military intelligence re- 


ports, he is presumably convinced that 
these two forces — even if they merged — 
would be incapable of overthrowing his 
government by force in the immediate fu- 
ture. What he does not know, the argu- 
ment runs, are the plans and potential 
power plays of those within his own ruling 
circle, plans that might be brought for- 
ward should he show any sign of faltering. 

When he left for a visit to Saudi Arabia 
earlier this year (REVIEW, Apr. 2), 
Marcos left behind a memorandum about 
what should be done if anything happen- 
ed to him. He indicated, among other 
things, that some members of the ruling 
group were among those who might seek 
to undermine the instructions. These in- 


temporarily in the event of Marco's death 
or incapacitation. 

The disclosure of the president's indis- 
position and his brief spell in hospital 
could therefore have been aimed at throw- 
ing light on future players for power and 
their schemes and unsettling them. Simi- 
larly, his statements on August 8 about a 
conspiracy by armed radical groups, 
labour leaders and intellectuals — whom 
he accused of plotting to overthrow his re- 
gime in September through bombings and 
assassinations — can also be seen as a cal- 
culated move, aimed primarily at keeping 
his enemies off balance. 

The president has squelched specula- 
tion that his latest crackdown will climax 





| EC 
Olalia; Tanada: veterans in a day of protest. 


structions were reportedly entrusted to 
armed forces chief-of-staff Gen. Fabian 
Ver and reportedly included “removals 
and appointments." 


he choice of Ver prompted some spe- 

culation, but Marcos later made a 
point of explaining that civilian supremacy 
would prevail at all times, and that his in- 
structions to Ver were to ensure that the 
Executive Committee could perform its 
transition role without impediment from 
any quarter. An interim body vested with 
succession powers, the committee, set up 
after the April 7 national plebiscite last 
year, now has 11 members, mainly minis- 
ters, and is led by Prime Minister Cesar 
Virata. Its job would be to rün the country 


in a re-imposition of martial law, lifted in 
January 1981 after being in force for more 
than eight years. In his own words: “We 
have, I believe, aborted and dissipated the 
threat, if it existed at all, against the stabi- 
lity of the republic." This was apparently a 
reference to the arrest of two labour lead- 
ers, Felixberto Olalia and Crispin Beltran 
— both of whom are associated, with the 
leftist-oriented Kilusang Mayo Uno 
(KMU or May 1 Movement). A highly 
respected labour leader, Olalia, 79, is one 
of the few credible trade unionists in the 
country. He was arrested, along with 13 
others who were later freed; on suspicion 
of fomenting unrest in the labour sector. 
Beltran was held some days later. 

Olalia, a World War II guerilla fighter 


WORM IN THE APPLE 

Khmer People's National Liberation 
Front (KPNLF) leaders are worried 
over the implications of sizable 
defections from Khmer Rouge 
ranks, seeing such a development 
as a possible move to infiltrate the 
KPNLF and its allies led by Prince 
Norodom Sihanouk and ultimately 
to destroy the non-communist 
organisations from within. The fear 
has surfaced since the recent 
defection of 300 Khmer Rouge 
guerillas and their stated 

desire to link up with Sihanouk's 
forces. 


BURMA SETS THE PACE 
While capitalist Southeast Asia 
remains depressed by recession and 
communist nations in the region are 
stuck in their self-made mire, the 
regional growth leader this year is 
likely — for the first time — to be 
socialist Burma. Rice output is 
expanding apace and, for once, 
Burma's isolation is proving an 
advantage. Growth of 795 in real 
ross domestic product is expected 
or 1982. Of Asean countries, only 
Burma's rice-producing neighbour, 
Thailand, is likely to come close. 


AFGHANISTAN 

A gunfight broke out in the presidential 
palace in Kabul between rival factions of the 
ruling party, sources in Pakistan said (Aug. 
18). Guerillas stormed a jail in Kandahar, 
killing 30 troops, raiding the armoury and re- 
leasing 150 prisoners, Radio Pakistan said 


(Aug. 23). 


AUSTRALIA 

Queensland was hit by a 48-hour general 
strike to demand a 38-hour week for govern- 
ment manual workers (Aug. 23). 


CAMBODIA 
Fighting erupted between Khmer Rouge 
guerillas and government troops near the 


Thai border, Thai sources said (Aug. 18). 


CHINA 

Peking has approved the construction of a 
nuclear power plant in Guangdong province, 
Hongkong newspapers reported. Five men 
who attempted to hijack an airliner on July 25 
were executed in Shanghai (Aug. 19). The 
death toll in floods in Sichuan province in July 
was put at 718, with more than 6,000 injured 
(Aug. 20). Two officials were arrested for at- 
tempting to leak state secrets to a Hongkong 
businessman, the Peking Daily reported. A 
French delegation held talks with officials 
over plans to build a nuclear power station in 
Shanghai (Aug. 21). Nuclear power should 
amount to more than 10 million kws in 20 
years, said Chairman Hu Yaobang (Aug. 24). 
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INCENTIVE FARMING 


Vietnam will probably meet its 
winter-spring crop target of 16 
million tonnes this year, according 
to diplomatic sources in Hanoi. 
There is thought to have been a 10% 
increase in production in the south, 
where the government allows 
farmers to cultivate their crops on a 
non-collectivised basis. In the north 
too, the government reportedly is 
now letting farmers keep part of 
their crops in a bid to boost 
production. 


BEWARE OF MINES 


Resistance forces of the Khmer 

People's National Liberation Front 
(KPNLF) are making slow progress 
resettling Cambodians in the village 


HONGKONG 

Governor Sir Edward Youde left on a two- 
day visit to China (Aug. 19). The Hongkong 
and Shanghai Banking Corp. reported in- 
terim. profit of HK$815 million (US$136 
million), up 18.1% (Aug. 24). 


INDIA 

Troops opened fire on policemen on strike 
in Bombay (Aug. 18). Rioting continued and 
the death toll was put at four (Aug. 19). A 
curfew placed on Bombay was lifted as most 
striking policemen went back to work. A man 
who hijacked an Indian Airlines aircraft to 
Amritsar was shot dead by commandos (Aug. 
20). More than 250 policemen in Haryana 
state were dismissed following unrest over 
pay and conditions (Aug. 24). 


JAPAN 

Members of the ruling Liberal Democratic 
Party decided that “some measures" had to be 
taken to resolve the crisis over rewriting of 
history textbooks. A parliamentary no-confi- 
dence motion against the government was de- 
feated (Aug. 18). 


MALAYSIA 

Singapore Prime Minister Lee Kuan Yew 
had talks with Premier Datuk Seri Mahathir 
Mohamad in Kuala Lumpur (Aug. 23). 


NEW ZEALAND 
An agreement was signed with Western 
Samoa stripping 10,000 Samoans of the right 


complex of Sok Sann, at the 
southern end of the Thai- 
Cambodian border. Villagers fled 
the hilltop settlement — one of the 
KPNLF's main centres — in the face 
of a concerted Vietnamese infantry 
assault at the beginning of the year. 
The Vietnamese withdrew before 


the current wet season, taking with - 


them substantial medical supplies 
from Sok Sann's hospital. The main 
problem in moving back into the 
three villages, according to KPNLF 
sources, is that the Vietnamese 
mined the whole area. 


DO IT YOURSELF 

United States trade officials are 
increasingly concerned that both 
houses of the US Congress will pass 
a bill requiring foreign car 
companies to procure up to 90% of 
their parts and equipment from US 
domestic sources. The so-called 
local-content legislation could 
effectively prevent most Japanese 
car exports to the US and further 
besmirch the country's free-trade 
image. American trade officials say 
they will fight to keep the bill from 
passing, but support for it is strong 
in an election year. 


to New Zealand citizenship implicitly 
awarded to them by a British Privy Council 
decision (Aug. 22). 


PHILIPPINES 

Labour leader Crispin Beltran was arrested 
in connection with an alleged planned terror 
campaign (Aug. 18). Beltran was charged 
with conspiring to incite a rebellion (Aug. 
20). President Ferdinand Marcos was taken to 
hospital with mild pneumonia (Aug. 21). 
Marcos left hospital to rest at his home (Aug. 
23). 


SINGAPORE 
Opposition MP J. B. Jeyaretnam was found 
guilty of dishonourable conduct and breach of 
rivilege, but parliament recommended a 
enient view be taken (Aug. 24). 


SOUTH KOREA 


President Chun Doo Hwan had talks in 


Kenya with President Daniel Arap Moi (Aug. 
18). 


SRI LANKA | 
President Junius Jayewardene told mem- 

bers of the ruling party to prepare for an elec- 

tion, but did not specify a date (Aug. 19). 


THAILAND 

The government protested to the United 
Nations over the alleged landing of a Viet- 
namese helicopter in Thailand to supply com- 
,munist guerillas (Aug. 19), 
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Early election 
in Sri Lanka 

Speculation over an early pres- 
idential poll, probably in Oc- 


expected 


tober, is mounting in Sri 
Lanka. President Junius 
Jayewardene has told members 
of his ruling United National 
Party (UNP) to go to their con- 
stituencies and “organise the 
voters as if an election is round 
the corner." The government 


-had scheduled for August 19 a 


parliamentary debate on a con- 
stitutional amendment to ena- 
ble an early election, but de- 
cided to postpone it pending à 
ruling by the Supreme Court. 
Opposition groups had chal- 
lenged the bill, arguing that it 
should be approved in a na- 


_ tional referendum after being 


sed by a two-thirds majority 
in parliament. The UNP, 
which has 144 members in the 
168-seat parliament, appears 
confident of a verdict in the 
bill's — favour. However, 
Jayewardene has also initiated 
a bill to hold à referendum, 
which the UNP could win as 
the opposition parties are in 
disarray. — A CORRESPONDENT 


Indian press bill 


Thirty-five journalists were 
seriously injured in Patna, cap- 
ital of Bihar state, on August 
21 when police attacked a 
march of more than 250 jour- 
nalists who wanted to present a 
memorandum to the governor 
against a state bill curbing press 
freedom. Tamil Nadu. and 
Orissa have recently enacted 
similar laws. | — MOHAN RAM 


Singapore parliament 
reprimands MP 
Singapore's lone opposition 
MP, J. B. Jeyaretnam, was 
found guilty on August 23 of a 
breach of privileges charge 
stemming from parliamentary 
debates held in March. Parlia- 
ments privileges committee 
found Jeyaretnam ‘guilty of 
contempt of parliament for 
participating in debates that 
could have affected the out- 
come of cases handled by his 
law firm. , 

However, the committee 
agreed to forgo the fines and 
suspension from parliament as- 
sociated with a guilty finding 
and to limit its action to a re- 
primand. A similar motion 


= pereg 


against Jeyaretnam was with- 
drawn several weeks ago in a 
parliamentary debate. 
Meanwhile, Second Deputy 
Prime Minister S. Rajaratnam 
renewed the government's at- 
tacks on Jeyaretnam and his 
Workers’ Party (WP) in a 
speech alleging that the party 
was acting as a spawning 
ground for political subver- 
sion. He cited, among other 
things, the arrest in January of 
10 alleged Muslim fundamen- 
talists, a number of whom had 
ties with the WP. 
— PATRICK SMITH 


Thais do not favour 

rebel Lao movement 

An announcement by former 
Lao prime minister Phoumi 
Nosavan in Bangkok that he is 
about to form an anti-com- 
munist liberation government 
has evoked a cool response 
from Thai officials. Phoumi's 
statement on August 19 that he 
would set up his government in 
Laos on October 10 was 
quickly followed by an an- 
nouncement from a Thai 
Foreign Ministry spokesman 
that Bangkok would not recog- 





nise or support such a govern- 
ment. 

Thai officials pointed out the 
difference between the situa- 
tions in Laos and Cambodia. 
Whereas Thailand, along with 
its four Asean partners, does 
not recognise the Vietnamese- 
installed Heng Samrin regime 
in Phnom Penh and helped to 
set up a Cambodian resistance 
coalition last month, Bangkok 
still recognises the People’s 
Democratic Republic of Laos 
established after the com- 
munist takeover in 1975. 

— RODNEY TASKER 
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A sop for Indonesia's 
dairy industry 
Indonesia's Minister for Trade 
and Cooperatives, Radius 
Prawiro, has issued a decree re- 
quiring milk-processing com- 
panies to use a litre of domesti- 
cally produced fresh milk for 
eyery seven (in equivalents) of 
imported product. This follows 
a government decision to pro- 
mote the domestic dairy indus- 
try (REVIEW, Aug. 20), 

Currently, milk processors 
are believed to be using one 
unit of domestic milk for every 
10-12 units of imports. Trans- 
port will be a major problem in 
implementing the new 1:7 ratio 
as processors are concentrated 
in the Jakarta and west Java 
area, while surplus fresh milk is 
concentrated mainly in central 
and east Java. 

— SUSUMU AWANOHARA 


India to increase its 
US wheat imports 


India plans to import 2.5 mil- 
lion tonnes of wheat from the 
United States in anticipation of 
a crop loss stemming from de- 
layed and inadequate rains. On 
July 1, the Indian Govern- 


ment’s buffer stock of food- 


grains was 15.5 million tonnes, 
of which wheat accounted for 
10.2 million tonnes. Last year, 
India imported 1.51 million 
tonnes of wheat from the US 
and 0.75 million tonnes from 
Australia. — MOHAN RAM 


Thais want Union to 
boost gas investment 
Thai Government negotiators 
appear determined to press 
Union Oil of California into 
boosting natural-gas produc- 
tion from the trouble-plagued 
Erawan field. Discussions so 
far have centred on a proposal 
by Union Oil which would raise 
investment from the originally 
projected. US$400 million to 
US$600-950 million in order to 
raise the current 120 million cu. 
ft-a-day production to 200 cu. 
ft by the end of 1983. 

Union reportedly indicated 
that the additional investment 
should bring reasonable re- 
turns and this was seen by the 
Thais as an indirect suggestion 
to increase gas prices. The 
Thais are adamant that since 
current production is substan- 
tially below the contracted 250 
million cu. ft a day the United 


States company should commit 
itself to further investment to 
raise production to the highest 
level possible without any price 
increase. 


— PAISAL SRICHARATCHANYA 


Malaysia again trims 

its growth expectations 
Malaysian Finance Minister 
Tunku Razaleigh Hamzah, 
speaking after the signing cere- 
mony for Malaysia's record 
US$1.1 billion syndicated loan 
on August 18, said the coun- 
try's economic growth rate this 
year would be only 3.5-4.5%. 
This was the third downward 
revision since the October 1981 
budget, when the Treasury 
forecast a rise of 7.2% for 1982. 
The minister also said he ex- 
pected à negative trade balance 
of M$3 billion (US$1.29 bil- 
lion) this year, more than three 
times the 1981 deficit, Next 
month's budget, though, 
would. still be *mildly expan- 
sionary." , 

The jumbo loan is being sub- 
scribed by 70 financial institu- 
tions from 14 countries. Saudi 
International Bank, with a 
US$42 million contribution, is 





the biggest. The loan is split 
into a US$510 million Eurodol- 
lar tranche, at 0.375 percent- 
age points above the London 


inter-bank offered rate 
(Libor), a British tax-sparing 
tranche of US$150 million at 
0.03125 points over Libor and a 
domestic United States tranche 
of US$440 million at 0.125 
points over the US prime lend- 
‘ing rate. 

Razaleigh said the loan 
would take Malaysia's debt- 
service ratio from 2,7% at the 
end of 1981 to 4.6% this year. 

— JEFFREY SEGAL 
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Macau's days as a sleepy, colonial backwater 
seem numbered. The Portuguese flag still flies 
there, it has a Portuguese governor and 
gambling and tourism together still form the 
territory's major money-earners. But since 
1979, when Peking and Lisbon established 
diplomatic relations, China's sovereignty over 
Macau has been officially accepted and the 
real power lies in the hands of Peking's repre- 
sentatives. Macau is now making a dramatic —— - 
effort to catch up with the rest of the world, Û - 

and the cover picture shows the trio of leaders making the play — Peking's power- 
broker Ho Yin, Governor Vasco de Almeida e Costa and gambling syndicate boss Stanley Ho. Develop- 
ment plans include a massive upgrading of infrastructure plus opening up Macau as a financial centre. 
Macau is on the way to becoming a very special economic zone of China. For most visitors it is still a place 
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to enjoy old-world charm and quiet, but it is time to 


Deputy Editor Philip Bowring report. Pages 51-56. 











Page 8 

Philippine President Ferdinand 
Marcos seems set to keep 
everyone guessing on his — and 
the country's — future. 


Page 9 jm 

The latest medical report on King 
Bhumibol Adulyadej is encourag- 
ing, but Thais still worry about 
their monarch's health. 


Page 10 

The joint United States-China 
communique is a decisive blow to 
Taiwan's friends in the US 


Pages 16-17 

As policemen go on strike in 
Bombay, Indian Prime Minister 
Indira Gandhi faces down her cri- 
tics in parliament. Meanwhile, it 
seems India was forced to com- 
promise on nuclear fuel supplies. 
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Foreign relations: A sense o 
betrayal 
Lee's diplomatic shuttle 
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Win some, lose some 
Malaysia: The faithful divided 
Indonesia: Making it legal 
A change in the law? 
Afghanistan: A change of 
comrades 
A defective system 
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Page 18 

Political differences are reflected 
in a religious row in Malaysia's 
East Coast states. 


Page 20 

Indonesia prepares to make the 
armed forces' dual role legal — 
and contemplates a change in the 
law on political parties. 


Page 30 

It was the best of times, it was the 
worst of times . . . There are still 
immense differences between 
north and south in Vietnam. 


Page 40 

Japanese payment guarantees 
mark a victory for Indonesia in 
its battle to make foreign compa- 
nies export as much as they bring 
in. 
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Page 41 
Peking causes a stir in Hongkong 
by agreeing in principle to the 
largest foreign investment in 
China so far — a nuclear power 
plant to be developed jointly by 
Hongkong and Guangdong pow- 
er authorities — but in fact the an- 
nouncement was expected. 


Page 46 

Australia's budget sets a gloomy 
tone for the future while seeking 
cooperation in wage restraint. 


Page 63 

Thailand is expected to delay a 
controversial plan to bring in 
more public ownership of finance 
companies, while concern about 
the new law's possible effects is 
underscored by two foreign 
banks selling their local sub- 
sidiaries. 
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| atly lacks manpower 


er, instead of elaborating 
ink's argument in a country- by-country 
alysis, let us look at two, additional 


ts which may clarify the matter: the. 
of low wages and of political sup- 
both well-known phenomena “| 
have: close connections: with the 
path of the four Asian NICS. 
| four cases the initial success was Î 


lopmen 


1 on a low wage structure and бп the 
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‘cheap labour. Furthermore, 
advocate these models seem to see no con- 


rifice of state revenue and the supp 


tradiction in the co-existence of free world 
market forces and а ‘dictatorial form of 
government which became necessary pre- 
cisely to.contain popular forces which had 
to bear the social and physical costs öf ex- 
port-led growth. 

Hence, world.governments which аге 
tempted to follow the exclusive path of the 
NICs should consider first the basic needs 


of their own people and the advantages of 


n-going financial analysis arid i мети decisions onanin- 


ternational scale. 


Because of the expansion of its activities, the Corporation is looking . - 

_ for more Investment Officers. The successful candidates are likely to 
be persons with outstanding academic or professional qualifications 
in relevant disciplines — Accountancy, Business Administration, 

Economics, and Estate Management — but suitable Science, Ет: 
neering and other Graduates will also be considered. 


irect experience of investment management is not essential but can- 
didates with a number of years in investment management in banking 
and financial institutions will have their experience taken into account. 


The successful candidates will benefit from the unique training and ex- 
perience as well as the opportunity to make their own contributions to 


the 


cess of the Corporation. On commencement, an attractive sal- 


ary aid depending on qualifications and experience, and 
i thereafter promotion will depend on performance. 


Applicants need not be Singapore citizens. 


Applications stating full curriculum vitae and current salary together 
_ with a recent photograph and contact telephone number should be ad- 


essed i in strict confidence to: 


The Personnel & Administration Manager 
Government of Singapore Investment Corporation Pte Ltd. 
Maxwell Road P O Box 52 
Singapore 9001. 


(Applications close on 24 September 1982) 
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Now that the hue and cry has died down 
over the visit of seven. international 
human-rights lawyers . to Malaysia 
[REvIEW, Aug. 13], it is necessary for all 
patriotic citizens to assess rationally the 
reactions of a section of the Malaysian na- 
tion. While it is unfortunate that the Fed- 
eration: of. United Kingdom: and. Eire 
Malaysian. and Singaporean Student Or- 
ganisations, which has.a distorted view of 
crucial Malaysian issues, was one of the 
Sponsors of the trip, it is also regrettable 
` that certain leaders and youth bodies 
chose to react to it in such a hysterical 
manner. One. would. have thought that 
after all these years we would be able to 
handle such situations with greater dignity 
‘and maturity. P ded 
International missions studying human- 
rights issues in developed and developing 
countries ате very. common. In many 
"places, such missions have been received 
with due.courtesy. Even a closed, totalita- 
rian society like Vietnam. has accorded a 
polite welcome to a human-rights team. If 
a totalitarian regime can do that, there is 
по reason why Malaysia, which claims to 
be an open, democratic society, should re- 
spond. with such hostility, After all, our 
leaders have always insisted that they have 
nothing to Мае = 
Besides, Malaysia cannot ignore the 
fact that itis part of an international com- 
munity which exerts some influence upon 
the behaviour of individual nation-states. 
Domestic policies, especially in relation to 
human rights, are under. the constant 
scrutiny of international opinion. This is 
why international human-rights groups 
have been critical of the inhuman treat- 
ment of dissidents in the Soviet Union, ra- 
cial discrimination in criminal prosecution 
in the United States, emergency legisla- 
tion in Northern Ireland and political tor- 
ture in South Korea. It is against this 
background that one should understand 
their.concern over the significant number 
of executions carried out under Malaysia's 
Internal Security Act (ISA). These execu- 
tions — apart from prolonged detention 
without. trial under the ISA .— were 
primarily responsible for the visit of the in- 
ternational lawyers. In.this connection,.it 
must be emphasised that human-rights or- 
ganisations have invariably opposed pro- 
longed detention without trial in any part 
of the world. ^ tic 
Of course, the: Malaysian. Government 
may feel. that the ISA is justified: As- 
democratically elected government, it 
the duty to explain its position to its critics 
in.a.sane, sober fashion. Angry demon- 
strations:and emotional denunciations are 
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the right to comment and to criticise. 





-pronged attack 





namely that Asia’s four newly indus- 

















It is foolish to equate blind passions Editor: Derek Davies | 
aroused Оп behalf of some perverted no- Deputy Editor: Philip Bowring 
tion of national sovereignty which show " Managing Editor: Howard Coats 





little regard for truth and justice with 
patriotic sentiments: If the groups and in- 
dividuals who were so angrily opposed to 
the visit of the seven lawyers are genuine 
patriots they would have been seriously 
concerned a long time ago about foreign 
dominance of the economic, cultural and 
intellectual life of the nation. 

us CHANDRA MUZAFFAR 
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Singapore's style 
It is unfortunate that your reader She Ee 
Erh [Letters, REVIEW, Aug. 6] has such a 
narrow view of Singapore Prime Minister | 
Lee Kuan Yew's politics. I doubt if there © 
ever was another government so respon- 
sive to its people's needs and demands and 
so adaptable to changes. 

Bringing young ministers to the fore- 
front is just one way to test Singapore's fu- 
ture leaders. If and when mistakes are 
made, corrective measures are taken im- 
mediately; no one is trampled upon or 
made a scapegoat. If Lee cradled one fu- | 
ture leader continuously, he would be ас- 
cused of favouritism and surely someone 
would find a “connection” (family or busi- 
ness or otherwise) to amplify the argu- 
ment. з | | 

The reason for Singapore's success 
stems from the government's business- 
minded attitude" towards running the 
country. It is а pity that other govern- | 
ments do not follow suit. It might get. the 
world out of its present slump quicker 
than anything else. Having economic 
managers as ministers is certainly better 
than elevating a country peasant to this 
Stature. 
Singapore 2 


Frank-ly speaking 

The topic is too important and the four- 
The Sth Column, 
REVIEW, Aug. 6] on Prof. Andre Gunder 
Frank's critical evaluation of export-led 
growth as a viable development strategy is 
too ambivalent to let it pass without 
further comment. First, it is unfortunate 
that the four eloquent. commentators 
argue only on local grounds (especially the 
contributors from Singapore!) and fail to 
understand not only Frank's global sys- 
tems approach but also his main. point, | 
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trialised countries (NICs) are “exclusive” | 
and that their alleged success story cannot 
be generalised or easily repeated if only 
due to limitations on the demand side. 
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ost tourists who visit this tiny Por- 
tuguese-run enclave come only 
from as far away as Hongkong, 40 miles 
away across the mouth of the Pearl 
River. And the overwhelming majority 
of those come only to gamble in Macau's 
24-hour casinos. The only other bait to 
lure tourists from farther afield is the 
promise of instant history. "Macau: the 
past is present," say the advertisements 
in the travel newspapers. Now, how- 
ever, some tour companies' advertise- 
ments aimed at Southeast Asia offer a 
new attraction, beguilingly entitled the 
"Crazy Paris Show." 

This — French-produced spectacle 
featuring a dozen top-class nude dancers 
is now the longest-running, most popu- 
lar theatrical entertainment in the area, 
having just celebrated its third anniver- 
sary. But when it started there was much 
righteous head-shaking in both Macau 
and Hongkong — not only because of 
the show itself, but because of its setting. 
For it is performed in the 109-year-old 
Teatro Dom Pedro V, a 365-seat circu- 
lar jewel of colonial architecture. And 
the theatre belongs to the prestigious 
Macau Club, an even older symbol of the 
Portuguese grandeur which once held 
sway over the South China Sea. 

To make matters worse for the cen- 
sorious, the show's flashing lights over 
the old opera house's main entrance 
light up a square in which St Augustine's 
Church stands forbiddingly opposite the 
theatre. And the show's next-door 
neighbour is the Seminary of St Joseph. 
However, such incongruity doesn't 
bother the Macanese. “The only com- 
plaints we get now," said one of the 
show's management team, "are from of- 
fended Portuguese visiting dignitaries. 
They see the sign, they hear it's a nude 
show, and they feel obliged to protest. 
They change their minds when they 
come to see it, if they do!" 

When the show started in July 1979, 
there was a lot of commotion in the en- 
clave. Some protesters felt that, after 
more than four centuries of Portuguese 
rule, the enclave's 15.5 sq. kms should 
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was a blessing in disguise. For the 
board's approval of its existence enabled 
the Macau Club's columned, crystal- 
chandeliered and — red-velvet-lined 
baroque theatre to be preserved. Previ- 
ously almost unutilised, crumbling and 
infected with dry rot, the Dom Pedro V 
(named after a 19th-century Portuguese 
king) had been in danger of collapsing. 
The Macau Club's few hundred mem- 
bers did not have the funds to restore it. 
The sleepy club could hardly support it- 
self, let alone the fabric of its hill-crest- 
ing building filling one side of Santo 
Agostinho Square. 

When Macau's gambling franchise, 
the Sociedade de Tourismo e Diversoes 
de Macau (STDM), offered to renovate 
the theatre, pay a handsome rent, air- 
condition both the theatre and the club, 
and provide the members with upgraded 
private facilities, the “nay” voices on the 
club's committee were heavily out-voted. 
The club happily turned a blind eye to 
the nudes who were to share its building. 


fter an initial six-month contract, the 
show was extended. And again, and 
again. Three years later it has been seen 
by about half a million people who have 
paid around Patacas 20 million (US$3.5 
million) for the pleasure. During 2.100 
performances, a total of 35 imported 
female dancers have been housed in the 
comfort of a Macau hotel, and paid 
about US$80 a day, to exhibit them- 
selves in immaculately choreographed 
production numbers. They have per- 
formed their graceful gymnastics on 
motorcycles, in giant spider's webs or 
cages, underwater in a glass-sided swim- 
ming pool, on parallel bars and revolving 
turntables or in front of waterfalls and 
spinning mirrors. They have been 
bathed in light effects created by 
US$300,000-worth of clectronic equip- 
ment, which included the first such 
theatrical use of laser light effects in the 
Far East. 
Billed, truthfully, as a “multi-million- 
dollar production” (Hongkong dollars, 
that is), the Crazy Paris Show was never 












































intended to be a profit-maker, and is 
not, according to STDM spokesmen. 
But in its way, the show is helping to 
boost Macau tourism. Although the in- 
dustry can — and must — survive mostly 
on the attractions of gambling, the 
Macau Government is very keen to di- 
versify its tourist attractions. 

The territory received the Pacific 
Area Travel Association Heritage 
Award this year for its somewhat belated 
efforts to preserve the many historical 
buildings in the territory. The old resi- 
dence of the local boss of the East India 
Company, now a museum, has been 
beautifully renovated; government 
buildings have been refurbished; a lux- 
ury hotel has been built within the walls 
of an ancient Portuguese fort — and, of 
course, the Teatro Dom Pedro V has 
been preserved thanks to the Crazy Paris 
Show. 

More hotels are to open soon in the 
territory — including some owned by 
major international chains. “The gov- 
ernment is very keen to enhance the Por- 
tuguese element in Macau,” said Brian 
Cuthbertson, of the Macau Tourist In- 
formation Board, “and the new hotels 
will have a strong Portuguese element in 
entertainment and cuisine, with top 
chefs being brought in from Portugal.” 

So where does the Crazy Paris Show 
come into this? “Obviously,” said 
Cuthbertson, "tourists aren't going to 
come to Macau specifically to see the 
show, but we regard it as important in 
that it is something extra to do — an 
added overall attraction for tourists." 

The Crazy Paris Show, modelled on 
the stylishness of cabarets like Paris’ 
Crazy Horse Saloon and Lido de Paris, 
certainly brings a Continental touch 
But, oddly, it does not bring many “ooh- 





remain as spiritually 






square as possible. 
(They ignored the 
fact that old-time 


Macau's red-light dis- 
trict around Rua da 
Felicidade — Street 
of Happiness — had 
been a major South 
China Sea attraction 
in the days before 
Hongkong's Wanchai 
had established its 
claim to infamy.) 

But the Portuguese 
colonial authorities' 
Classification Board 
(censors) realised 
that the nude show 





The Crazy Paris girls: a Continental touch. - 



























































la-las" from the audi- 
| ence. 

"Elsewhere  audi- 
ences clap to show 
appreciation of the 
artistes’ artistry,” 
commented company 
manager Guy Les- 
quoy “Heres з= 
though they enjoy the 
show — it seems the 
people don’t want to 
show their feelings. 
Maybe they're em- 
barrassed because 
they've never seen a 
European woman 
nude before." 

— BARRY GIRLING 
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. Peaceof mind 


in | о is knowing you have a home away 
With American Express®, no matter how far 
_ you il you are never very far from home. For 
. nearly a century, American Express Travel Service 
` Offices* around the globe have made it their busi- 
. mess to help travellers in matters big and small. 
You'll get help with holidays, travel tickets, hotel 
accommodation, ironing out the problems of 
itinerary change, local directions, currency ex- 
change, holding your mail, or simply speaking 
your language in a foreign country. 
In 24 cities in Asia, and in over 120 countries 
_ around the world, our Travel Service Offices can 
replace lost or stolen American Express Cards or 
Travelers Cheques fast — usually in one business 
day. And help in obtaining additional funds en- 
route or emergency cash on your personal cheque 
if you are an American Express Cardmember. 
It makes for a nice feeling. 


American Express Travel Service, Cards 
and Travelers Cheques. 
Don't leave home without us. 


*Offices of American Express Company, its subsidiaries 
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over was relatively high at 1, billion shares 
worth P30.7 million (US$3.6 million), 
most of it represented unloading, pushing 
down prices. 


Seoul 


An attempt by the ruling Democratic Jus- 
tice Party to moderate the effects of the gov- 
ernment’s July 3 financial reforms briefly 
boosted the market. But prices retreated 
slightly after first-half company results 
showed declining net profits. Blue chips 
such as construction and electronics issues 
were mixed. The composite share price 
index stood at 173.2, up 1.3 points. Daily 
average volume was 10,7 million shares. 


Kuala Lumpur 


Fraser’s Industrial Index plunged head- 
long through the 2,000-point barrier, 
notching up a drop of more than 1,000 
points since the beginning of the year. The 
current period’s close of 1,897.53 was the 
lowest since January 1980. The fall during 
the period of more than 160 points was the 
steepest іп six months. Andasanindication 
of just how intense the selling pressure has 
become, total turnover of 25.2 million units 
was the heaviest this year. Friday the 13th 
proved the only lucky day in a miserable 
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week, though the 30-point gain then was 
more than wiped out in the next trading ses- 
sion. New listing Federal Flour Mills led 
trading with 1.9 million units after only 
three days on the board. 


Singapore 

Major market indices lost roughly 1296 in 
the five sessions following the govern- 
ment’s grim National Day economic mes- 
sage. Fraser's Industrial Index fell 474.18 
points in the period ended Aug. 16, finish- 
ingat3,290.14. TheStraits Times Industrial 
Indexlostslightly more than 70points, clos- 
ing at 557.07. A rally on Aug. 13 proved a 
brief pause before a resumption of losses. 
Volume was up markedly from recent 
levels, staying above 7 million shares in 
three sessions and never dipping much 
below 6 million irf a single session. Ana- 
lysts and the local business press are now 
finding comparisons with the market's 
1973 collapse more useful than they had 
onlyafew weeksago. 


Bangkok 


The first bout of profit-taking since the re- 
cent bull run began took pricesloweringen- 
erally slow trading, in a period short- 
ened by the Aug. 12 closure for Queen 
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Sirikit's birthday. But by Aug. 13 themar-- 

ket began to show signs of recovery as _ 
buyers returned, encouraged by the Aug. _ 
11 decision of the Bank of Thailand to re- | 
duce the disrount rate by 0.5-1 percent: 
points. The period's biggest gainer 
Phatra Insurance, up Baht 8 (35 US cent 
tocloseat Baht 195 onthe back ofimpro 
results. Average daily turnover drop 
Baht 6 million, while the Book Club 
posted a lossof0.74to close at 94.20. 


Taipei 


The market plunged to a four-year low late 

in the period amid continuing investor p 
simism that was given added weight when. 
rush of depositors withdrew large sums Ө 
money from Asia Trust and Investmen 
Severallisted companies, too, reporteddis- 
mal second-quarter earnings earlier in the — 
period. The average weighted price i 
fell more than seven points to close a 
430.10; average turnover was NT$240 mil- 
lion(US$6.2 million). e 


PHILIPPINES 
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Deepening gloom 


he gloom deepened in regional 

" stockmarkets in the period to Aug. 16, 

with Hongkong once again taking particu- 

T көи heavy punishment. Midway through 
_ the period, the Hang Seng Index in Hong- 
> - ko was forced below the 1,000 level and 
~ at the close prices were at their lowest 
— level in more than two years. And most 
_ other markets had nothing to cheer about. 


` Hongkong 

Y The market's plunge gathered momentum 
and by Aug. 12, the Hang Seng Index had 
d below the 1,000 level, to 966.36. 

- — The index lost 100 points on that day, with 
- — selling by British investors reportedly con- 
` tributing to the rout. Analysts were 
alarmed by indications that institutions 
were now joining small investors in large- 
Scale selling. Although the 100-point fall 
on Aug. 12 was the largest, all other trad- 
| ing sessions during the period saw the 
T index in retreat, with the exception of a 
à rally on Aug. 13 which brought a relatively 
Ф ы, gain of 27.9 points. Trading 
. was heavy throughout. At the close, the 








index had shrunk to 937.28, for a loss of 
152.59 points on the period. The level was 
the market'slowestin more than two years. 


Tokyo 


Despitea rallylateintheperiod, the market 
remained below the 7,000 level, reflecting 
battered investor confidence because of 
Japan's relatively weak economy, con- 
tinued doubt over the United States' 
economic policies and currency uncertain- 
ties. Steel companies, heavy electricals and 
tape-makers all lost ground. One foreign 
brokerage house said the market would 
continue to be led by speculative stocks, as 
it has been for the past several months. The 
Nikkei-Dow Jones Average closed at 
6,939.43 for a loss of 36.74 points over the 
period. 


Australia 


Share pricescontinued to ease. Amid wide- 
spread predictions that the budget tobe an- 
nounced on Aug. 17 would be reflationary, 
most traders were bearish on the medium- 
term economic outlook and were fearful 


ë 


*23025385828222285 


g 


SINGAPORE 


that institutional investors would unload 
their holdingsifthere Was a sizable increase 
in the budget, as was anticipated. The All- 
Ordinaries Index closed at 461. 1 points, off 
3.8 points over the period. However, turn- 
over continued to be thin. 


New Zealand 


The market stayed put on its post-budget 
plateau with prices narrowly mixed in most 
trading sessions. Turnover continued to 
show the previous period's pattern, with 
off-market crossings making up for low 
levels of activity on the floor. This reflects 
the relatively passive stance of institutions. 
Favourable implications of some of the 
budget's measures, which are slowly be- 
coming more apparent, should improvethe 
longer-term attractiveness of equities. 


Manila 


Disappointment with Linapacan A-One 
dampened enthusiasm for speculative oil 
stocks. The exploratory well yielded natu- 
ral gas instead of oil. Mines failed to re- 
spond to moves by the United States to 
stockpile copper as traders and investors 
seemed to pay more attention to the latest 
batch of discouraging earnings reports 
from major metals producers. While turn- 
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MUI picks up speed 


insurance, hotels and properties divi- 


sions took group net earnings at Datuk. 





Khoo Kay Peng's Malayan United In- 
dustries (MUI) up by nearly a third in 
the first six months of 1982. After a tax 
charge of M$7.6 million (US$3.2 mil- 
lion) — more. than double the assess- 


ment in January-June last year — and ` 


minority interests 35.7% lower at M$3 
million; unaudited attributable profits 
were M$19.4 million, up M$4.8 million. 

The half-year brought mixed results 
for 77%. owned sugar refiner Central 
Sugars, however. At the company level, 
though sales:dropped 24.1% to M$64.3 
million, net profits rose from M$1.4 mil- 
lion to-M$3 million. A cut in taxation 
. from M$916,000 to nil was partly respon- 
sible for the jump, butsa Singapore- 
based analyst also pointed out that the 
wholesale price of. raw sugar contracted 
for by the company two years ago was 
now more closely aligned with the retail 
value. 

Central Sugars’ own group results, 
however, deteriorated sharply, with 
post-tax income down M$10 million to 


1. just M$6.4 million on turnover barely 


higher than the parent company figure. 
The group gave no breakdown of the ac- 
counts, though. whólly owned Cesuco 


Trading — a Hongkong-incorporated in- 
vestment and pms trading sub- 










Rothmans advances 


arette’ manufacturer Rothmans of 
` Pall Mall (Australia) increased its net 
profit to A$22.7 million (US$22.3 mil- 
lion) in the year to June 30, a jump of 
48% over the A$15.3 million earned in 
the „previous corresponding period. 
Total revenues rose. 8.696. to: A$548.7 
fnillion. Directors pointed to improved 
performances across the board. A final 
dividend of 20 A cents a share has been 
recommended, giving an annual payout 
iof 40 cents for the year, well up from last 
year's 30 cents. A one-for-five bonus 
share issue has been declared. « 

— BRIAN ROBINS 


Dunlop rolls back 


Preliminary results for Dunlop Malay- 
sian Industries — the target, of a M$500 






‘million (US$213 million) takeover bid 
launched last month-by Pegi Malaysia — 


show, as was widely expected, a fal 
'earnings in the six months to June 3 
company level, post-tax profits sl 






16.4% to M$8.2 million, on sales | М$8- 


million lower at M$1OI. 7 milli 


the group as a whole — inclu ng as 505. 
ned 


ciates IT Internationa 
re-maker, and Н. 


Reported improvements in the finance, 






















sidiary with interests in Australia and 
North America — is known to have been 
virtually inactive over the period. Last 
year, by contrast, Cesuco made profits 
of HK$69.3 million (US$11.3 million). 
Central Sugars’ other main affiliate, 
46% owned Pan Malaysia Cement — 
whose. turnover is.not included in the 
group figures — had earlier reported 
gross profits for the yearto end-March of 
M$14.7 million, 37.3% up. 

MUI main board directors said they 
were "optimistic that good results can 
also be expected for the second half." 
Three months ago, in a forecast issued in 
connected. with its planned takeover of 
63% of Development and Commercial 
Bank and 50% of Kwong Lee Bank, 
MUI predicted full-year gross earnings 
of M$81.8 million. The analyst com- 
mented that MUI was “basically on 
course" but that the December figures 
would depend both on the consents re- 
ceived from the two banks and on the ac- 
counting procedures used by the group 
in consolidating their contributions. 

MUI declared a first interim dividend 
of 2.5% — half last year's — but pointed 
out that the actual “payout to share- 
holders had increased from M$3 million 
to M$4.4 million owing to the recent in- 
crease in. paid-up capital. Central 


Sugars’ dividend was unchanged at 10%. 


— JEFFREY SEGAL 


34% owned tile manufacturer — net in- 
come was 7.3% down at M$10.7 million, 
with turnover reduced from M$133.8 
million to M$128.4 million. 

Dunlop blamed sluggish tyre sales for 
the poor figures, and increasing compet- 
ition from imports — particularly in 
Sabah and Sarawak, where it said pene- 
tration by Japanese and South Korean 
brands had reached alarming levels. 

The July-December half, managing 
director Michael- Moffett forecast, 


‘would produce similar results to the first 
‘six months, giving full-year net profits 


roughly a tenth down on 1981. Dunlop is 
paying an unchanged interim dividend of 
7.5%, the board announced. 

— JEFFREY SEGAL 


| Benguet in the black 


Benguet-Corp., one of the biggest metals 
producers in the Philippines, managed 
to'stay in the black despite adverse mar- 


-ket factors, but its net income went down 
[to P3L1 million (US$3.7 million), in 
January-June this year from P 107.5 mil- 
"lion in the same period last year — and to 
| P14.4 million from P47.2 million on a 


ter basis. In addition to pro- 


ducing copper. gold, silver and chro» 
De 





profit: yh in the 

half-year. Benguet has opted to sell ай 
its July-December copper output to th 
government's. National Developmen 
Co. at a fixed 75 US cents a Ib. (Under: 
the scheme, National Development аб- 
sorbs the loss if the market. price. stays. 
below 75 cents, but pockets the 

the price rises above that е 




























































group has suffered a 10%. 
tax e inthe first ha 


perit. Net rol it came 0887. 
(US$3. 5 million) compared to $$8.31 
lion in the first half last year, whi 
pre-tax figure was S$13 million 
„pared to S$12 million previous 
group said the lower net profit wa 
to a higher tax charge, but did no 
rate on this. The increase in 
earnings was due mainly to hig 
erty rentals, but total turnover 
20% to S$108 million from the previ 
interim. Straits Steamship Co. decla 
an interim dividend of 3%, It recent 
sued, a two-for-one bon 


National Commei 
Australian insur 
20% . lower -p 


loss for the year rosé to AS12. 71 

well up from the previous year's A$ 
million. But the loss was partly offset 
investment income of A$23 million- 
25% for He year. 


Hongkong and Shanghai Hotels Hoi 
kong-based and with substantial: ov 
seas hotel operations, has reportec 
nearly 17% improvement in net pro 
to HK$74.8 million (US$12.2 millio 
for the six months ended June 30. 
turnover of HK$172.4 million. - 
ever, growing competition 1 [ot 
kong hotel trade and slow. conditio 
overseas are eating into earn 

















rectors said they expect net profit t fall 
short of the HK$134 million earned 
1981. d 

An interim dividend of 30 
share has been recommen 
25 cents (adjusted for a free scrip is 
in 1981, and- the directors e 
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^ Or. уои could subscribe today to the: 
China Trade Report. It's your best alternative. 


(And it's right here. In your mailbox.) 29 5n enu 


А 0 after month, for 19 The China Trade Report Send your order with pay- 
, the China Trade Report comes packed with information ment indicated below and get 
s been providing this best and statistics on China—index- ап exclusive subscription to this 
ae. lt has helped China ing important dates, significant authoritative journal, an invest- - 
5 Tra ders eliminate most of the developments and contracts — ment that may well pay better 
[ vork in dealing with this supplies trade indicators and dividends for your business with 
natic country and helped up-to-date assessments of China (of course there is an- 
st their profit opportunities. ^ China's foreign trade relations. other alternative — call Peking!) 
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ar Eastern Economic. Review, Ltd. lenclose $ 
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C Halfyeat: te 1982 


ө Consolidated net earnings after tax rose 5% to 
US$ 38.1 million. compared with the same period subsidiary, Re ublic New Yor 
last year. by 12% to USS 27.0 milli 
ТР recious metals trading conditi 
© Deposits increased. by 31% to USS 12,036 million. M E ending. This was more than compensat 
ө For the first time, Group capital funds exceeded .' the performance of the rest of the Gr 


USS 1,000 million © TDP's results were achieved by expan 
©The Group’ s reduced loan portfolio and inis tomer base and by careful attention t 

liquidity reflected à cautious approach to the pre- matching. 

sent economic environment. s 


: Interim * balance sheet as at 30th June, 1982 | 


| 30th June | 
i 1982 1981 NEM 
Assets USS 000 089000 «Liabilities 











Cash, balances and advances _ E Deposits, balances due to 
to banks 5,174,177 | _ 3,891,998... . customers and inner reserves | 
Bank certificates of deposit 1,519,602 928,624 Accrued interest payable — 
Precious metals* 154,487 88,495 Other liabilities 
` Financial paper - 2,433,563 | 1,911,208 : is Ё 
Government and: municipal е P N 2 — ers 
bonds (USA: and. UK) 401,456 | 387,106 Capital and loan funds: 
“Floating rate bonds 752,750 | 416,029 Loaf funds due: 
Other bonds and securities 7 851,841 | . 458,881 . from one to two years 
Customet сштеп accounts god = à о from two to five years - 
1,681,238 | 1,843,234 ^ from five to fifteen years 
30,701 17,106 7. : over fifteen years < 
108,019 | 87,938 ^ . Minority interests > = 
237,392 184,415 Shareholders’ funds: 
98,100:| 146,718 Share capital 77 = 
Reserves | 








Total shareholders" funds.” = 


Total capital and loan. funds ae 
employed EE 
votes 13,423,326 | 10,361,712 
1981 figures have been restated | mimi | | Q8, 
to conform with 1982 presentation... . Letters of credit, acceptances 
and guarantees 











1982 1981. 


profi fo for the 6 months | Net earnings after taxes;. minority interests Ce iis 
and transfer to inner reserves (US$ 000): 38,104. 36,340: 


Earnings per share; 





Average number of shares outstanding Хы. 
during the period 16,556,000: 16,51 





Principal Affiliates 


de Беор Bank, Geneva - Republic National Bank of New. Yor 
. Athens, Beirut, Buenos Aires, Caracas, Chiasso, fu 
ico City, Miami ntevideo, 
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dible coconut oil on the world 


iportant is soyabean oil, the largest 
on the market, which is cur- 
2A periencing a bumper crop in the 
dll continue to smother the 
, experts say. 
P projections show that over- 
his year is expected to fall 
"pared to 1981 figures to 2.2 mil- 
e opra equivalent. In terms 
г 5% drop in volume is ex- 


price performance on top of those produi 
on drops, that could spell more serio 


balance-of-payments problems. 


Prices from 1981 averages fell, as of 
June this year, some 11% for copra, 14% 
for coconut oil and 30% for dessicated 
coconut. Translated into export revenue 
projections, coconut earnings in foreign 
exchange will be limited to US$600-650 
million, according to UCAP figures, com- 
pared with US$718 million last year and 
US$781 ‘million in 1980.: Traditionally, 
coconut products have been the top ex- 
port-earner in the Philippines. That may 
change this yest, however. їй 


‚ i; К | 
v lease of life 
hitherto quiet leasing industry bursts into 
as banks seeki income outside restricted areas 


iy quiet sector of 


ancial market — re- 


with the issue of 

licences to eight additional 
re leasing companies, bringing 
imber of licensed leasing com- 

+ This sudden interest in leas- 

n by observers as an effort by 
ign banks, through their leasing 


to expand their activities in the - 


uma Indonesian financial 


it is government regulations, al- 


easing companies to operate 


foreign banks have been excluded, 


asing promisi. . Three o ofthe 


banks that already bave fult 


status in Jakarta. 
xample, Bank of America joined 
eer.group to form First Indo 
an Leasing; Hongkong and Shang- 
anking Corp. through its merchant 
g subsidiary Wardley and United 
8, а member of the Astra group 
he distributor of Komatsu. heavy 
ment, joined to form Wardley 
"Leasing; Citicorp joined Sumber 
eluarga to form Citicorp Leasing 
ia. Through their leasing com- 
hese foreign banks can overcome 
tations of dealing only with com- 
whose main activity is. inside 
nd of Bank Indonesia’ s credit 

strictions. 

as being able то deal with com- 
outside Jakarta, leasing companies 
lowed to establish branches in other 
ities. However, some leasing com- 
s whose local partners have anexten- 
ationwide branch network have indi- 
they will be using their partners’ 
ies. Instead of being subject to credit 
gs, leasing companies must phere | 


| 








ing the ratio-of total liabilities (including 


borrowings} to capital base. 
The other five recently-licensed leasing 
-Clipan. Leasing, a joint 
tur " Credit Lyonnais and Panin 
ik, the coüntry's second-largest private 
bank; Central Sari Metropolitan Leasing, 
owned by Japan Leasing and Bank Cen- 
tral Asia, the largest private national bank 


|. and part of the Liem Sioe Liong group; 


Saseka i Баса Leasing, owned by Lloyds 
International Finance Согр., 
icorinvést — a non-bank financial in- 
stitution owned in part by Bank Indonesia 
— and Bank Niaga; Indo Ayala Pacific 
Leasing, owned partly by Ayala Finance 
of the Philippines; Chemco Graha Sejaht- 


era leasing, owned by Chemco Leasing, · 


and Mochtar Riady, currently the manag- 
ing director of Bank Central Asia and for- 
merly with Panin Bank. 

The foreign banks represented in this 


-group — with the exception of Bancom 


(through  Ficorinvest) and Chemical 
Bank, which through its subsidiary 
Chemco Leasing partially owns Multicor, 
a non-bank financial institution — had a 
very limited presence in Indonesia. 


he keen interest in leasing is reflected in 

some 37 applications that remain to be 
approved by the Ministry of Finance. The 
large number of applications has.twice 
prompted the ministry to increase paid-up 
capital. requirements for leasing com- 
panies: In 1980, paid-up capital of joint- 
venture leasing companies was increased 
from a minimum of Rps 150 million 
(US$220,600) to Rps 1.5 billion and again 
to Rps 3 billion this May. For wholly 
locally-owned leasing companies the mini- 
mum paid-up capital was raised from Rps 
50 million to Ере: 500 million іп 1980, then 
to Rps 1 billion'in May. The authorities 
said these increases were to ensure that 


ye ү! 
billion (US$ 17 mi ion). Ow 
leased capital equipment remains with 
leasing company until the end of the 
payment period. At that time, the lessee, 
or user, has the ‘option to purchase the ; 
equipment, lease it again or return it to the 
leasing company: However; reports indi- 
cate that owing tothe absence of an active 
and organised secondary market, most 
transactions so far have either a buy-back 
arrangement with the supplier of the capi 
tal equipment or a guaranteed pur ase 
option for the lessee. * 

First Indo American, which obtaine 

operating licence in August 1981, in 
cated that so far the average lease tenor 
has been four years with a minimum. 
amount. considered per transaction of 
US$500,000. With very large transactions, 
thé company said, lease syndications be- 
tween leasing companies could be possi- 
ble. Owing to unpredictable interest-rate 
trends all of its transact 


floating lease-payment art 


opposed to fixed terms) and as т 
funding is a problem most of its leas 
have been in US dollars. 


` "The cost of leasing to the users about a 


comparable to that of a bank loan, or 
slightly higher — as leasing companies can 
only fund their activities by issuing com- 
mercial paper on the local financial mar- 
ket or by borrowing offshore. However, 
owing to tight rupiah liquidit ч ili 
to fund in е been isa 


from state Danks, state insurance : 
panies and pension funds which are the 
main sources of rupiahs. The leasing com- 


| panies, too, lack swap facilities with the 


central bank of the kind available to the 
banks and non-bank financial institutions 
and: which the leasing companies would 
like to have. With swap facilities the leas- 
ing companies could fund in. US dollars 
with US dollar forward cover against the 
rupiah and at low Bank Indonesia rates, 
The leasing companies are optimistic 
about the future in part because of the 
limitations imposed by the authorities oi 
lending by state banks to foreign jc 
venture companies, the limitation 
foreign banks' lending and settin 
branches outside “Jakarta and : foreign 
banks' credit ceilings plus a bar on 
offshore leases. p s 
However, some leasing companies have 


cautioned that over-eagerness to book pue 


transactions to meet aggressive budgets 
could lead to a significant number of de- ` 
faults on lease payments. Although itis 

too early to determine whether this is - 


. likely to happen, most licensed leasing 


companies will certainly try their best to 


ith. capture the market while com etition is” 
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A dramatic drop in coconut-oil prices will cause more misery 
for Philippine farmers — and may hit national growth targets 


By Guy Sacerdoti 

Manila: A sudden drop during the first 
three weeks of August in the price of 
coconut oil will force the Philippine Gov- 
ernment to lower already reduced targets 
for economic growth this year. It is also 
guaranteed to rekindle the controversy 
over whether the imposition of a levy — 
subtracted from the price coconut-farmers 
receive for their copra — is in reality used 
for the benefit of farmers or for the advan- 
tage of the exclusive clutch of government 
and private individuals who control the 
funds. 

The price of coconut oil has now fallen 
to a dismal 17 US cents a Ib ón both Euro- 
pean and United States markets. In view 
of the product's mid-1979 price of 54 cents 
a lb, this must seem like a bad dream. 
Even during the most tumultuous period 
of the coconut controversy in Manila 
(REVIEW, Jan. 8) the international 
coconut-oil price averaged more than 25 
US cents a Ib. 

The copra price (subsidised by levy re- 
ceipts) at the millgate in August last year 
was P200 (US$23) per 100 kgs of copra. 
Today farmers can collect barely half that 
at some mills and buying stations. Even 
following the suspension of the subsidy in 
late Sep, 44981, after which the 
copra-buying pricerapidly fell to P 160 per 
100 kgs, the 100-120 registered recently 
shows incóine dropping by as much as a 
quarter compared with. just nine: months 
ago. Making things éven worse for the far- 
mers is inflation (runing at an annual rate 
of 10.6% during the first half of 1982) and 
the.8.8% effective devaluation of the peso 
against the US dollar during the past year. 
It is not just the farmer who is affected. 
The mills, manufacturers (such as the soap 
industry), and.shippers have all been hit 
by the weakening coconut price. The 
United Coconut Association of the Philip- 
pines (UCAP), the government's most re- 
spected authority on the industry, suc- 
cinctly outlined the effects of the price de- 
pression: “Coconuts continue to be the 
main source of livelihood for one-third of 
the country's population. The current de- 
pressed copra prices have created havoc 
not only on rural incomes but extended [a] 
negative impact on other Philippine indus- 
tries, mostly in the commercial sector." 

As a further slap in the face for farmers, 
the government has chosen to ignore a 
presidential decree signed in January 
which pegs the rate of the levy to a sliding 
scale based on international coconut-oil 
prices (REVIEW, Feb. 12). In April and 
again in July, President Ferdinand Marcos 
decided to forgo his own decreed formula 
and maintain the levy at its current rate of 
P32 per 100 kgs of copra. 

‘Both government officials and levy ad- 
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vocates agree that the direct effect of the 
levy on farmers’ income increases as the 
international price falls. Part of the con- 
troversy has been that industry sources 
stress the levy should not be construed as a 
tax. It is à self-imposed cess originated by 
the farmers and not the government, they 
claim. 

Through their representatives in the 
Philippine Coconut Producers’ Federa- 
tion (Cocofed), the argument goes, farm- 
ers have agreed in principle to the levy. 
which is collected:;by the government's 
Philippine Coconut Authority (PCA) and 
deposited interest-free in the United 
Coconut Planters Bank (UCPB), whose 


Pelaez: anti-levy arguments 


directors, in a “voting trust,” determine 
how they will invest the funds for the 
“benefit of the coconut farmers.” UCPB 
and its major subsidiaries — the United 
Coconut Oil Mills Inc. (Unicom), control- 
ling 94% of the country’s milling capacity 
and the recently incorporated United 
Coconut Chemicals Inc. (Unichem), 
which is moving downstream into inedible 
coco-chemical products — are considered 
private companies owned by coconut far- 
mers, according to company officials. 


A’ these institutions are controlled by 
the same group of government and 
private individuals, led by Defence Minis- 
ter Juan Ponce Enrile and private entre- 
preneur Eduardo Cojuangco. Substantial 
equity in UCPB is held by both men or 
their nominees and, in Cojuangco’s case, 
was obtained free, paid for by the PCA 
out of levy funds; Other arguments 
against the coconut-related institutions in- 
clude criticism of Unicom, the monolith 
controlling oil exports (government offi- 
cials affirm that currently copra prices are 





ч at all by local cop 
and some of the programmes designed | 
help farmers, such as the high-yiel 
hybrid replanting scheme in which half th 
coconut seedlings — the cost of which 
paid to a private Cojuangco firm out. 
levy funds — are planted on new 1а 
(and thus is not replanting at all). 

Voiced loudest by former vice p 
dent, minister of state for foreign af 
and assemblyman Emmanuel Pelae: 
rently recovering in a Manila , 
from wounds suffered during a foi 
sassination attempt [REVIEW, July. 30] 
these arguments against thé levy. 
December 1981 to a presidential co 
tee to study the levy and its effects. 
turn led to the sliding-scale fo: 
stitutionalised by presidential decree 
January. | 

The idea was to take varying pe 
ages of the copra-price equivalent | 
international coconut-oil price as t 
of the levy. Earlier, Marcos deter 
the levy in absolute terms himself, 
the oil price for levy calculations was t 
based on the average price for the t| 
preceding months in eastern and 
US markets and in Europe. 

At the initial 25.6 US cents a lb a 
from October 26, 1981 until Janu 
this year (when the decree was si; 
the levy worked out to P32 per 100. 
copra. Using government computa’ 
the average April 26-July 26 price w 
US cents which, calculated at a 3% 
devaluation (from P8.25 to P8.50 to 
US dollar) yields a levy rate of slightly le 
than P29 per 100 kgs of copra. i 

The government PCA claims that e 
this P3 reduction in levy earnings 
threaten the ability of coconut insti 
to maintain scholarship and insurz 
programmes for coconut farmers, 
in these depressed times are not high 
the hungry farmers’ list of priorities | 
way. But beyond a small levy redi 
the sliding scale would bring. the 
question is still whether to maintai 
levy at all when prices are as low 
are, 

Prime Minister Cesar Virata said 9 
August 13-that the government wo 
review whether the levy should be ; 
tomatically suspended when the three 
month average falls below 20 US cents, a 
stipulated in the Marcos decree, or whi 
ther it should be cut whenever the dai 
price falls below a certain level. 

Although it is unlikely that the с 
barons would approve even a tem 
drop in the levy’s cash provision, the 
may become academic as the 
coconut economy sinks further 
break-even and, for some, below sul 
tence levels. Right now, according to 
ernment officials, coconut plantation 
the majority of which are smallhold 
cannot cover manpower costs. Redu 
in volumes of copra reaching millgates 
expected to quicken slightly within 
next few months due to this cost-cuttin 
creating a boost in rural unemployment | 
simultaneously, 

Meanwhile, informed sources say 
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Ministry will coordinate efforts o incfeás 
local milk production while the Industry 
Ministry will be in charge of the develop- 
ment of the processing industry. The 
Trade and Cooperatives Ministry will de- 
termine the pattern of raw materials pro- 
curement by the processors and control 
both the distribution of local fresh milk 
and the import of milk raw materials. 
Until now the cooperatives themselves, 
headed by Junior Minister for Coopera-. 
tives Bustanil Arifin, had taken on some 
of these functions and were eagér to con- 
trol the rest. ; 

The contpetition between domestic and 
imported milk raw materials was inevita- 
ble in Indonesia. Normally in the de- 
veloped dairy countries, fresh milk (pas- 
teurised or high temperature-treated) for 
the population centres constitutes the pri- 
mary product and processing (condensing 
and powdering) to reach a broader market 
comes later, as an attempt to make effi- 
cient use of real'or potential surplus fresh 
milk. Indonesia has taken a reverse course 
in the recent past, starting with processed 


products and then developing a market for 
fresh milk. The encouragement of the 
milk-processing industry by the govern- 
ment, emphasising the nutritional value of 
the products, was clearly consumer- 
oriented. Although the foreign joint ven- 
tures made commitments to use local fresh 
milk and even help develop the local dairy 
industry when they started operation, in 
fact they were slow to buy local milk for 
processing, preferring cheaper imports. 
^A limited fresh-milk market has de- 
veloped in and around the big cities but 
the high price as well as the hot climate 
and general lack of refrigeration facilities 
have constrained its growth. The price dif- 
ferential between fresh milk and process- 
ed products is probably greater in In- 
donesia than in most developed dairy 
countries, experts say. К 
The vigorous promotion of dairy farm- 
ing by the cooperatives, primarily aimed 
at diversifying farm activities and raising 
farm income, became a new factor in the 
late 1970s. The cooperatives have taken 
the lead in importing milch cows and the 
results have far exceeded the minimum 
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cows has increased at an accelerating rate 
from 41,000 to 72,000 since the start of the 
current five-year plan and by 1988-89 it 
will reach 338,000 head. Another plan is 
to raise local milk production so that it will 
fill 50% of the increased total domestic 
consumption in 10 years. 


3 is cooperatives have been acquiring 


their own pasteurising plants and are 
thinking of moving into ultra high-tem- 
perature treatment of fresh milk, which 
will prolong the life of the liquid milk at a 
considerable initial investment, and into 
powder manufacturing through evaporat- 
ing and spray-drying processes. The pro- 


cessing industry is wary of having to sub-. 


sidise these plans; the industry does not 


“believe the cooperatives are equipped to 


carry them.out successfully. ` 

The official direction is now clear. Pro- 
cessors will have to take more local milk 
and will try to increase their product prices 
to absorb the higher cost of production, 
even though initially the impact of using 
more local milk on average costs should be 
minimal. The government. will not allow 
processors to increase capacity in order to 
dilute the effect of increased local sourc- 
ing but it will not want the processors, par- 
ticularly the dominant joint ventures, to 
foot the entire bill for using higher-cost 
raw materials. This is despite the fact that 
many officials (as well as some domestic 
processors) feel that the joint ventures 
have enjoyed an oligarchic situation and 
made “excessive” profits through royal- 
ties and technical fees. At a time when the 
need for foreign investment is highlighted 
by the deterioration in the country’s 
balance of payments, Jakarta will not 
want to scare off foreign investors. Thus 
consumers will have to pay more. 

The biggest losers in the latest round ap- 
pear to be the cooperatives. Besides losing 
some say in the fate of the dairy industry, 
they may also lose some of the money they 
are now making by buying fresh milk from 
dairy farmers and selling it to the proces- 
sors. The cooperatives are now making 
Rps 76-85 on every litre of milk sold at Rps 
265-301, which many observers feel is un- 
justified. It has been argued that if the 
cooperatives’ margin were not so high, 
local milk could become competitive with 
imported milk powder, at least in price if 
not in consistency of quality. Some dairy 
farmers are advocating direct sales of their 
milk to the processors while some obser- 
vers believe that the cooperatives will not 
need such a large mark-up (or the Rps 90 
they wanted to collect for each US$1 
worth of milk raw material imports) be- 
cause their dream of controlling the whole 
industry has now eluded them. Coopera- 
tiveofficials could not be reached for com- 
ment, but industry watchers are convinced 
that they will not easily concede defeat 
and leave the scene. Meanwhile, there are 
clear signs that President Suharto is taking 
a personal interest in the case. 
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ors watc close as Indonesia tries to clear up 
involv ign groups in the milk industry 





ign investors. 
shav | 





issued a joint decree 
зм өн) their de- 


healthy investment climate, they will 


probably be allowed to pass on some. of 
the burden to the consumer. The coopera- 
tives; meanwhile, may find ‘themselves 

with less revenue as attention is increas- 
ingly focused on their large mark-up for 
dairy farmers’ milk. These cooperatives 
exist mainly-in Java and:tend to be domi- 
nated by the wealthier cattle-owning far- 
mers; 

News that а dairy cooperative in East 
Java had to dump fresh milk into the river 
started the-latest round of the fight be- 
tween the processors and the coopera- 
tives; There was a public outcry. Some ar- 
gued in.the press that the processing in- 


dustry should be made to take all domestic: 


fresh milk.-One estimate is that local milk 
production amounted to 86 million litres 
in 1981, against imports of 521 million 









the rest either marketed in nearby areas 


orbe cowed 


Complications have developed: 
ale of a major shareholding in 
milk, one of the four major milk- 
ng joint ventures in Indonesia 
ү , Jan 1). Australia Diary Corp. . 
last year agreed to sell its 50 
ure to. Rajkumar Singh, 
sian of Indian origin and a milk 
mself. But t Nahar Zahiruddin, | 
he other 5095 in Indomilk, suc- 
lacked the orn and has ob- 
rnment ápproval to take over 
take. 
owever, has managed to have 
xed assets attached by a dis- 
And as a result of his lobbying, 
'ommittee in Canberra is likely to 
gate why ADC has not honoured its 
iion sales contract with him. 
se is being watched closely by 
| businessmen here because they 
nder pressure to gradually dilute 
'sts in Indonesia and are won- | 
uch flexibility they will have 
process. In September 1981, ADC 
sell its stake in Indomilk and 
US$1 million deposit from Singh. 
ble was that Nahar һаа пої been 
ulted and when he found out, he ob- 












































har not only rejected an option to 
h Singh's offer and take ADC's 





stralian dairy company faces new complications asit. 
8 shares і inan Indonesian venture ; 


shares but took the case to the highest 
levels of the. government. Officially, 
Jakarta did not intervene but stressed that 
share transfers of this sort needed the 
prior approval of shareholders concerned. 


Canberra leaned on ADC to hold off the 


‘deal with Singh. Nahar sought ways to ob- 


tain the shares on more favourable terms | 


and the cooperatives registered their de- 
sire to take at least some of ADC's shares. 
Singh took legal action. 


E May 1982, ADC chairman Malcolm ' 


Vawser suggested to Singh that the deal 
was off. “It has been indicated to АРС, 
that a sale.of shares to [Singh] would not 
be approved by the Indonesian Govern- 
ment," Vawser wrote. By this time, ADC 
seemed to have started discussions with 
Nahar and apparently reached a tentative 
agreement in early June that Nahar; not 
Singh, would take the ADC shares. : 

In July, Nahar obtainéd a commitment 
from the state-owned Indonesian Deve- 
lopment Bank (Bapindo) that it would 
бшу all Indomilk shares which Nahar re- 


ceived from ADC. Bapindo also promised - 


to become Indomilk's principal bank (so 
far Indomilk, through ADC, has de- 
pended heavily on offshore funds). 
Bapindo and Nahar agreed that. they 
would eventually aim to offer Indomilk 





| cents) a litre for the processors is alm 


l| litres.in ‘equivalents. Of the local output, | 
: | about half was sold to the processors and 


pensive milk'in the 
is no hard and ѓа utation, di 
milk priced. generally 300 (4 





double the price of an equivalent amount. ^. 
of imports. Some in the industry argued 
that the processors may be able to absorb 
the higher cost of domestic milk if they aré 
allowed to expand total output (usually of. 
sweetened condensed milk and powdered 
milk). There have been accusations that 
the cooperative which started the 
troversy was only throwing away residual. 
skimmed. milk after having sold fat, ich 
milk ata premium. 







































he ministerial decision reconfirms the 
importance of increasing the dairy 
mers’ income and calls on the processors 
touse more domestic milk. 
The government will decide. on the 
amount of local fresh milk which the pro- 
cessors must accept, based on projections 
of demand and total production, and the 
processors will be allowed to acquire addi. 
tional equipment needed to process local, 
milk, the decree says. The government ~ 
willalso | hten control on T of milk us 
“Taw materials: | 



































shares on the stock 
ity to cooperatives 















price can be наан "E 
August 3, Sumarlin replied to Vawser, ` 
through the Australian ambassador: in 
Jakarta, that the transfer of shares from 
АРС to Nahar would indeed receive 
Jakarta's approval. Sumarlin, who.is also 
vice-chairman ‘of the Na Develop- 
ment Planning Agency (Bappenas), re- 
peated the principle that transfer of shares 
must be agreed to by shareholders 
cerned and its price and terms of payme 
must be fair and reasonable. | 

Nahar’s ‘political ‘itifluence seems to” 
have prevailed over Singh's manoeuvres. © 
Висте story has been complicated bythe ^ 
action of the East Jakarta district courtto ^. | 
attach, Indomilk's land, buildings and 
machinery, in lieu of the ADC shares in. 
Indomilk which are in Australia. The ate- 
tachment order issued'on August 7 and _ 
executed on August 9 has not so far intere o 
fered with Indomilk’s operations. But the’ 
court has obviously decided that ADC has 
a case to answer. Singh. had complained 
that ADC failed to honour the артеетеп ie 
of September last year. 

— SUSUMU AWANOH ARA 



































ed by a surplus - 


e AT Big last, short-term United 
States interest rates are moving towards 
real levels compatible with the resump- 
tion of modest economic growth. And 
‚ even bond yields have. taken. a. tumble, 
| rewarding those. who had the nerve and 
‚ Stamina to enter, and stay in, that.mar- 
` ket over the past year. However, it is dif- 
ficult to see either long or short rates 
„going into a free fall, despite the impact 
of recession which has curtailed invest- 
ment plans on a global basis. While cre- 
dit: markets continue to get bouts of jit- 
ters over:the size of the US budget de- 
ficit, а factor which.could prove as im- 
portant in keeping real rates abnormally 
high for a. while to come has gone rela- 
tively: unnoticed: in the marketplace. 
That is the global. liquidity squeeze, 
dramatically illustrated. by the World 
Bank table. First, the bank estimates the 
global sum of current deficits will hit a 
record this year of US$58 billion, a 55% 
increase on last year. Worse; the major 
industrial countries will have a surplus of 
. US$15 billion compared with only US$2 
billion in 1981 and a deficit of US$40 bil- 
lion in gos 





GLOBAL CURRENT-ACCOUNT BALANCES 


(Excluding official transfers} 
(US$ billion) 


Ali developing : ; 
countries ; 
Oilimporters => 
Oil exporters 
Higitincomte ой. 


Industrial market 
economies 
World: ; 


- To a large extent, global liquidity is 
created by the deficits of the major con- 
vertible-currency nations — the US, 
West Germany, Japan, Britain and 
France.. A surplus represents a move- 
ment of resources back to them. They 
are all following restrictive. monetary. 
policies. Thus the global credit squeeze 

“is likely to continue not only until they 
relax, but until the relaxation flows 
through to the rest of the world in the 
form of a return of the industrial coun- 
tries to current-account deficits. 

The swing of the industrial economies 
into surplus has been achieved largely at 
the expense of high-income oil export- 
ers. But as Shroff has wárhed before, 
though the decline in oil surpluses owing © 
to the fall in the oil price is beneficial in 
the medium term, in-the short term it 
aggravates liquidity problems for de- 

loping countries Бу transferring re- 





sources to the industrial nations. 
€ ONE of the few places where credit 
remains very readily available is Hong- 
kong. Advances by banks and deposit- 
taking companies (DTCs) -for use in 
Hongkong rose by 18% in the first six 
months of this year following a40% in- 
cease іп 1981. — 

The REVIEW has long argued for ef- 
fective liquidity. controls as a tool of 
monetary management. At present, 
liquidity can be manufactured at almost 
nil cost through offshore inter-bank 
transactions. For purposes of specified 
liquid assets, local inter-bank assets 
must be stated net of liabilities, but 
offshore ones are counted on a gross 
basis. Thus liquidity controls have no 
substantial impact on growth of credit: 
Now we find ourselves in the -distin- 
guished company of Hongkong and 
Shanghai Bank economist D. K. Patel: 


Writing in the bank's latest. monthly 


Hongkong Economic Report, Patel ar- 
gues that part — 3-5% — of the specified 


: liquid assets that banks and DTCs must 


hold — 25% of deposit liabilities — 
should be in cash. This would amount to 
a freezing of a portion 
of assets. The ratio 


could be altered by | 


the government to in- 
fluence the growth 
rate of lending. 

Patel also urged 


115.2 j~ 109.2 : Я Т 
that a maximum ratio 


be set for balances 


abroad. This would 
make liquidity defini- 
tions more meaning- 
ful for monetary-con- 
trol purposes, but 
without impeding the 
inflow of capital that 
would result if offshore inter-bank posi- 
tions had to be netted out. Shroff com- 
mends Patel’s proposal, with the rider 
that liquidity provisions should be 


| amended so that they apply only to 


Hongkong dollar deposit liabilities, not 
to foreign-currency ones which have 
been growing rapidly since interest tax 
on them was abolished earlier this year. 

The proposal would undoubtedly help 
the local banks which at present are dis- 
advantaged by having — if they are not 
to expose themselves to exchange risks 
— to keep liquidity in Hongkong, 


' thereby depriving themselves of lending 


opportunities, rather than manufactur- 
ing it offshore. Patel claims this gives 
foreign banks “a marked competitive ad- 
vantage over local banks, which can only 
become more pronounced as margins 
shrink in a vastly over-banked market." 

One could add that foreign banks’ re- 





lative: margins — and poss: 

shares —- are probably i improving 
the recent end of the interest-rate ag, 
ment..on deposits of more t 


banks : are finding 
selves directl 


must — regardless of paren 

slightly more than the bank 
However, if it is 

patheti¢ to loc 

grounds of the ef 

ee d is no 


posit rates low a 
particular adv 
Perhaps badly 


low of 906 on the Han 

978 close. With the re 
recovery later tha 
everywhere — th 

up 83 points t 

looked a real wizard. Remo 


Hutchison Whampoa. | 

ments of associates and. рг 

tees to joint-venture pa 

dens that will not be lifted just 

of a point or two in.interest 

cent largely. indiscriminate 

the market has presented buyin; 

tunities in utilities, tradin 

turing. But many proper 
have yet to prove their long 

ings potential, or that 1997 

not affect the willingness of peop 

vest in the future (b 
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` Standard 


Product value results from solid 
design, quality parts, precise manufacture 
and the calibre of before and after sales 
support. 

Caterpillar achievements in these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the voli. 
Last year alone, Caterpillar invested 
almost US$350 million in research and 
engineering to make our Bow more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Asia 
provide Bn died before and after sale 
customer support services called 


CAT PLUS, to help Cat 










product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types ind sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to lead it. As producer of the world’s 
most complete line of heavy earthmoving, 
material handling and diesel/ natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 


subi seed à and: seven come ne 
e: De When the Waters re- 


and for timber has iu badsted by | 


recent boom іп housing construc- 


out 7 million units of new housing 
ilt last year, after nearly two de- - 


total rca (REVIE 


urning wood for cooking and 
recognised as extrav. 


er source of energy. Chii 
the development of hous 


icultural and human wastes. ‚(їп most |. 
rural China crop stalks аге burned as- 


destroying most of their potential 
alue às fertiliser.) But so far there has 
no noticeable Bree in the con- 


been: ineffective in the face of de- 
а for wood as fuel and timber and net 


the only objective of fores- 
try units was to meet and 
surpass output quotas. They 
reaped but did not sow. 

After a national confer- 
ence on forestry in February 
1981, attended by Chair- 
man Hu Yaobang and Pre- 
mier Zhao Ziyang, à joint 
decision by the party central 
committee and the State 
Council was issued outlin- 
ing the following policy 
guidelines: 

> Stabilise ownership 
rights of forest lands and im- 
plement responsibility sys- 
tems in forestry. 

» Unify local timber management, es- 
tablish quotas and rotating zones for log- 
ging and ban timber from free markets. 

» Develop multi-purpose uses of wood 
by-products and waste, such as. particle 
board, and promote use of timber substi- 
tutes in construction (including metal pit 


props in mining, cement railway sleepers, 
| and metal door and window frames). 


» Expand belt plantings, windbreaks, 
commercial timber and nature preserves. 

» Reorganise financing for the forestry 
industry and establish funds for growing 
and cultivating saplings. 


* Develop forestry science and educa- | 
| tion. : 


"The Sichuan floods a few months later 


| lent urgency to these policies. New pro- 


vincial regulations extend to forestry the 
so-called responsibility system, which has 


-| successfully boosted agricultural produc- 
-tion by making farmers into quasi-private | 


producers. 
Sichuan regulations issued in June of 


this year allow individuals to.own the pro- 
-ductive capacity of mountain and hillside 
d 


and assigned to them under contract. 

ownership will formally reside with 

- collective. unit, but ownership: of 

timber or orchards on mountain land will 

reside with individual fatmers and can be 
inherited. 


The price 
of neglect 


Increasingly, China has - 
to turn overseas 
for wood products 


Hongkong: Declining forest reserves 
-coupled with rising demand for lumber 


have led China to increase vastly its im- 


ports of wood and wood products. 
Lumber imports were insignificant until 
| 5, when they rose to US$9 million, 
1 to US$28 million by 1978, reach- 

5 million i in 1980 and US$ 











ps. Lo ША ү been 
cut back. Timber output in Sichuan last 
4 n tonnes, a dropof 

subsidies of Rmb 40. 


located as “private | : 

The Ministry of Forestry claims that 
more than a billion trees were planted 
nationwide in the high iblicised tree- 
planting campaign last spring. The ques- 
tion is, how many will ved A reader’s 
letter to the Chengdu newspaper Sichuan 
Daily in June claimed that 50% of the 
newly planted trees. in the province were 
destroyed over the winter of 1981-82. 

New saplings need an extraordinary i 


sport of herbici 
fast- -growing shrubs: 


themselves. ‘Hybrids developed forcom- 
mercial tree-harvesting grow quickly, but 


| they must be carefully inatched to the 


micro-climate ‘and soil characteristics of 


‘each site. So far modern commercial tree- 


farming technology is not being applied on 
a wide scale in China. 
Adapting the responsibility: system, to 


forestry may improve the di 


rate of saplings, but it is no 
family-based forestry managen 

can be made economically feasible. As- 
suming thata newly planted tract of fast- > 
growing commercial trees could be har- 


vested tn 20 years, each household would 


require 20 individual tracts, each big 
enough to provide one year's income. 
Even with subsidies continued indefi- 
nitely, prices for timber will have to be 
kept very high for the plan to work. Buts so 
far, nothing else has., 


China’s Быз ^ in Кик 8 
timber market were estimated at US$5.2 
million for the first quarter of 1982, al- 
ready surpassing twice the level of 1981 
purchases. The Singapore Busin 
Times said Peking has purchas 
quantities of Indonesian plywoo 
past few months as well, Total pl 
imports last year were about US$37. 
lion. 

Imports .of paper and pape 
have soared since 1976 from U; 
million to US$253 million last year. | © 
Wood pulp and waste paper imports | 
have followed closely behind, from 
US$55 million in 1976 10 US$194 million 
in 1981. In all, combined imports. of 
lumber, plywood, paper.and pul 


123 | year totalled PBPA і 
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plex and loans it made for upgrading 
petroleum industries and small busines- 
ses. Although UOB claims not to be un- 
duly concerned, the DBS performance 
` must surely seem a daunting prospect, 
` raising the question of whether it will in fu- 
ture continue to trail the government-con- 
trolled bank. 
With combined government interests of 
more than 50% in DBS through the gov- 
"ermment's giant investment company, 
; Temasek Holdings, and through the Post 
- Office Savings Bank (POSB), DBS has 
dealings with more than 200 Temasek- 
held concerns. 


moreign bankers also maintain that DBS 
has a "special relationship" with the 
official Economic Development Board 
(EDB) in that many new foreign investors 
are ushered gently from the EDB's offices 
in the World Trade Centre to the DBS 
building in the heart of the Shenton Way 
banking distríct. DBS group profits after 
tax rose 62% last year to $$113 million, 
while UOB's net rose 44.5% to S$133 mil- 
liori, reflecting increased lending and 
higher prime rates. Net tangible assets per 
share for DBS rose to $$3.20 from S$2.80, 
while UOB’s rose from $$2.22 to S$2.47. 
DBS' dramatic growth has been helped 
largely by its substantial borrowings from 
«the government, which probably made up 
.the bulk of its S$1.8 billion worth of long- 
term borrowings last year, and its domina- 
tion of government-initiated financing 
schemes. Such borrowings reflect DBS’ 
obligation to act as a conduit for govern- 
ment funding of industrial and business 
promotion schemes. 

DBS also acquired last year several 
large property-development, projects, 
managed and underwrote the largest pub- 
lic: 
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million issue.by | 


opponent, its growth 
. facilitated ^or  re- 
Strained at the gov- 
ernment’s will. 
Further evidence 
of the advantage DBS 
has is that it is viewed 
by the public and 
banking circles alike 
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661 
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cure, with an unwrit- 
ten government 
guarantee. This feel- 
ing is reflected in the 
high rating of DBS in 
the stockmarket. 
DBS shares currently 
yield some 2.3% and 
enjoy a. price-earn- 
ne (p/e) ratio of 14 whereas UOB's yield 

4.3% with a somewhat more modest p/e of 
11. One commonly-cited reason for these 
disparate ratings is that while DBS 
shareholders can be “bailed out” by the 
government in any financial difficulty, 
UOB shareholders are believed to be 
more exposed to risks. UOB has.a higher 
foreign shareholding content than other 
local bank, currently. more than. 15%. 
This is seen in one sense as a strength 
though on the other hand it could lead to a 
surge in UOB shares on the local market if 


for any reason foreign institutions decided © 


to restructure their portfolios. (There is à 


20% limit on foreign shareholdings. in 


local banks.) 
DBS last vear introduced an.auto-save 


facility which automatically transfers un- _ 


utilised current-account funds into. in- 


RESOURCES 


As China's timber reserves continue to dwindle at 
an alarming rate, measures are sought to stop the rot 


By Robert Delfs 


Hongkong: Of the vast. forests: which 
once covered China east of the grasslands 
and desert, only a few scattered pockets 
now remain — about 1:2 million sq: kms, 
or 12.7% of the total fand area. In abso- 
lute terms, these forest reserves are still 
the largest in Asia, ranking about sixth in 
the world. But set against population, 
China has only a tenth of a ha: of forested 
land per person. 

Timber production last year was. 49.4 
million cu. ms, down 7.876 from 1980 
is almost twice the level of the 


уйше | 


loans amounting 
DBS сше the first ban 
drawing rights (SDRs 
. negotiable cert 


American iiber production. 

; least three times more 
5 fuel in energy-poor г 
is roduced as timber. Ti 


as unquestionably ses 








З eg 
terest. "With that petition having | 
flat, banks are now watching what bene 
the facility: will bring to DBS. 

All of this leaves UOB chairman: 
Cho Yaw sanguine, at least publicly. «| 
not worried about UOB being able 
match the growth of DBS — or of OC 
for that matter,” he says. “The succes 
other banks should. indicate to us. 

there is obviously more room fo 
^ment in our own organisation. 
Indeed, bank ófficials a 
emphasise the compe: 
tions between De Big | 











































































ing role in thi 
pore and, d 


lent as DBS. UOB's loans epo: 
is-below-75%. compared to 

‘DBS has had.two or three ma 

bad debt, including a US$4.8 mil 

to the: Seibi group of Japan, whic 
lapsed. UOB has had no reported si 
cant ba debis; However; тау | a 


ys “ай at presen 
they mean a willingness to ac 


; loan-deposit ratios and to undertake | 


gerand long es term loans. 





world E but it is quick y cor 
ing.China's forests. | 

Deforestation is nota | 
non.. The northern China p ! 
edge of the. steppes to the Cha ni 
(Yangtze river) was deforested by 
of the Tang dynasty 
rate at which remai 
lost has quickened. - 

Except in the northeast and | 

olia, consumption . hı 
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| This announcement appears as a matter o З ae 
us AUGUST 1982. 


a LYER QUAY PROPERTIES LIMITED D 


(Incorporated in Singapore under the Companies Act Cap. 485) 


$$50,000,000 


10% Per Cent. Guaranteed Bonds 1988 


Unconditionally and irrevocably guaranteed on a subordinated basis 
as to payment of principal, premium (if any) and interest 


ee by | 
HE ONGKONG AND SHANGHAI BANKING CORF 


(Incorporatedin Hong Kong with limited liability) 


Issue Price 99% per cent. 





Managed by 
WARDLEY LIMITED 


. THE DEVELOPMENT BANK __ OVERSEAS UNION - 
OF SINGAPORE LIMITED —— BANK LIMITED — — 


POST OFFICE SAVINGS BANK ! STANDARD CHARTE ED | 
OF SINGAPORE = MERCHANT BANK ASIA LIMITE 


UNITED OVERSEAS BANK LIMITED 


Палоону! also participated in the Underwriting: - 


Banque Natioriale de Pars (South East Asia) Lied Fire Chicago Asia Merchant Bank | 
| К-Вапк Corporation Inc Morgan Guaranty Pacific Limited 


. DBS-Daiwa Securities International Limited Haw Par Merchant Bankers Limited 
i Jardine Fleming (Singapore) Pte. Limited. Morgan Grenfell (Asia) Limited 
Singapore-Japan Merchant Bank Limited — — Singapore Nomura Merchant Banking Limited. 
ul Hung Kai Securities (Pte) Limited | Tat Lee Bank Limited 


ardley Limit : 















(was fast to se р 


news that Chung Khiaw Bank ha been in-- 
. directly acquired by. London investment. 
group Slater Walker through its purchase . 


of a controlling stake in Haw Par reached 


Wee, he calculated that the British firm. 


г would be interested in divesting itself of 
Нам Par's interest in Chung Khiaw, since 
| government policy would not allow foreign 
interests to own a local bank. Acting swift- 
Чу, Wee bought Haw Par's 49.8% stake in 
.Chung Khiaw before competing banks 
¿were even aware that it was being sold. 
пе stake was raised to 82% in 18 months. 
It was Wee’s warm personal relation- 
ship with Richard Eu, chairman of Lee 
` Wah Bank, that helped foment the merger 
of UOB and the Cantonese-funded bank. 
By then, Lee Wah's clientele had spread 
beyond the Cantonese community and 
2 UOB's beyond the Hokkien group; the 
“merger reflected a simple calculation that 
the. marriage of assets, shareholders’ 
` funds and management expertise could 
"not but bear fruit. 
= Нож does UOB see its future? Wee is 
optimistic that the domestic market for 
banks will grow proportionately with the 
total growth of the economy, so there is 
- still ample scope for ООВ” local expan- 
sion. However, he sees UOB becoming 
niore involved in fee-based activities such 
таѕ fund management and custodian ser- 
vices, which he says are relatively new ac- 
: tivities for the group. 
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in Chinese banking methods led Kwong 

-Yik into financial difficulties — through 
excessive loans to its directors — and it 
was liquidated in“1913. The failure. of 
Kwong Yik caused the government to 

amend the banking ordinance to limit ad- 

: vances by banks to their directors and of- 
ficers. 

. The next Chinese bank to be set up was 
the Four Seas Communications Bank, es- 
tablished in 1906 by a group of Teochews. 
Its strong cash reserves and conservative 

‘lending policies enabled it to survive the 
: financial panic resulting from World War 
“J. It is today the oldest surviving bank and 
ndis an affiliate of the Oversea-Chinese 

; Banking Corp. (OCBC). 








Phree other Chinese banks were estab- 


lished in the second decade of this cen- 

tury — the Chinese Commercial Bank in 
1912, the Ho Hong Bank in 1917, and the 

. Oversea-Chinese Bank in 1919. АП three 
> catered mainly to the Hokkien community. 

“The Ho Hong Bank was a pioneer among 
‘local Chinese banks in foreign-exchange 

transactions, while the Chinese Commer- 

cial Bank was.important-in popularising 


the use of | current accounts Among ; 


. Chinese: businessmen: i 

-To . overcome “financial - difficulties 
caused by the great Depression of the 
early 1930s, these two banks merged with 
the Oversea-Chinese Bank in 1932 to form 


+ tod 


the OCBC, Singapore s third largest bank | 
‘behi ; 


For (he f present, competition among Singapore’ s bic local. 


Singapore: The question of competition 
among Singapore’s “Big Four” local 
banks — the United Overseas Bank 
(UOB), the Development Bank of Singa- 
pore (DBS), the Oversea-Chinese Bank- 
ing Corp. (OCBC) and the Overseas 
Union Bank (OUB) — may be seen to be 


centred on the performances of DBS and. 


UOB. Both banks have adopted the latest 
American-style management techniques, 
settling for a relatively high degree of de- 
centralisation of power (with. decision- 
making based on a committee of managers 
rather than the chief executive) and up-to- 
date statistical tools. Both, too, have ac- 
tively participated in international .loan 


syndications and have borrowed actively |: 


on the international market through float- 
ing-rate note issues. 

By contrast, Singapore's third- -largest 
bank, OCBC, has been unresponsive to 
sophisticated borrowing instruments such 
as floating-rate notes and has yet to enter 
the field of large international loan syndi- 
cations. The island’s largest bank until the 
1970s, OCBC has slipped behind UOB 
and DBS in terms of total assets, because 
of its conservative growth policies — 
which, it is said, are almost Huge Dani 


OCBC's conservative». lending policies 
today are often said to be the result of les- 
sons learned during the period of its foun- 
dation. Specifically, many banks were 
weakened at the time because they held 
shares in hard-hit rubber plantations and 


‘tin operations as security for loans. 


In the 1920s and 1930s a. number of 
other Chinese banks emerged — a dozen 
would be established by 1941. Among the 
most important of these was the Lee Wah 
Bank, set up by a Cantonese banker in 
1920, and the United Chinese Bank, es- 
tablished with S$1 million (US$467 ,000 at 
the present exchange rate) in paid-up ca- 
pital by a Hokkien merchant named Wee 
Kheng Chiang, in 1935. Twenty-five years 
later Wee Cho Yaw, son of the founder, 
became managing director of United 
Chinese, whose name was changed .to 
UOB 30 years after its founding. 

One way the Chinese banks differed 
from their European counterparts was in 
loan policies. Eschewing collateral-based 
lending practices, the Chinese banks often 
lent on good faith and personal and com- 
munity relationships. Business was mainly 


- geared to commerce, with very little in the 





. banks centres on UOB and the government-control ed DBS 


edly decided by iran Tan Chin Tua 
whose approach is reputed to be bas 
principally on common sense and histo 
cal experience that тау not always 
relevant now asit once was. CHR 
The fourth-largest bank, OUB, has a 
adopted US-style banking practices, Би 
is about a third smaller than.the oth 
three. Its currently rapid pace of e 
sion, however, could make it the equ: 
them in terms of assets and shareholde; 
funds by the end of this decade. Just tl 
months ago it acquired. (from UO 
9.25%. share іп the Asia Comm 
Bank, the republic's seventh largest 
raised OUB'ssta| | 


local takeover code. without bi 
outstanding shares. ^ - 
Throughout the 1970s; Ut 
largest assets of all four | 
banks and it registered the fast 
in shareholders’ funds; Last v 


. ever, proved a turning point. wien 


sets of DBS rose 57% to more than 
billion (US$5.1 billion), compared wi 
ООВ 29% growth to 539.7 billion. T 
increase reflected DBS’ investments 
ова of the пер Raffles a City 


transactions acce 1 commodity со | 
merce with Indonesia... 

After World War II, banks had the 
gent task of. spearheading- economi 
covery. The Overseas Union Bank, 
pore's fourth largest today, was fo 
in 1947 after an earlier incorporation ( 
reorganisation) in China. The Ch 
Khiaw Bank began its business in 1950 
tended as a “small man’s bank” to finane 
budding businesses. It also set up a mo 
van. branch that -drove to clie 
doorsteps. Singapore's sixth largest 
the Industrial and Commercial Bank, 
incorporated in 1953 and the Bank of 
gapore, now an affiliate of OCBC, wa 
tablished a year later. . 7 

Despite the’ proliferation 
Chinese banks and their efforts t 
their shares of the deposit base; howe 
a handful of foreign banks account 
about two-thirds of total depos 
more than 90% of overseas assets; : 
ing to a World Bank study produced in th 
mid-1950s. But as reflection of their m 
conservative lending policies, the fo 
ers' share of total loans and adv сс 


manufacturing or agricultural sectors. For | | 


financing, reflecting the commodity in- 
terests of the Sarawak-based Wee family. 


Indeed, until . the Malaysia-Indonesia . 


Confrontation in the 1960s, United 
mained mainly a trade-fi inance 
70: 





| United. Chinese Bank а - substantial | C 
amount of business lay in foreign-trade ү 


the two significant purchases of the period 
were of the Four Seas Communications. 
Bank and the Bank of Singapore. For 


ПОВ, its domestic комп ambitionsledit: 


bani 








year. Haw Par’ S recovery was presumably 
aided by ООВ: The bank and Chung 
Khiaw were among Haw Par's four ban- 
kers. Still, Wee, as chairman, seems to 
dt tussle un- | have reorganised the conglomerate ad- 
ts felt it should | mirably, particularly its marine side. 
fray and by doing | There was, considerable movement of 
ation as a respon- | funds, resulting from sales and purchases 
ink, UOB's offer to | of properties and investments last year, 
million Singapore Fi- | suggesting perhaps that Haw Par was still 
3.40 cash each could | being streamlined. Wee maintains that 
ank S$40 million, a price | though dividends from Haw Par are mini- 
cs saw as far too high, particu- | mal — last year, it paid 6'S cénts a share, 
JOB already had its own finance | yielding about $$2.3 million to ООВ — he 
лу. Wee himself said later that the | believes Haw Par will be “a major flagship 
ad become emotionally charged | of Singapore industry" and that "the close 
t the bank decided not to pursue it | association between Haw Par and UOB 
ther. UOB sold off its stake because it | will be mutually beneficial.” Indeed, Haw 
ИЧ not control Singapore Finance, Wee | Par must be a substantial client of UOB. 
: net | Last year, its borrowings totalled more 
than. S$58 million and the year before, 
S$97 million. Its strong earnings in recent 
years also must add something to UOB's 
share value. However, the current reces- 
sion is likely to. upset ООВ” hopes for 
«continued high profits from Haw Par... 
UOB has fared less well in the perfor- 
“mance of its property arm, UOL. The land 
J decision to buy а control ‘company seems to have timed its pur- 
4n Haw Par, of which Wee is | chases badly in several instances, buying 
irman, would seem to be vindicated by | at peak prices and. having to sell into a 
ct that since 1979 its fortunes. have depressed market. For instance, it pur- 
chased prime residential land in Orchard 
Boulevard at about $$2,500 a sq. m. at the 

























on this project (against an earlier estir 

of. some $$18 million). : 
` But UOL's biggest. mistake may: prov 
to have been the timing of its purchase ofa. - 
prime site at Mount Echo, near Orchard | 
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the peak period of 1973. Development Я 
plans for the site have yet to be approved . 
by the government and UOL has 
nearly S$40 million in interest cost 
analysts estimate. It would be difficult 
make a profit on the project. UOL's 
ings have been erratic, ranging from 
of $228,000 іп 1978 to S$8.7 million si 
year, when UOB. received about S$2. 

' million in dividends. 


U has come a long way since 1958, _ 
when Wee joined the bank as:a direc 
tor. Recalling the 1950s and early 1960s, 
Wee said his only’concern was to make 
profits for shareholders. He never envis- 
aged nor intended that UOB should one 
. day become Singapore’ s largest bank. 
Nonetheless, that is what it has becomie, in 
terms of net worth, though DBS is some- - 
what bigger in total assets. And Wee, who 
once said he did not originally want to be- 
come a banker, now says: “Banking is my 
first and last love." 

Much of the credit for UOB's meteoric 
rise must go to Wee himself, who became 

















ntroversy apart, Wee has fared well 
h UOB' investment in Haw Par. Haw 

| -the red for several years 
cided to buy a stake in it in 

























гоп а loss ‘of 564 million i in 1978, the 
























|. The growth of Singapore's banks. sina согу! tiedto - 
the development of the Overseas Chinese community . 


гак састет UE Roots i in a mic ra n ' past - 
INDEX 


Singapore: Viewed through the lens of 
The Far Eastern Ec history, the activities of the United Over- 
ow: нА pne dart | | seas Bank (UOB) over the past decade- 
kh dels by category and date | | and'a-halt = ite expansion into interna- 
Foe te Bs pisci: in the quisitions on the domestic front — repre- 
b Базы Sohne € ona | sent a new chapter in the growth of a 
terly basis. Subscribe now and | | Chinese banking community which is al- 
ach quarterly index will besenttoyou | | most as old as this century. Indeéd, chair- 
omatically as soon as it becomes | | man Wee Cho Yaw’s insistence today that 
ailable. A vital research tool, the | | UOB's banking activities and its future 
eview index will save hours of need-. | | will remain. rooted in Singapore reflects 
55 searching for information. ORDER nothing so much as the historical relation- 
OURS TODAY! . Only. HK$115 ships developed: between the Chinese- 
US$20) for 4 quarterly issues. Just owned banks and the communities they 
omplete the coupon below and send serve. 

"Our customers were predominantly 
Chinese who felt more at ease dis- 
cussing their financial problems and re- 
quirements with their Chinese bankers," 
Wee says in recounting the bank's history. 
"Furthermore, Singapore was still a 
colony under the British administration 
:| when I joined the bank and there was cer- 
| tainly little hope of becoming an interna- 
tional bank under the circumstances." placing of collateral. 

Those circumstances effectively date The first local Chinese bank was 
from the beginning of banking in Singa- | founded in 1903. Called the Kw ng Yik 
pon in Pe when.a тирет of foreign | Bank, i fered largely the 


banks but including Алетай and Dutch 
companies, opened branches here and in 
the Malayan Peninsula. For the British 
"leaders — the Mercantile Bank, the 
Hongkong and Shanghai Bank and Char: 
tered Bank — business was mainly in the. 
issuing of bank notes and in the finance of | 
import and export trade for foreign . 
businesses such as plantations. Access to 
Chinese depositors was limited and in 
most cases their deposits were gathered 
through middlemen, or compradores. . 
‘The need for Chinese banks arose with 
continued large-scale immigration fror 
China during the 19th century and the r 
sulting growth of Chinese retail trade. The 
newcomers immediately ‘complemented 
the services offered by the large British - 
banks. While the British, European and 
American banks dominated foreign-ex- 
change transactions, Chinese banks had’ 
direct access to local depositors” busi- 
nesses, whose proprietors did not under- 
stand the formalities of Western banking, 
such as the signing of documents and the 



























































Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / 
enclose HK$115 (or its — in local 
currency) in payment. P Rug 


































































































Tus ANNOUNCEMENT APPEARS AS A MATTER OF RECORD ом Xe 


` SOUTH AUSTRALIAN OIL & GAS CORPORATION PTY. ио. 
USS180,000, 000 


MEDIUM TERM FINANCING 
INCLUDING THEREUNDER AN 
AS55,000,000 
SUBLIMIT 


IN REFERENCE TO THE 
COOPER BASIN NATURAL GAS LIGUIDS AND CRUDE OIL PROJECT | 


US$180,000,000 
EUROCURRENCY FACILITY 


ARRANGED BY 


` CHASE MANHATTAN CAPITAL MARKETS ¢ GROUP 


LEAD MANAGED BY 
. CHASE MANHATTAN CAPITAL MARKETS GROUP 


| CHEMICAL BANK INTERNATIONAL OROUP : THE INDUSTRIAL RANK OF JAPAN, LATED | 
| THE MITSUI BANK, LIMITED | = n ; NATIONAL WESTMINSTER BANK GROUP - 
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5 soskeda up locally — often because of in- 
adequate loan demand. The UOB's over- 
seas branches are intended. to plug the 
bank into the international loan syndica- 


and f eig ransactions.- 
x | division headed 
d banker, Lim Poh 
of assets, UOB 
adications and 
‘came the first. 
p funds from the in- 
hrough a convertible’ 
to make three 








trade financing, since it is more conve- 
nient for exporters to borrow funds from a 
bank which has a branch in the country to 
which they export. UOB officials say the 













































sues between 1976 and | foreign branches. are definitely not in- 
and this year, it co-.| tended (nor are they allowed) to engage in 
international syndicated | the business of collecting deposits. 


he two nd in Asia in Not content with its 54 group branches 
in Singapore, UOB is preparing to open 
:yet another branch. UOB sources said 
the bank would set up even more 
branches if the government would grant 
more licences. The government has to 
take account of the competitive situation 
between banks, including its own Post Of- 
fice Savings Bank, in deciding branching 
"policy. 

Even its competitors willingly admit 
that UOB has been a 
trend-setter in consumer 
services. For example, it 
was the first bank to in- 
troduce automatic teller 
machines outside bank 
premises to provide 24- 
hour deposit, chequing, 
cash-transfer and with- 
drawal facilities. 
machines were installed 
at all branches by the end 
of 1980 and in 1981, depo- 
.Sits grew by 22% com- 
` pared to 16% the previ- 
ous year. The bank. will 


асаа ВАМК 
SELECTED RATIOS 


192]-2.04| 2:221 2.47 


























37 | 35. 3.6 soon be the first to set up 
к : 53 di drive-in automatic teller 
244 | 256. 270. machines. 
148 | 161. 13.0 _ UOB's tremendous 
0. 0.3 0.1 growth has drawn admi- 
ani 99 117 : ici ; 
| 1 ration, .suspicion апа 
B NW 17 perhaps envy from both 
235 |. 226 | “competitors and inves-. 





tors. Admiration, be- 
cause it was able to inno- 
vate and move quickly away from the in- 
| ward-looking heritage of traditional 
| Chinese banking practice which increased 
p ‘| capital only by raising the stake of existing 
e close to buying control of the | shareholders or through public issues, and 
ican City Bank in California in late | aimed loans at the domestic market. 
according to informed sources, but | UOB, in addition, raised funds through 
ed its mind. Wee refuses to disclose share swaps. and acquisitions. In other 
cts surrounding the near-purchase. 
jaintains that “the least said about 
ter, the better it would be for all 
d." Wall Street securities house 
n Brothers was rumoured to have 
OB an optimistic assessment of 
roposed purchase. Wee says UOB 
itinue to look at investment oppor- 
the US, but did not elaborate. і 


issuing to its own shareholders but as a 
currency to finance the aquisition of other 
business assets. Of rival Singapore banks, 
only OCBC has adopted this tactic. UOB 
was suspect to some because it grew too 
fast for comfort. The rapid expansion of 
share capital through rights issues and. not 
-infrequent share swaps made stockmarket 
“analysts feel that UOB shares might be 
bject to frequent price swings.. 

“That has not been the case, but some in- 
vestment analysts do feel UOB has ‘in- 
- vested too heavily in non-banking assets. 

owe b nking assets (at book 


seas expansion and domestic conso 
lidation are two sides of a coin. The 
apore market is seen as highly limited 
ts small population of 2.5 million.and 
e problem is exacerbated, says Wee, by 
government's liberal on the: 











tion scene as well as to increase its share of | 
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words, it used its own shares not simply for. 





55229 milon, compa d to S$155 million 
from operations. Nearly $399 million of 
those . funds. was. invested in. | 
companies (analysts - y in На 
Par) and about $$43 million was used to 
purchase quoted and unquoted share 
1980, UOB invested $$48 million’ i 
sociated companies (mainly in UOL). 











here was also apprehension among. 

analysts over the quality of earnings of: 
some UOB. subsidiaries last year. For 
example, 33% of the profits of UOF last: 
year was from sales of investments, pre- 
sumably shares. And 62% of the profits of 
United Overseas Insurance (UOI) was: 


also from sale of investments. But thelow с 
quality of earnings derived from invest 7. 


ment in shares generally within the group: 


last year was more than reflected inthe re- 


duced profitability of UOF and United In- 
ternational: Securities (UIS), another 
wholly owned subsidiary, in the first six 
months of this year; UOF's half-year pro- 
fit was up only 16% compared to 86% for 
the whole of last year, while UIS made an 
after-tax loss of S$250,000 owing to. di- 
minution.in the value of its investments. 

Although UOB’s last accounts implied - 
that various subsidiaries were beginning 
to drag on UOB's overall profits growth, 
this: adverse. trend did not. become really 
apparent until the interim figures (to June 
30) of UOB's current year. These showed . 
that while parent-company net profit rose. 
by 32% to $$46.4 million, overall group 
nêt profit rose just 4% to S$65.5 million. 
UOB also departed from its usual practice 
of stating interim profits before tax which 
led some analysts to suggest that UOB had 
written: some losses off against: pre- ах 
profits. Losses on stockmarket invest- 
ments by certain UOB subsidiaries was a 
factor analysts cited as possibly underlying 
the poor overall interim performance. 
Substantially reduced profits from Lee 
Wah and Chung Khiaw banks (both of 
which have a heavy involvement in reces- 
sion-hit Malaysia) are thought to’ have 
been another factor. 


UOB often provokes E if for AU 


no other reason than its high profile; born 
of regular acquisitions and other moves. 
One controversial move was UOB's bid 
for Singapore Finance, a major local fi- 
nance company. In mid-1978, UOB and 
Singapore's largest finance company,. 
Hong Leong Finance, announced plans to 
buy all of Singapore Finance's shares. 
UOB began bidding by offering Singapore |. 
Finance shareholders $$3 a share. At that 


time the net tangible assets of Singapore. 


Finance were valued at $$1.79 a share and : 
its market price prior to its suspension for... 
the takeover bid was $$2.55. By De- 
cember, after a series of offers. and 
counter-offers from both parties, UOB 
was offering one new UOB. share with a 
market value at the time of around $$3.15 
for one Singapore Finance share or an al- 
ternative cash offer. of S$3.40 | 










trail of diversified expansion 


By F. : 
Singapore: he United Overseas 
Bank (ООВ), "опе of Singapore's most 
dynamic financial institutions and one of 
the "Big Four" local banks, the path to 
` prominence was às rapid as the growth of 
the republic itself. When its name was 
changed from United Chinese Bank in 
1965 — the year Singapore gained full in- 
dependence — UOB had a paid-up capital 
of S$8 million (US$3.7 million). By 1970, 
with Singapore launched on its path to be- 
coming a regional financial and commer- 
cial centre, the: bank's capital had leapt 
76%. to S$34 million, 15 times larger than 
in 1950 arid the fastest rate of growth for 
any local bank. 

But the 12 years since 1970 have been 
the most dramatic period of growth for the 
bank, during which it has matured into 
one of the largest banks in Southeast Asia. 
The 1970s were a decade of feverish ac- 
quisitions, mergers, diversification and in- 
ternational expansion for UOB, which 
took it from being the fourth largest local 
bank to top spot in 1980 in total assets — a 
position onb, ,ecently lost to the z^ ‘ern- 
ment-backed Development Bank of Sin- 
gapore (DBS). 

UOB's China-born, 
man, Wee Cho Yaw (53), has maintained 
that he-had no blueprint for the bank's 
growth at the outset; but that its growth in 
the 1960s and 1970s wast "mainly the result 

Of our responding to opportunities when 
they arose.’ 






Indeed, the mid- 1960s proved a water-. 


shed for the bank in more ways than 
one. The 1963 Confrontation: between 
Malaysia and. Indonesia seriously dis- 
rupted one of the bank's principal lines of 
business at the time — commodity-trade 
finance with Indonesia — and UOB was 
forced to undertake a thorough review of 
its banking strategy and operations. Ulti- 
mately this led to a far greater emphasis on 
diversification — and led the bank into in- 
dustry, property and other non-banking 
involvements. UOB has never been the 
same since. 

The bank's diversification was along 
lines net dissimilar to that of European 
banks, and Wee readily makes the com- 
parison. “Singapore’s banking system is 
similar to that in Europe, where banks are 
allowed to diversify into various sectors.” 
Wee defends this strategy, arguing that it 
was simply a matter of "spreading risks 
and diversifying portfolios" — concerns 
that still appear to-reflect Wee's: experi- 


An adventure in banking 


A top Singapore bank blazes a sometimes controversial 


| pore. The publisher may be given permis- 





pnis char- 





ence in the turbulent iun But he added: 
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; Discount Co. of Singapore was etup: 
the. Chartered Bank and two’ 
terests while Orient Leasing 
was established with a local bank a 
Orient Leasing Co. of Japan. UOB th 
year bought out the shares of Nikko 
Chase: ‘Manhattan in the merch: 













1970s the bank acquired substantial indus- 
trial holdings. It bought a stake in Haw 
Par Brothers International (which had 
suffered years of losses) and progressively 
increased this stake to 31% last year. Haw 
Par began to make significant profits from 
1979. In 1973, UOB set up a property as- 
sociate, United Overseas Land (UOL), in 
which it retains a 30% stake. 

There was also newspaper involvement. 
UOB took a 5% stake in Sin Chew Jit Poh, 
a Chinese-language daily, in 1978. Two 
years ago, it bought a 16% stake in anew 
English-language newspaper, The 
pore Monitor, which only in June this 
began publishing an afterm | 
New Nation, despite having be 
nally intended as a morning daily. 
was because ofa government “rationals 
tion” of the newspaper industry i in Singa- 


stantial experience which. 
carry out merchant bank 
from the mid- 1970s. 








































control, partly thi sho da | 
bank larger than i 

Bank had їп 19 

-$$500 million compa: 

million. In the. 


qui 

.Khiaw gave th 
largest banking network i ngapore : 
a substantial network i in Malaysia. Ch 
sion to become a morning newspaper in 
three years. 

Neiwithstanding this diversification po- 
Hey, UOB deepened its thrust into the fi- 
nancial sector. In the 1970s, it set.up.a 


Singapore and two in Hongkong, w 
Lee Wah had 13 branches i in Mal sia | 


seas finance (UOF), à 

nominee and i i 
sidiaries. : 
Faced with a lack of expertise in inter- 
national banking and sophisticated forms 
of merchant banking, money broking and 
leasing, UOB set up joint ventures involv- 
ing foreign banks. United Chase Mer- 
chant Bankers (UCMB), a joint merchant 
banking venture, was established in 1972 
with Chase Manhattan Overseas Banking 
Corp. and Nikko Securities of Japan; the 
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BankAmerica Cm. 
San Francisco 

Dai-Ichi Kangyo Bank, 
Tokyo 

Hongkong and Shanghai 
Banking Corp., Hongkong 

Bank Bumiputra Malaysia 
Bhd, Kuala Lumpur. 

Developme nt Bank of 
Singapore, Singapore 

United Overseas Bank, 
Singapore 

Malayan Banking Bhd, 
Kuala Lumpur 

Oversea-Chinese Banking 


Corp., Singapore 





The world's most versatile aircraft has taken on a new role to 
help desperate people anywhere. The Hercules hospital aircraft 
is now in service. It is the world's most complete emergency 
hospital aircraft. Nothing even approaches its capability. The 
giant flying truck has become a giant flying hospital. 

Like all Hercules aircraft, it does not need a paved runway 
to land and bring help to people. The Lockheed Hercules can 
land on dirt or gravel near the homes of needy people. The 
pictures below show some of the Hercules hospital rooms. 


For information, contact Director of International Sales, 
Lockheed-Georgia Company, Zone 1, Marietta, GA 30063, 
U.S.A. Telex: 542642, Lockheed Mara. 





^ AES 


The Hospital Aircraft. It is the first fully equipped, self-contained emergency care aircraft 


The Intensive Care Room. Here there are four intensive care 
beds with the most modern patient equipment— oxygen, 
aspiration and ventilating equipment, |. V. hangers and infusion 
lamps. The physician's station, shown in the foreground 
monitors all beds, records heart and other conditions 








The Operating Room. It includes a hydraulically operated The Examination Room. Here patients are examined to 
surgical table, an anesthesia machine, patient monitor and other determine what medical care is required. The Hercules Hospital 
advanced equipment. Aircraft also includes a complete laboratory 


rLockheed Hercules 


It's a fact that digital telephone exchanges are peculiarly susceptible 
to sudden changes in current. From lightning, power surges, or whatever. 

And since the ITT 1240 
is the world's most advanced 
fully digital switch, we've also 
had to make it the most 
advanced in protecting its 
circuitry. 

How? Through line cir- 
cuit technology. 

In effect, this technology 
is a way to isolate and pro- 
tect the individual lines com- 
ing into an exchange, so 
there's never more than a 
few volts of difference 
between them. 

A tall order. But not only 
have we solved it success- 
fully for today's ITT 1240— 

From lightning, for example. we're continuing to make big 

advances in the technology. 

There are good economic reasons for doing so. 

Over the long term, line circuit technology— a major part of the cost 
of the ITT 1240— will let us make the most efficient use of Very Large 
Scale Integration (VLSI). 

Which will help telephone administrations control costs, even in 
inflationary times. 

Economics aside, this System 12™ technology promises better cus- 
tomer service—in transmission quality, in the range of services available, 
and in so many other ways. 

The point is, improved line circuit technology is inevitable in digital 
evolution. 

And who should know more about it than the people who created 
digital communication in the first place? 

Which happens to be us. 





© 1982 International Telephone and Telegraph Corporation, 320 Park Avenue, New York, N.Y. 10022, U.S.A 


Hew de 
you protect 


a digital 
telephone 


system 
from this 
cruel world? 





What Morgan Guaranty’s 
expansion in LosAngeles means 
to multinationals and banks 


In the foreign exchange trading room of Morgan's new Los Angeles offices are, from left, John Hayes, operations; Irene Hashimoto, bankers 





acceptances; Patricia Hand, foreign exchange advisory; Frank DeBenedictis, foreign exchange trading; and Samuel Mills, banking 


Morgan Guaranty Trust Company 
has increased the number of officers 
and support staff in its offices in Los 
Angeles, and moved to new and larger 
quarters. Here both our international 
banking subsidiary, Morgan Guaranty 
International Bank, and our Los Angeles 
representative office have broadened 
the range of services available to clients 
all around the Pacific Rim as well as in 
the western United States 
Broad financial services 

This expansion reinforces our interest 
in the growth of the entire region, and 
demonstrates Morgan's commitment to 
serving the banking needs of multi- 
national companies and financial 
institutions. 

One example of what this means to 


vou is Morgan's new foreign exchange 
department, shown above. Now our 
West Coast foreign exchange traders 
and advisors, working with our bank- 
ing officers, can help you minimize 


currency exposures and take advantage 


of hedging and arbitrage opportunities 

Morgan Guaranty International 
Bank, which also has an office in San 
Francisco, is a major provider of inter- 
national loans, including those for 
acquisitions. Its other services include 
bankers' acceptances, commercial and 
standby letters of credit, and domestic 
and international collections 

A large bank, a *small" bank 
When you work with MGIB you are 
dealing with an "Edge Bank" that has 
capitalization of $220 million. Yet the 


The Morgan Bank 


close attention and personal service 
you get are those you usually associate 
with a small bank 

Through our Los Angeles offices 
you also have immediate access to the 
worldwide Morgan network of special- 
ists in the whole range of financial 
services, from cash management sys- 
tems to Eurobond underwriting, from 
export financing to private placements 

Ask Morgan 

For more on the added value in a rela- 
tionship with Morgan, get in touch with 
the Morgan office in your area, or write 
to Frank R. Rosenbach, Vice President 
and General Manager, Morgan Guaranty 
International Bank, 444 South Flower 
Street, Los Angeles, CA 90017; tele- 
phone (213) 489-9345. Member FDI 









ч тум trade and. cap- 


is essentially the responsibility of 









istrial countries," it says. This | 
ot only. оп the argument of en-~ 


self-interest — that Ше des 
tries” own exports and em- 
ill suffer from the current con- 


ensions created Бут 

nt would seriously Msi ed 

economic management." 
of. reasons for pessimism is 
ccording to the World Develop- 
rt: "Continuing recession in 
al countries (which also 
ns the threat of protectionist, mea- 
the developing countries’ adverse 
trade and depressed export vol- 


igh and more volatile interest rates - 


orrowing, and large 
burdens. For developing coun- 
most salient features of an un- 
ble economic outlook for. the 
less aid, continued weakness in 
prices, deteriorating export 
ities and poor prospects for com- 
rrowing.” 
nk does not attempt to treat the 
| Third World or its past perfor- 
nd future prospects. as one 
gencous whole. But there is no es- 
conclusion that no matter how 
is divided up — into lower-, 
and high-income countries or less- 
loped countries (LDCs), newly-in- 
rialised countries (NICs) and de- 
d nations all stand to lose. from 
protracted recession. 
ough the oil shocks (1973 and 1979) 
past decade and the subsequent 
ic recessions, the economies of 
die income countries performed bet- 
р sithe 3. 


.countries' trade has fallen faster than that 
| of (non oil-exporting) developing coun- 


тоге rapidly than expected) from the oil 














i971 1972 1973 1974 1975 1976 iem 1978 1979 1880 1961 7 
“Excludes China; такте Some 


countries. Policy flexibility, an open econ- 
omy and relatively high rates of invest- 


ment уеге ће key. “Among semi-indus- | 


trial-and. primary . producing countries, 


| those with outward-looking trade policies 
[among which the World Bank includes 


South Korea, ће Philippines, Singapore 


| and Thailand in Asia] generally adjusted. 
more mr than those with inward- 1 


looking policies. i 


omy posture lies in the general slow- 


zero growth by 1981. Although "world 


es to be an engine of growth | пи 


or many countries" — and industrial 


tries - — low-income countries have suf- 


pet from falling г А prices: 
And now. that the oil price (and con- 
sumption) has fallen and balance-of-pay- 
ments surpluses have moved back (much 


producers to the industrial countries this 


has not improved the funding outlook for. 


developing countries. 

“The oil-importing developing coun- 
tries have been dissuaded from additional 
borrowing by high interest rates, both 
nominal and real, and their receipts of aid 


flows have grown only slightly. The de-: 


cline in net flows (including untied, com- 
mercial bank loans) and the reduced avail- 


‘ability. of untied. balance-of-payments 


financing are an underlying reason for the 





DEVELOPING COUNTRIES’ GDP GROWT 


(Average annual % change) 





All developing countries * 
& Oilimporters : 
Low-income 
(Asia) 
ber meone : 


AID PRN 
f^ ЧОК Gab bo x) V 
АЕА 
Кә Кә OS tO re rm 












down in merchandise trade to the point of. 





























аскы liquidity difficulties - experi- 

enced by many developing countries." 

Overall debt-service ratios by oil-import- 

ing developing countries reached 1995 in 

1981 (compared to 9% in mme 2S 
While accepting the p: 

lar in the present U! 

“development. 










centrated. in the 







the World Bank 


і : | come developing countries have sufficient 
A major threat now to nis. open-econ- 











flexibility to continue (and finance from 
non-concessional sources) their ^ own 
growth only- if the . "international 
framework ‘of trade, opa and | auper 













y 
prices is "particularly peor" and develope- 
ing countries’ external adjustment “may 
have to be achieved by accepting lower 
growth, especially in the first half of the 
1980s." Trade-generating investment. in 
the OECD (mainly rich Western) coun- 
tries is held back by high interest rates and 
despite weak oil prices, many industrial 
countries are still not balancing invest- 
ment and savings at a level to ensure rapid 
growth. There are *valid reasons for fear- 
ing increased protectionism," and "no- 
thing is more likely to jeopardise the 
strong growth momentum built up over 
the past 30 years than a renewal of protec- 
tionism,” declares the bank. 

So-called * *south-south" trade (includ- 
ing trade with high-income oil exporters) 
now accounts for more than.7% of total 
world trade and more than a quarter of the 
south's exports despite trade restrictions; 
Nevertheless, ' "actions by the industrial 
economies [still]: 





























developing coun- 
tries," the bank con- 
cedes. And if its “low 
case? growth situa- 
tion comes about (as 
it now fears) then “the 
` prospects for a world 
of growing prosperity 
linked by efficient 
flows of trade, capital 
and labour will be 
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shape the outlook for | 






After 30 years: yof prosperity the 1980s could be a 





decade of austerity, warns the World Bank 


By Anthony Rowley oa 


Lee almost within a stone's throw of 
the White House and of Capitol Hill 
and under the shadow ofa reactionary Re- 
publican administration, the World Bank 
‘has deemed discretion to be the better 
part of valour over the past couple of 
years, So it is now with the bank's latest 
veiled, though. increasingly insistent, 
‘warnings about the consequences — 
economic, social and political — which 
could flow from the current recession. 

7 At several points in its latest. World 
Development. Report the bank seems on 





the point of accusing those Westernindus- 


trialised. countries which. have helped 
create 30 years of post-war prosperity of 
deliberately sabotaging it now in pursuit 
of narrower; national goals. But each time 
it tempers its obvious concern over what 
recession is doing to its developing-coun- 
try. clients with reluctance to ойон its de- 
veloped-country patrons. ~~ 
Nevertheless, the alarm bells are begin- 
ning to sound more clearly through these 
 mufflers. The world economy, says the re- 
port, is "at a low ebb” and has worsened 
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, Over the past year to the point where the 


World Bank now considers it quite possi- 
ble that its. "low case” growth scenario 
could apply throughout the 1980s. This 
foresees average annual growth rates in 
the industrial economies. of only 2.8%, 
modest annual growth of 3% in their im- 
ports, and export growth of only 3.8%. It 
also assumes high trade barriers, relative- 
ly low official development assistance and 
low demand for capital. 
All this, says the bank, “would result in 
a very different world in 1990. Lower 
growth in the industrial economies would 
tend to depress demand for primary pro- 


ducts and thus keep the prices and volume ` 


of developing-country exports. of these 


products down. Trade barriers, especially 


against manufactured goods; could tend 
to grow as a means [albeit self-defeating] 


1 of containing the.rise in unemployment in 


the industrial nations. As a result, adjust- 


ment problems would be exported to de- 


veloping countries." 


The bank offers some sympathy for the 


industrialised countries grappling with 


| $75 ,000,000 debt restructuring — 2 


in this transaction. 
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By Ted Morello 
York: A slowdown in voluntary con- 
yutions to the United Nations’ central 
-dispensing agency, the UN Develop- 
rogramme (UNDP), threatens to 
ously hamper UN development assist- 
to South Asian and Pacific countries 
r the next five years. A projection pre- 
by UNDP spells out thé impact of 
anticipated 40% cutback in previous 
ding targets for the 1982-86 spending 
cle in nine selected countries, from 

stan to Samoa. 
P administrator Bradford Morse 
icted that in the medium term, Third 
d development “will falter — in some 
collapse" because of the income 
fall and the resulting reduction of 
expenditures. An immediate con- 
nce is that one out of every five pro- 
is has had to be reduced in budget, cur- 
d in scope, rephased in schedule, pre- 
'aturely cancelled or postponed for ap- 


һе impact study, covering specific ef- 
s in 27 Third World countries, will be 
of the agency's documentation pre- 
d to the forthcoming UN 37th Gen- 
Assembly opening on September 21 
follow-up to UNDP’s spring govern- 
council session and the July meeting in 
eva of the Economic and Social Coun- 
(Ecosoc), to which all non-political UN 
ies report. Besides Pakistan and 
noa, the survey's Asia-Pacific section 
vers Bhutan, Burma, the Cook Islands, 
onesia, Laos, Maldives and Sri Lanka. 
he original financing target for the 
countries over the five-year cycle was 
504.65 million. Because of a precipi- 
decline in the growth of pledges from 
ernments to the wholly voluntarily fi- 
d agency (REVIEW, July 2), UNDP 
a worldwide 20% cut across the 
before presenting its budget to the 
meeting of its governing council. 
he problem arises not out of a reduc- 
in UNDP's donors' pledges but the 
of major donors such as the United 
States, the European Economic Commu- 
nity, Scandinavian countries, Japan, Aus- 
à and New Zealand to make custóm- 
increases in those pledges to allow the 
DP to stay ahead of inflation and ad- 
verse shifts in currency parities. The 
UNDP had set a 14% growth target for the 
hominal size of donors’ pledges for its 
1982-86 cycle but according to Morse, 
dges were down by 6% in nominal 
s in 1981 and 1982 estimates show 
only a 2% increase over 1981. 
< Now, ап updated review of likely 
(Везе: has prompted Morse to alert aid 
recipients to the prospect of a 40% slash. 
For the nine, that would represent a total 
loss of US$201.9 million, leaving only 
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US$302.8 million for development pro- 


| jects ranging from agricultural and civil 


aviation to education and fisheries prog- 
rammes. The UNDP's governing council 
is currently trying to get major donors to 
boost their pledges but progress will not 
be reported on until mid-September. 

In dollar terms, the greatest losers 
would be Pakistan, Indonesia and Burma, 
whose UNDP budgets would be reduced 
by US$47.2 million, US$42.4 million and 
US$40.8 million, respectively. However, 
the impact could be more devastating 
among smaller aid recipients because of 
their heavy dependence on UN assistance. 
Bhutan, for example, relies on the UN 





system for 15% of its national develop- 
ment plan expenditures. Because of a pro- 
jected US$14 million cutback, Bhutan's 
government has had to rethink the role 
and use of UNDP resources. 


he study singles out Maldives' situa- 
tion as "particularly critical" because 
nearly half of the proposed UNDP-as- 
sisted programmes for 1982 and 1983 are 
new phases of existing projects. There- 
fore, delay or cancellation risks loss of 
benefits from activities already completed 
or nearing completion. Already, UNDP 
cutbacks have resulted in cancellation of 
projects in such fields as tourism, the 
country's second-largest income earner. 
A Maldives project to develop primary 
education curricula and textbooks has 
been cancelled, affecting a drive to estab- 
lish 19 modern primary schools by the end 
of this year. In addition, a project to im- 
prove vegetable and fruit output, to cut 
imports and upgrade low levels of nutri- 
tion has been "substantially reduced." 


has also been “significan 
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on three planned airstrips 
reduced,” af- 
fecting commerce and tourism in the 
spread-out archipelago. Vocational train- 
ing in construction, foundries and basic 
electronics has also been cut back. UNDP 
funds generally finance the provision of 
such things as experts, technical equip- 
ment and contract services in developing 
countries. 

Pakistan has deferred at least until 1984 
a US$2.5 million project for preparing a 
national master power plan, a prerequisite 
for World Bank and other major donor in- 
vestments in the power sector. Postpone- 
ment or cancellation of irrigation and 
water-management activities jeopardises 
US$580 million in expected follow-up in- 
vestments. In industry, assistance to the 
Pakistan Automobile Corp. aimed at 
domestic manufacture of 80% of automo- 
tive parts has been delayed until 1984, 

Indonesia faces cancellation or start-up 
delays of UNDP programmes ranging 
from those dealing with civil aviation, 
sanitation and low-cost housing to small- 
farmer credit schemes and population 
transfers from overcrowded to sparsely- 
settled islands. One curtailment signifi- 
cantly delays training of nearly 2,000 civil 
aviation personnel for the US$400 million 
new Jakarta International Airport, al- 
ready under construction, and imperils 
the building or expansion of 257 domestic 
airstrips and airports in the 13,500-island 
archipelago. 

In Laos, the agency projection says, 
food security, export earnings and na- 
tional communications are "notably 
threatened" by the UNDP's expected re- 
trenchment, which will cost the country 
US$21 million in lost aid, notably in the 
fields of applied agricultural research, 
forestry management and telecommuni- 
cations. 

For Sri Lanka, the cutback to US$45.6 
million from the originally budgeted 
US$76 million will most severely affect 
forestry and water-resources projects. 

In Burma, where the planned UNDP-fi- 
nanced activities are the nation's largest 
technical assistance programme, 25 major 
projects have had to be deferred, includ- 
ing those for drinking water, agriculture, 
forestry, roads, mineral development, 
health and civil aviation safety. 

The two smallest UNDP aid allocations 
— originally US$5.25 million to Samoa 
and US$1.4 million to the Cook Islands — 
would be trimmed under the 40% formula 
to US$3.15 million and US$840,000 re- 
spectively. In Samoa, the blow would fall 
most heavily on projects for identifying 12 
new hydroelectric power-station sites and 
on village health programmes. 

In addition to the national aid reduc- 
lions, Asia-Pacific regional programmes 
face a total cutback to US$180 million 
from the original target of US$296 mil- 
lion. Among the hardest-hit projects will 
be one dealing with diarrhoeal disease 
control, energy development and the ex- 
pansion of a network of aquaculture train- 
ing centres beyond those already function- 
ing in India, the Philippines, Thailand and 
China. ш 
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performance h th nment's plans 
to tie future wage settlements to produc- 
tivity and market conditions, but there is 
little new in this. Neither was there much 
new in the prime minister's announce- 
ment that there would be a continuing 
‘need for expatriate managers in Singapore 
and that Singaporeans should not resent 
their salaries and perquisites. But to- 
gether these announcements indicate that 
Singaporeans are in for a long period of re- 
duced wage increases and that income dis- 
tribution will suffer somewhat as a result. 
In thisand other respects, the govern- 
ment has taken care to reassure the 
foreign business community, which has 
grown increasingly nervous about the high 
wage rises of the past three years, the 
‘strength of the Singapore dollar and the 
resulting damage done to the competitive- 
ness of the country's exports. Although 
` the Singapore currency has fallen recently 
against the US dollar, providing marginal 
: stimulus to: export competitiveness, the 
government is determined it should not 


slide too dramatically because of the nega- : 


tive effect this would have on the financial 
sector. 

Business leaders, in particular those 
running the older-established concerns 
here, have also been ünhappy with the 
government's decision to reduce its role in 
the National Wages Council (NWC), a 
body of government, business and labour 





© By Jeffrey Segal 

Kuala Lumpur: In an echo of the Singa- 
pore National Day messages from across 
the Causeway, Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad said on 
August 11 that the government here in- 
tended to stimulate — private-sector 
economic activity as a counter to the dam- 
pening effects of its own austerity drive. 
Speaking at a gathering of the national 
Chamber of Commerce, Mahathir, like 
the’. Singaporeans, pinpointed the con- 
struction industry.as a target for govern- 
ment support. Without going into details, 
he said “certain: traditional government 
practices” were being reviewed and mod- 
ified with the aim of reducing "the slow- 
down of the economy as a whole." 

But the tone of the bulk of the prime 
minister's speech seemed to close the door 
to any major aid package to industry in the 
1983 budget, due on October 22, which he 
had earlier said would be “conservative.” 
Mahathir claimed that in the years follow- 
ing independence, Malaysians had be- 
come used to being “pampered 
tected. " da a virtual терен 






























Grin and bear it | 
Malaysia, too, might apply some stimulus — but it seems. to 
regard the recession as a blessing in disguise i 





representatives that has produced wage 


eed annually for the past decade | sp 


REVIEW, June 25). Although Singapore’s 
labour movement is tightly controlled by 
the government, the private sector has 
placed importance on the government's 
moderating influence within the NWC, 


Д", the government has also 
announced that it. is now. looking fa- 
vourably on a private-sector proposal to es- 
tablish a national economic council model- 
led on Japan's influential Keidanren, or 
Federation of Economic Organisations. 
Like the Keidanren — and the NWC — 
the new council would be tripartite and 
would address itself to a range of issues 
such as productivity, inflation and foreign 
investment. In part the new council is an 
effort to make more formal — and mean- 
ingful — the discussions held informally 
under the NWC, which had a restricted 
frame of reference. 

Following.a meeting between the prime 
minister and business representatives, of- 
ficials have also begun emphasising that 
the basic welfare of the workforce would 
remain the government's responsibility — 
suggesting a softening of the recent effort 
to "privatise" the economy by. shifting 
such responsibilities partly onto employ- 
ers. A pilot programme allowing employ- 
ers to use national pension funds for this 
purpose, due to be launched next year, 


words used by Singapore Prime Minister 


Lee Kuan Yew in his broadcast three days 
earlier, he said the recession was a god- 
send that would force Malaysians to 
toughen themselves and give industry and 
commerce an opportunity to become 

“more efficient and competitive enough to 
weather the adverse conditions." 


he Treasury, too, is thought to be averse 

to the idea of major fiscal stimulants 
for the private sector, despite the reces- 
sion's tightening grip on industrial output. 
According to recently released official 
statistics, overall production in the manu- 
facturing sector was down 6% in the first 
four months of this. year compared with 
January-April 1981. Particularly hard hit 


have been sectors catering for domestic | 
consumers, indicating just how rapidly the |. 
downturn in external demand has spread 


to the local market. 
Official thinking seems to be that last 
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are Singapore's labour force 
ate. sector for a prolonged 
cession. Motivated by. politi- 
as economic considerations, 
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ates an increasing concern for 


itiveness of the republic's ex- 
greater effort to accommodate 


pit ig with a long-established pat- 


ernment's tough talk — the 
economic news and warnings 
re consequences of any failure to 





ct prime minister. Trade and 
Minister Tony Тап com- 


's with a more specific four- 


wo Da 
d and growth this | 
uld faill below 5% © 


: With. this year's first-half 
perfornnance Singapore's worst 
‚ the ;government has finally 
d hope of an imminent recovery 
States to help fuel a local up- 
icing his prescription for life 
sion, Trade and Industry Minis- 
Тап said he expects the current 
to persist. for the next 18-24 








з in gross dlomestic product in the 
arter was 5.7%, down from 
e that l'or the corresponding 
last year. This brought growth for 
down. to 6.8%, after first- 
growth of 7.975. Prime Minister 













Yew has already indicated that | 
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ed weakness in the American 
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point anti-recession plan made up of aid to 
exporters; accelerated housing arid labour 
training programmes and a reduction in 


the dominant tolê the government has . 


played in the wage-bargaining system over 
the past decade. 

Potentially most significant of these 
measures is a decision to establish a Trade 
Development Board as a statutory body 
by early next vear. The board will com- 
bine the present Department of Trade (a 
government agéncy) with the export- 
promotion functions of the Timber Indus- 
try Board. 

The private sector here has lobbied fora 


trade board for a number of years, taking 


as its model the high-profile Hongkong 
Trade Development Council, the Japan 
External Trade Organisation, Jetro, and 
similar agencies in а number of other 
Asian and European countries. But until 
it became clear.earlier this year that such 
an agency. would be.formed, the govern- 
ment’s argument has been that multina- 
tional corporations with operations in Sin- 
gapore had their own distribution net- 


| works and thus required no such support 
: for their exports. 














"AS reflected in the government's anti- 
recession campaign, manufacturing was 


| the hardest hit in the first six months. Out- 
put fell by 0.9% (including a 4.7% drop in 


the second quarter), compared with ex- 
pansion of 10% for all of 1981 and 2.9% in 
the first quarter. Foreign investment com- 
mitments fell to $$489 million (US$226.4 
million) from US$622 million in the pre- 
ceding period. 

Trade grew by 4.3%, down from 5.5% 
in the first quarter and 5.9% for 1981. 
Among the few bright spots, however, ex- 
ports outpaced imports in the second 
quarter, growing by 6.6% and 1.9% re- 
spectively. 

Transport and communications re- 
mained relatively buoyant, growing by 
13.6% for the first six months, after 
growth of 12.6% for the whole of last year 
and 13.8% in the first quarter of this year. 
The. construction and financial services 
sectors continued to be the economy's 
strong points. Construction, supported by 
the government's massive public housing 
programme, advanced 35% in the first 
half, after growth of 17% last year and 
32% in the first quarter. Financial and 
business services expanded at a rate of 
12.3% in first-half 1982, compared with 
18% last year and 12% for the first ча 


| at this n 2 









perhaps the largest unknown of à 





While recognising the need for local 
manufacturers to improve their export 
performance, officials hàve in the past 
maintained that this was principally amat- 
ter of individual effort. 

Establishment of a board now is clearly 


a result of the sharp decline in Singapore's... 


overall export growth last year and in this. 
year's first half, though officials have also 
noted. that local manufacturers’ exports 
grew by only 13% annually between 1977 
and 1980, a period when exports as a 
whole grew by an average of 25%. The 
government is thus stressing that the 
board is to be aimed principally at smaller 
industrial and service companies and the 
local manufacturing sector in general. The 
decision is thought also to reflect the view 
that the need to develop new: markets (as 
well as.to maintain existing ones) will in- 
crease as the republic's output grows in 
sophistication and its mix of exports 
changes. 


Gr: that the government's decision is 
an obvious reversal of its earlier posi- 
tion, some private-sector sourcesalso see in 
it anrindication of the different approaches 


| to economic management taken by Goh 


and his successor, Tan, who will solve one 
of the government's long-standing objec- 
tions to a trade promotion agéncy — how 
to finance it == by using levies on import 
and export permits in much the same way 
that the. Hongkong Trade Development 
Council does, The Singapore board will 
also receive an annual grant from the gov- 
ernment, which currently supplies the De- 
partment of Trade with one of S$10 mil- 
lion (US$4.6 million). 

In addition, Tan has already stated that 
one of the advantages of the new board 
will be the greater role it will provide for 
the private sector. The board is to assume 
a wide variety of duties, ranging from 
establishment. of overseas trade offices 
to negotiation ‘of trade matters in the 
General Agreement on Tariffs and Trade 
and. other international organisations. 
Whether the board's promotional tasks 
will be geared to simply "selling Singa- 
pore" or to advancing exports on an indus- 


' try-by-industry basis is also open to ques- 


tion. The latter is viewed by economists 
here as.a far more effective approach, 

The private .sector has predictably 
applauded.plans for the trade board in 
spite of these. lingering questions, but 
undermining enthusiasm to some: extentis 
E. how 
effective « can the board be in » th current 













tive viewpoints so necessary to othe pursuit 
of knowledge: 
. In the case of the powerful Sinological 
establishment at Harvard and its academic 
outposts, we raise. a few questions to in- > 
trigue some dispassionate inquirer in the 
future: Did accurate knowledge of the 
flesh-and-blood realities of China under 
Mao emerge from: this establishment, or 
rather from the works. of a few scattered 
outsiders and foreigners; often operating 
on a shoestring? To.what extent was any 
seriously realistic view of life in China dis- 
credited by ‘gratuitous association with 
KMT propaganda from Taiwan, just as; a 
few decades before any attempt to depict 
Soviet reality was automatically linked 
with fascism? Finally, how detrimental to 
sober China study was the hysterical 
radicalism that swept academe during the 


A seeker 


New York: John King Fairbank said in an 
interview with the REVIEW that the Unit- 
ed States tends towards fashions and fads 
in its international interests, "We seem to 
һауе а tendency to look for heroes and 
also find devils in foreign situations," he 
said. Americans" attitude towards China 
goes back “to our natural sentimentality 
which attaches itself to persons, causes 
and situations in our national life, as well 
as to things abroad.” 

He said: “On the whole, I think it can be 
argued that there is a tendency for Ameri- 
cans to respond affirmatively to Chinese- 
type personalities. The moment I say 

there is a Chinese type of personality, try- 
ing.to generalise about a billion or more 
people, it becomes plain that this discus- 
sion is extremely generalised and, in fact, 
almost meaningless. Yet the fact remains 
that there has been a sentiment about 
China from. time to:time in our national 
life.” 

Asked’ about the chances of Taiwan 
being peacefully integrated into China be- 
fore the end of this century, Fairbank re- 
plied: “It seems to me we are jogging 
along for the moment in a normal situa- 
tion. ~~ that is, the people in Peking and 
the people in Taiwan both believe that a 
good offence is the best defence, and so 
they pressure us to support their side in an 
unresolved conflict between them. 

“We cannot resolve that conflict our- 
selves, and it will continue for a while. Our 
general posture of recognising that the 
‘One China’ of Chinese ideals is the big 
thing on.the mainland, and that Taiwan is 








a province of it, is, I think, the beginning | 


|] writes at the outset of Chinabound. He is 


referring to Christianity, from whose dog- 
mas he considers himself happily freed by 


an irreligious upbringing. Strangely, thë- 


phrase. irrational faith would-most likely 


make an intellectual in China today think, 


not of religion — whichis ironically enjoy- 
ing a rebirth — but of modern supersti- 
tion, a euphemism for the cult of Mao. 

In fact, has: not the intelligent and ac- 
complished John: King ‘Fairbank himself 
long succumbed to a stubborn form of 
modern superstition — the cult of a new 
earthly order with the magical power to 
transform men? The conclusion is ines- 
capable. And in his fervour he has also 
served as a missionary — not asin times 
past to save the souls of China's people, 
but to salvage the image of the Chinese 
communist regime. 

— MIRIAM and IVAN LONDON 


of heroes 


tion of approaches | made to China." 

During his stay in China's wartime capi- 
tal of Chongqing he served concurrently 
as special assistant to the US ambassador, 

` representative of the Library of Congress, 
and director of the American Publications 
Service. 

Disdain for much. of the Chongqing 
Kuomintang (KMT) government, notably 
its secret service, encouraged Fairbank to 
maintain contact with the local represen- 
tatives of the communists. He now feels 
that “my interest in the Chinese Left fol- 
lowed the pro-underdog liberal orienta- 
tion that family connections had given 
me" during his youth in South Dakota. 
Zhou Enlai's Chongging office acted as 
liaison with Mao Zedong's Yenan head- 
quarters, symbolising the "united front" 


; which the communists as well as the KMT 


then “wanted to preserve in form,” 
Among Fairbank's US contacts during 
this period were John S. Service, Laughlin 
Currie and Alger Hiss, three names that 
were much in the news when, in later 
years, Sen. Joseph McCarthy attacked 
those he accused of having “lost China." 
Back at Harvard, Fairbank “began rid- 
ing two horses,” teaching Chinese history 
and speaking out on US China policy. He 
hoped to give the American public “a 
course in China history,” so that it might 
make policy choices from a Jong-range 
perspective. When Mao's army reached 
Shanghai, the issue of the "loss of China" 
emerged strongly. McCarthy, but also 
others before and after him, accused 
China specialists in and out of government 
of shortcomings ranging from fauny judg- 





of wisdom, and we must stick with it." 
Fairbank feels he more or less stumbled 
into China studies, thus "getting imon the 
ground floor of a new historical industry." - 
He had the. advantage: of deno teng *pro- 


ment to treason. 
The trauma of this period hás not yet 
faded. On the whole, Fairbank then sided 


with, and remains supportive of, those ac». 


cused at the time, including his old friend 


e | Owen Lattimore, perhaps. best known for | 
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:From a Chinese point of 
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Asia 1982 Yearbook - 


es over half of mankind. Every day events are 
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How We Did It 


Published by the Far Eastern Economic Review, the. 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S corre- 


-spondents provide on-the-spot reports from every m 


Asian capital. From Islamabad to Tokyo, Р 
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AUTOBIOGRAPHY 


Man with a mission 


Chinabound: A Fifty-Year Memoir by 
John King Fairbank. Harper & Row. 
US$20. 


THE author of this memoir — one is 
tempted to call him John Fairbank Rex of 
American Sinology — has led a long, for- 
tunate, productive, satisfying — and yes, 
self-satisfied —life. His story tells the pro- 
gress of a confident boy from South 
Dakota who rose to become the enor- 
mously influential head of Harvard’s East 
Asian Research Center, which now bears 
his name. One may close this volume of 
triumphant autobiography wondering 
what could possibly be wrong with the in- 
tellectual legacy of a life in which every- 
thing seemed so right. 

Yet, a great deal was wrong — and the 
most wrong of all is that Fairbank still can- 
not see it. The irony of Fairbank’s career is 
that as a historian of China who has con- 
stantly insisted that study of the past in- 
forms present action and that historical 
knowledge is “the best protection against 
ideological fanaticism,” he has by his own 
example unwittingly disproved his thesis. 
He may have invoked history, but it is 
ideology that he has served. 

In Chinabound Fairbank tells us that his 
experience during the heyday of McCar- 
thyist demagoguery, when he was publicly 
accused of abetting the loss of China to 
communism, gave him “an abiding com- 
mitment to educate the American public,” 
to help base national policy on “know- 
ledge and reason instead of violence and 
fear.” The goal is admirable — but in his 
persistent trumpeting of reason, Fairbank 
comes across for all the world like the 
most unenlightened latter-day apostle of 
the I8th-century Enlightenment, who 
never realises that reason is a guided ob- 
ject, and that extrarational and often 
murky assumptions sit at the controls. 

Fairbankian assumptions about the 
present realities of China date back to his 
1942-43 sojourn in the Chinese wartime 
capital of Chongqing where, along with 
other foreigners, he was repelled by the 
corrupt and inept Kuomintang (KMT) re- 
gime and began to look towards “the 
sunny vitality and homespun egalitarian- 
ism of the CCP [Chinese Communist 
Party] at Yenan . . ." Given the circum- 
stances, his romantic pro-communism at 
the time is understandable. Less under- 
standable, however, is that a historian 
who,made a self-professed career of bring- 
ing learning to bear upon American 
foreign policy should have remained 
transfixed for life by the red star over 
China. 

Fairbank blithely explains: "I was com- 
mitted to viewing ‘communism’ as bad in 
America but good in China, which I was 
convinced was true.” Fairbank the advo- 


FAR EASTERN ECONOMIC REVIEW e AUGUST 20, 1882 


cate has remained true to his commit- 
ment, but what of Fairbank the scholar 
and his commitment to history? 

In his book China Perceived (1974) 
Fairbank proudly reprinted a 1946 article 
suggesting that the United States would 
eventually have to come to terms with 
Chinese communism, which he then de- 
scribed as humanitarian and aligned with 
the liberal tradition of the “scholarly 
class." Presumably, 28 years of China- 
study later, Fairbank knew what had be- 
come of that tradition and class, but, if so, 
he did not say. A number of his distin- 
guished friends were among the scholar- 
victims of the Cultural Revolution's 
holocaust. If he knew this in 1974, he also 
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did not say. Their names and fates are fi- 
nally recorded in Chinabound, like a pain- 
ful non sequitur which he is at a loss to ex- 
plain. 

It was also in the midst of the "black de- 
cade" (1966-76) .that Fairbank visited 
China, whereupon he reported a "sense of 
relaxation and euphoria that makes 1972 а 
happy time to be in China" and praised its 
"government by exemplary moral men, 
not laws" (Foreign Affairs, October 
1972). 

- Upon the death of Mao Zedong in Sep- 
tember 1976, Fairbank protested at the 
unseemly use in the Western press of the 
term “power struggle" to describe what he 
preferred to call “policy problems on 
which honest revolutionaries. disagree." 
In his view, this was simply trying to lower 
China to our own nasty level. As he wrote 


in the New York Review of Books, Oc- 
tober 14. 1976, "[We] . . . cut down dedi- 
cated revolutionaries, whose thinking 


condemns selfishness and. personal ag- 


| socialist system. 


grandisement, to the size of ambitious in- 
dividualists of a type we know well — 
[Zhang Chunqiao]. for instance, is im- 
plied to be no more than John Connally - 
with chopsticks." Vice-Premier Zhang 4 
Chungiao, now better known as one of 
Gang of Four, was in fact arrested on Oc 
tober 6, 1976 — a coup revealed to the. 
world later that month, evidently just 
after Fairbank's inimitable comments ad. 
gone to press. 

Compared with his journalism, £n 
bank's "classic" work The United Stati 
and China (4th,edition, 1979) a 
more solid and judicious, Closer ехатїпа- 
tion, however, reveals that the “message” | 






is the same and the factual content often 


spurious and uncorrected by more recent | 
evidence. Any green student of Chinese 
communist history would come away from | 
this book impressed by what Fairbank | 
calls Mao's “gargantuan achievements _ 
from 1949 to 1976." «| 
Transposed to Nazi Germany, Fair- 
bank's view of Mao’s record would go 
something like this: Although Hitler 
persecuted a small non-Aryan minority, | 
with some grievous consequences, he by 
a great leader who unified Germany, 
stored its national pride and dignity, lift пей. 
popular morale from the depths of humili- 
ation and defeat, and built an excellen 
road system. Therefore, we must avoid 
extremes in evaluation — either simple 
enthusiasm over his inspirational message 
or abject fear of Germany's police-state 
authoritarianism. This means sympathis- 
ing as we try critically to comprehend, re- 
membering that "instant morality is too 
easy" and that, above all, we must not b 
culture-bound. . | 
One effect of this sympathetic approach. 
has been to downplay Mao's gargantua 
failures. An innocent reader of Maoi: 
China's success story according to Fair- 
bank would have been totally unprepared 
for the dimensions of the economic disas 
ter, ecological damage and rural mise 3 
divulged after the Great Helmsman's | 
death. Nor would such a reader under | 
stand the origins of current widespread | 
disillusion and intellectual ferment — the 
officially acknowledged crisis of c 
dence in both the communist party and the 

























[In developing his perspectives 
Chinese history. Fairbank was by no 
means a lonely; embattled scholar, hand- 
icapped by any after-effect of McCarthyist | 
denunciations. A great patron waited | 
the wings. As Chinabound informs us, the 
Ford Foundation over the period 1955-70) 
invested about USS5.5 million in China: 
studies at Harvard alone. 

While financial support for academic” 
research is both essential and desirable, 
such support is not unattended by dan- 
gers, especially in the social sciences. 
Money and prestige add up to power as. 
readily in academe as anywhere else. The | 
academic power-centres thus created not 
only tend to nurture such ills as consensus | 
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this meant that the Japanese Right was up 
a bit, the Left correspondingly down. Two 
areas of concern to the conservative, or 
backwoods, side of the party were there- 
fore up for modest revision — the still un- 
solved problem of the relation between 
the Japanese state and the Yasukuni 
"Shrine, where Japan's war dead are in 
- principle worshipped as gods, and school 
- textbooks which were regarded as leftist. 
Suzuki is not known to have strong per- 
sonal views on either of these subjects, but 
he is one of the more accomplished read- 
ers of the political mood in Japan, which is 
why he is prime minister. He is also chair- 
man of the LDP. Earlier this year, when a 
-member of his party quoted a school 
textbook to the effect that the LDP, be- 
cause of its long term in office, was riddled 
with factions and devoted too.much time 
to internal squabbling and not enough to 
the problems of the country — a very fair 
summary, I should say — even the nor- 
mally even-tem Suzuki said that this 
was outrageous, and that something 
should be done about the textbooks. 
Clearly, the education bureaucrats have 
taken the hint >- — — 
So, as faithfully reported in the annual 
| textbook report, the Education Ministry 
no longer approves the use of the word 
shinryaku (literally invasion) to describe 
Japan's activities in China, though Ger- 
many continues to have "invaded" Poland 
about the same time. Japan, according to 
the textbooks, now “advanced” into Man- 
churia, China and Southeast Asia in the 
version approved by the ministry. 
— Similarly, the ministry now requires the 
books to say (quite accurately) that 
ome Japanese military men were also kill- 
ed before the Rape of Nanking, and that 
the incident took place “in abnormal cir- 
cumstances” (as, indeed, do most gory 
massacres, come to think of it.) 


A: to the Koreans, they died during “riot- 
ous activities," according to the new 
version, and the ministry bjet to the 
earlier, textbook assertion that Koreans 
were “forcibly sent to mines and other 
hard-labour camps" on the grounds that 
Korea was then legally part of Japan, and 
the unfortunate Koreans were therefore 
simply doing their duty under the Citizens 
Appropriation Law. The hypo- 
critical hand of the bureaucratic nit- 
picker, Japanese style, can clearly be seen 
at work. 

The textbook report did not go un- 
noticed in Japan. The mass-circulation 
Mainichi Shimbun newspaper in fact 
maintains a squad of 10 newspersons, cal- 
led the Problems of Education Team, 
specifically to investigate such matters and 
they have been conducting their own 
exhaustive review of Japanese school 
textbooks, resulting in a five-month run- 
ning series in the paper. This time the alt- 
erations touched non-Japanese sen- 
Sitivities and the Chinese Xinhua news- 
agency carried a report, based on the 
Mainichi series, accusing the Japanese 
Education Ministry of distorting historical 
facts and trying to “prettify Japanese ag- 
gression against our country.” Some 


Chinese, preci es remember that 
"great deal of | v 
Still, nothing much happened until an 


energetic young Associated Press reporter 
in Tokyo, Eugene Moosa, decided to 
mark the 45th anniversary of the incident 
on the Marco Polo bridge which began 
Japan's undeclared war, invasion, ad- 
vance or tourist trip to China in July 1937 
with a feature article on the textbook con- 
troversy still smouldering in Japan. 
Moosa's article was widely reprinted, and 
suddenly, as Americans say, it hit count- 
less fans throughout Asia. Within hours a 
steadily mounting storm of protest was 
being reported back to Tokyo. 

At first, Education Minister Heiji 
Ogawa, brother of a Japanese ambassador 
to China, tried to smooth things over in Ja- 
panese fashion by "sincerely" offering his 
apologies, and offering to send a team of 
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Prisoners in Nanjing: a picture bearing 
the Japanese military censor's chop. 


officials to Seoul and Peking to “explain 
the Japanese viewpoint." Chinese and 
Koreans are not, of course, interested in 
Japanese explanations. ‘They want the Ja- 
panese to own up to their sins of the past 
and teach this message to Japanese chil- 
dren. Seoul refused to admit the Japanese 
explainers at all, and high Japanese educa- 
tion officials rushed to Peking were poin- 


tedly kept waiting for hours before a non- 


committal Chinese agreed to listen to 
them. 

Meanwhile, back in Tokyo, the Foreign 
Ministry urged quick revision of the 


textbooks to soothe Japan's enraged 


neighbours, while Education Vice-Minis- 
ter Tetsuo Misumi refused to budge, argu- 
ing that the textbooks are an “internal Ja- 
panese matter.” 

One Japanese textbook publisher has 
proposed an ingenious solution, offering 


erratum slips to be placed in the | 
textbooks, and presumably discarded ` 
once the storm blows over. Two textbook 
authors, Yoshio Kojima and Shunichi 
Uno, have shamefacedly admitted that 
they allowed the phrase “Japan's invasion 
of China" in their world history book to be 
changed to *Manchuria conflict and Shang- 
hai conflict" because their publisher could 
not otherwise get the book past the exa- 
mining officials. The professors want the 
offending words changed back again, but 
the publisher says he must get the agree- 
ment of seven other authors, which may 
take time. 


nd, in the Japanese cabinet, Yukiyasu 

Matsuno, director-general of the Na- 
tional Land Agency and a staunch conser- 
vative, informed his colleagues that South 
Korean textbooks refer to Prince Hirobumi 
Ito, modern Japan's first prime minister, 
whose bearded face adorns Japanese 
X 1,000 banknotes, as “the ringleader of 
Japanese colonialists" and acclaim the 
Korean youth who assassinated Ito in 1909 
as a national hero. (The assassin's monu- 
ment in Seoul in fact calls Ito *an atrocious 
Japanese.") 

The row is clearly getting nastier every 
day, and there is no telling where it might 
end. Before the textbooks war gets more 
serious and itself gets into the textbooks, 
we might therefore draw some important 
conclusions. 

The first thing to notice is that the fuss is 
over words and gestures, not matters of 
substance. Suzuki may well spend a few 
more minutes at the Yasukuni shrine this 
year, and the textbooks may well become 
more mealy-mouthed about Japan's past, 
which is to say, more like other countries’ 
textbooks. However, in order to recreate 
the Greater East Asia - Co-Prosperity 
Sphere or revive the Japanese empire, 
Japan would now have to fight China and 
the Soviet Union and possibly the United 
States as well, all equipped with nuclear 
weapons, not to mention the two Koreas, 
both armed to the teeth. The real story 
here is Japanese military weakness, not 
strength, and Japanese voters show no 
signs of wanting to pay more taxes to in- 
crease Japan's present inoffensive military 
establishment. 

The second point that emerges is that 
Japanese methods of intricate power- 
balancing between conllicting groups. 
which work well to keep the, peace in 
Japan, simply perplex nturjate 
Japan's neighbours. Other Asian- want to 
know whether Japanese repent their past 
or not, and are too busy with their own 
problems to follow the day-to-day state of 
play in Japanese domestic politics. 

But the most important lesson of the 
textbook battle is, in my view, the tre- 
mendous internal resistance in Japan itself 
to any return to the bad old days. The pro- 
tests Originated, after all, in Japan, and 
the Japanese press has solidly opposed the 
education bureaucrats. The discovery that 
some hypocritical words in school 
textbooks can still unite Asia against 
Japan will give grown-up Japanese even 
more to think about 
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writers, gangster bosses and even shrewd 
politicians like Suzuki and Tanaka. 

Japanese schoolteachers should thus be 
a pillar of state and society, and up to the 
defeat of 1945 they were, reciting Em- 
peror Meiji's Imperial Rescript on Educa- 
tion to their pupils every morning and 
teaching a version of history vith Japan 
the divine land destined to rule the world. 
As à reaction to being used as the instru- 
ment of this superstitious nationalism, Ja- 
panese teachers have since 1945 been 
politically well to the Left, using 
textbooks which were originally rewritten 
under the American Occupation, and pre- 
sent Japan's imperial past in a less than 
flattering light. This self-critical approach 
has found great favour with Japanese 
journalists and most other intellectuals, 
themselves reacting strongly against what 
they call the thought control of the mili- 
tary regime. 

The teachers are, however, ultimately 
employed by the Education Ministry, stat- 
fed by bureaucrats who are among the 
most conservative in the Japanese hierar- 
chy. Foday's top bureaucrats were them- 
selves educated in the old pieties of work 
and discipline, empire and emperor, and 
their political bosses, the successive edu- 
cation ministers, have for the past three 
decades come from the more conservative 
factions of the ruling Liberal Democratic 
Party (LDP). There has thus been a con- 
stant running battle between the teachers' 
union, with its 677,000. members, and 
their employer, the Education Ministry, 
which controls the education budget. 

The conflict has long since polarised 
along the lines of Japanese politics, and 
the chairman of the teachers’ union, 
Motofumi Makieda, is concurrently chair- 
man.of the trade union federation, Sohyo, 
which finances the Japan Socialist Party. 
Two conflicting Japanese traditions, re- 
spect for the teaching profession and re- 
spect for constituted authority, thus pro- 
vide the emotional basis for the disputes, 
complicated by the relentless harrassment 
of the teachers' union by Japanese right- 
wing thugs, one of whom tried to assassi- 
nate Makieda last year. 

Japanese textbooks are not written or 
published by the Education Ministry, but 
by private publishers who engage teams of 
scholars (often 10 or more per book) to 
compile them. As the normal print run is 
anything up to 3 million copies, the 
textbook business is immensely lucrative. 
Until 1963 the teachers used to select their 
own textbooks, which, written by mem- 
bers of their union, reported that the Ja- 
panese army killed 200,000 Chinese dur- 
ing the notorious Rape of Nanking in 
1937, and that 7,000 Koreans died in vari- 
ous movements for independence from 
Japan. Words such as "invasion" and “ag- 
gression" were freely used, specifically 
about the conduct of Japanese. 

This was, without doubt, the greatest 
freedom enjoyed by state-paid teachers 
anywhere in the world, and even in a 
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Japan in forceful reaction against 
militarism it was probably too good to last. 
In 1963, the government agreed to issue 
textbooks free of charge, and in return re- 
quired that the textbooks should be ap- 
proved by the Education Ministry. This is 
the system which still obtains, the approv- 
ers being review committees appointed by 
the ministry. 

The names of the committee members 


| are not made public, ostensibly to keep 


them out of politics and possibly to reduce 
the ever-present Japanese danger of brib- 
ery. They are, however, believed to be el- 
derly bureaucrats and retired school in- 


| spectors from the Education Ministry. 


They do not rewrite manuscripts submit- 
ted to.them, but occasionally issue ellipti- 
cal so-called guidelines. Basically, a 
textbook author has to guess what will find 
favour with the nameless committees 
which, in the manner of oracles consulted 
by worshippers, simply answer yes or no. 


o reduce the guesswork, the Japan Text- 

book Publishers’ Association, a trade 
body, issues an annual report with details 
of how various manuscripts fared at the 
hands of the review committees and what 
changes found favour, and thus profit, for 
publishers and authors — a commercial 
rather than ideological approach. Over 
the years, the report has detailed a slow 
drift away from the heady, liberal-leftist 
textbooks of the 1960s to the cautiously 
non-committal ones of today, reflecting 


| an undoubted swing of Japanese politics in 


the same period, A sense of proportion 
has to be kept, however — we are discuss- 
ing a glacier, not an avalanche. 

Thus, the textbooks presently approved 
say that nuclear power stations have been 
built in Japan because the country has few 
natural sources of energy — which is true 
enough. However, the further informa- 
tion that many Japanese citizens’, move- 
ments, including the teachers’ union, op- 
pose them because of the danger of 
radioactivity is no longer “approved.” 
Similarly, an assertion in social studies 
textbooks that the existence of the Japan- 
ese Self-Defence Forces contravened Ar- 
ticle 9 of the Constitution, which forbids 
Japan to maintain armed forces of any 
kind, ceased to be “approved” last year, 
These matters have been debated ad 
nauseam in Japan for many years, and at- 
tracted no interest outside. 

The political glacier began to move a lit- 
tle faster, if there can be such a thing as a 
fast glacier, after the LDP scored a land- 
slide electoral victory in July 1980. The 
election was itself the product of squabbl- 
ing and treachery inside the party and the 
sudden death of the then prime minister, 
Masayoshi Ohira, but the result was to 


give the LDP undisputed control of the 


various parliamentary committees, in- 
cluding the education committee, for the 
first time in a decade. 

According to the unwritten and often 
unfathomable code of Japanese politics, 
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Chinese bayonetted to death by Japanese troops; Ogawa defending the revisions: suspicions aroused. 


A textbook case of aggression 


n a famous story, a French schoolboy, on 
his first visit to London, is amazed to 


- find that there is a place called Trafalgar 


‘Square. * 


‘Ow stupeed of ze English," he 
tells his chums, “to name zis fine square 
after a defeat!" To the French, the deci- 


— sive naval battle won by Britain's Lord 


Nelson is just that, not a “famous victory” 


-as it is to the British. 


Schoolboys the world over tend to see 
history from the viewpoint of their own 
country, dear old Mummyland, with their 
ancestors on the whole decent chaps (like 
themselves) and other countries inhabited 
by sly and tricky foreigners with difficult 
languages and unpronounceable names. 
This approach is, after all, the one gener- 
ally taken by school textbooks. A nation's 
history is the image of the nation itself, 
and teachers seck to inculcate respect for 
the flag and for authority by pointing to 
the glorious national past. Even William 
Shakespeare, fair-minded as poets go, 
nowhere sings of England as “this realm of 
money-lenders, slave traders and im- 
perialists." These are indisputable histori- 
cal facts, but not the way to fill the Globe 
Theatre. 

One lone exception to this universal 
human tendency has, for the past 35 years 
Or so, been Japan. Japanese school 
textbooks have not exactly wallowed in 
the numerous atrocities which Japan, like 
all other imperial powers, undoubtedly 
committed, but they have not denied them 
either. Books set for junior high schools 
(age 12-15) spoke bluntly of Japan's inva- 
sions of Korea and China, and the aggres- 
Sion committed against those countries. 
They also mention, of course, Hiroshima 
and Nagasaki, the devastation of the war, 
with 3 million Japanese dead, and the total 
destruction of the Japanese empire, fol- 











lowed by the peaceful rise of Japan as a 
prosperous industrial power. Not even the 
dullest Japanese schoolboy could bring 
home from school the idea that Japan's 
lost war was a good idea. 

Yet the contents of Japanese school 
textbooks are now the hottest talking- 
point in Asia. The governments of both 
Koreas, and of China and Taiwan, com- 
plain that the Japanese are rewriting his- 
tory, and the goodwill visit of Japanese 
Prime Minister Zenko Suzuki to China, 
planned for September, is in peril. The 
Soviet press is charging that Japanese 
textbook revisions are part of an alleged 
revival of Japanese militarism, and Ko- 
rean taxi-drivers are refusing to drive Ja- 
panese clients to their favourite pleasure- 
houses in Seoul. Other indignant South 
Koreans want to break diplomatic rela- 
tions with Japan. 

Even in Thailand, Japan's fairly loyal 
friend during World War II, local spokes- 
men (mostly of Chinese origin, it is true) 
are calling for a boycott of Japanese pro- 
ducts if the offending textbooks are not 
withdrawn and rewritten more in line with 
the Thai version of events. Meanwhile, a 
spirited counter-attack has been launched 
in Japan, following a hasty reading of 
foreign textbooks and encyclopaedias by 
Japanese intellectuals. 

Standard American textbooks, com- 
plains writer Kiyoaki Murata, defend the 
atom-bombing of Japanese cities “be- 
cause the atom bomb helped make an in- 
vasion of Japan unnecessary" while the 
Encyclopaedia ^ Britannica “describes 
opium as a medicine, not a narcotic, and 
fails to condemn the importation of opium 
into China by unscrupulous British traders 
or by the British government behind 
them." 








Nor, we might add, does Murata men- 
tion that the Japanese authorities them- 
selves were selling opium in their puppet 
state in Manchuria in the 1930s. The Ja- 
panese writer does, however, describe 
then prime minister Kakuei Tanaka's 
apology of 1972, “that our country has 
caused the Chinese people a great deal of 
trouble" as “undoubtedly the understate- 
ment of the century” and shrewdly adds: 
“The current furore over textbook revi- 
sion may be due partly to the impression 
of Japanese arrogance that, buried under 
the superficial exchange of goodwill, has 
persisted for the past decade in Chinese 
minds.” 

We might, I think, go further, and say 
that the present battle of the books is (par- 
don the expression) a textbook case of an 
obscure and complicated Japanese inter- 
nal squabble spilling over into a major in- 
ternational row, thus arousing more suspi- 
cions among Japan's already suspicious 
neighbours. It also shows how little pro- 
gress anyone's textbooks have made in 
explaining how things work in Japan. 


T Japanese themselves have been argu- 
ing over school textbooks ever since the 
national education system was established 
in the 1860s. Any other nation would long 
since have become bored with the subject, 
but Japanese are obsessively interested in 
anything to do with education, spend 
proportionately more on it than anyone 
else, and in consequence have the most lit- 
erate population in the world. As Japan 
has no other resources, apart from what is 
in the heads of the Japanese people, it is 
not surprising that the title sensei, which 
means teacher, is the greatest honour a Ja- 
panese can be paid, and it is addressed not 
only to genuine teachers but to doctors, 
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of Australia's secret and elite 
terrorist and, counter-attack 
last leaking into the open. Like 
h counterpart, it is called the 
ice Regiment — SAS — 
ions prove that we usually 
> Stupid alians can be cunning, skil- 
H^ .ful and. ruthless and can combine 
| r-parachuting with boomerang- 
ng. I first heard of the SAS when I 
was: briefly. with the temporary Aussie 
> force in the then South Vietnam, but it 
seemed to me then to be an improbable 
unit, of which James Bond would have 
-beema suitable commander. 

Now, my colleague Bob Willox, of 
The Melbourne Herald, has written an 
exclusive report of а imonth-long exer- 
cise by the SAS in northern Australia — 
one squadron posing as the .“Muzo- 
rians," a communist invasion force from 
Asia, whose “base was established 
amongst the  eucalyptus-trees and 
Aborigines, west of Darwin. It hoisted 
— appropriately — a Vietcong flag 
which the SAS had captured during its 
operations in Vietnam. It comprised 
about 80 men, divided into three units — | 
water-operations, free-fall and vehicle- 
mounted. : 

“Each infiltrating unit was split into: 
;patrois of five men, with a designated 
commander, radio operator and medic," 
Willox reported. "Whatever his land, 


































SOUTH PACIFIC 





sea or air specialisation, each manis skil- 


unarmed combat, signals and weapon- 


` handling." 


In its test exercise, the invasion squad- 
ron existed for up to 14 days on its own li- 
mited resources, evading counter-de- 
fence units and sometimes hiding for 
days while. observing enemy activity. 
“When they returned, they were filthy, 
bearded, stinking, ragged figures, often 
covered with sores which had ulcerated 


“because of the subsistence diet,” said 


Willox. 

“In the bush, it is vital that you should 
smell naturally,” according to one SAS 
man. “Your own sense of smell then be- 
comes so heightened that you can catch 
the whiff of deodorant or after-shave of 
someone approaching before yoü can 


| see or hear him.” (But what self-respect- 
ing guerilla would use such toiletriés in 


the jungle?) 
The SAS Regiment is now steadily 
spreading its influence through .the 


Australian army. Most officers serve for 


about three years in the SAS before re- 
turning to their previous units. They sac- 
rifice promotion to join. “You give more 
than promotion to be in the SAS,” Wil- 
lox records. “Of two men I spoke to, one 
said he had spent only three weeks with 
his family this year, and the other only 
three months in two years. Not surpris- 






years — and so did New Zealand — 







led in parachuting, swimming, climbing, 





Pains of 
growth - 


While economic interests unite 
the South Pacific Forum, 
ethnic issues still divide it 


By Oliver Riddell 

Wellington: For the first time since the 
formation of the South Pacific Forum in 
1971, the member countries have begun to 
feel a strong sense of unity. However, they 
have also come to realise the problems 
that divide them. In addition to Australia, 
New Zealand and Papua New Guinea, the 
forum consists of 10 small island nations, 
with the Federated States of Micronesia 











NZ$64 million (US$46 million) for 1982- 
83. 2 : : 

The. main issue affecting the islands’ 
economies was the fate of the Pacific 
Forum shipping line, which has been in fi- 
nancial trouble and needed to be rescued 
at the forum. It was bailed out with US$18 
million set aside by Australia and New 
Zealand. TOME: 

If money was the most important single 
concern of the forum, attitudes to it dif- 
fered widely. Because their leaders 
tended to be considerably oider and be- 
cause their countries have been indepen- 
dent longer, the Polynesian countries of 
Tonga, Nuie, the Cook Islands and West- 
ern Samoa were less concerned about 
human-rights issues than were the 
Melanesian countries of Vanuatu, Solo- 
mon Islands and Papua New Guinea. 

The Melanesian countries missed. the 
support of Prime Minister Michael So- 
mare of Papua. New Guinea, who has re- 
cently been re-elected and was unable to 
attend. This left Vanuatu Prime Minister 
Walter Lini as the natural leader of the 
younger countries over the issue of inde- 
pendence for New Caledonia. |. 

This had been the main issue at the 1981 
forum meeting in Vanuatu, which was 
held in the wake of armed unreston the is- 

of Espiritu Santo in 1980. The unrest 
own with the help c 








ingly, their marriages are on the rock 
is a common: problem. within 

and their divorce rate is the 5 
any regiment in the Australian arm 
forces.” ... EN 

Itis not easy to join the SAS 

plicant — who must have serve 
two years in a. regular army unit or th 
army reserve —— 15 questioned and ap 
praised at his base by the SAS com 
mander, à sergeant-major and an army 
psychologist — but only after he ha 
made a 3.2 Ет. run in less than 16 im 












































the morning." | 
"You're normal in the SAS if you 
different," a sergeant summed up. , 
together, I must insist I 
very Australian regimenti с 
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pectations.. Franc € in 
| series of reforms that may well make 
Caledonia independent, or at leas 
tonomous, by 1984. Forum leade 
Rotorua took considerable. pride ii 
achievement, Lini, however, -was 
satisfied. He found.no guarantee of 
pendence-in France's reforms and 
alarmed at what he -— as Nêw Caledo 
closest neighbour — saw as the gro 
prospect of a bloody civil war betw 
French colonists and the Melan 

While the forum was satisfied wit 

progress Paris is making toward: 
dence for New Caledonia, c i: 
clear testing in. French. Polvnesia 
under. renewed attack. However, 


more recent issue of nuclear dumping 





























s and for suggestions 
. dump more in the Pacifi 












| the country as 
ation. While he was cautiously op- 


-— timistic, he emphasised that “everything 


depends on the monsoon." Citing a report 


E telephoned in only the day before by John 
- Kelly, his aide on the scene, Jackson said 
— — that the food situation in Cambodia is un- 


5: 


- folding as predicted — that is, with poc- 


kets of real need but no overall shortage. 


— ^ The basic conference document, a July 
—— Situation report prepared by the Food and 


Agriculture Organisation representative 


| jin Phnom Penh, showed little change from 
the spring estimates (REVIEW, April 16). 


Jackson reiterated his recommendation 


E that an additional 50,000 tonnes of cereal 
| be provided to meet the rice deficit pro- 


jected for the remainder of this year. 
For the first time, Jackson was able to 


D provide an inkling of Soviet bloc aid to 


Cambodia. Quoting unidentified sources, 


- he said Moscow and Phnom Penh had sign- 
_ ed an agreement in late June under which 


P 
i toe 


tractors, 50 lorries, earth-moving equip- 


the Soviet Union would provide US$60-65 
E illion worth of assistance, including 200 


3 





ment, and bitumen for road-building, as 
well as 10,000 tonnes of urea and other 
input to boost agricultural production. 

_ He also cited reports that East Ger- 
many has given Phnom Penh USS$10 mil- 
lion in grants, mainly for lorries and hospi- 
tal equipment, plus US$10 million in 
loans, principally to increase rubber pro- 


— duction and processing. The Soviet bloc it- 
self has ignored multilateral donors’ de- 


mands for an accounting of its bilateral aid 


_ to Cambodia. 


Faced with a shortfall of some US$38 


L^ million in the US$87.6 million needed for 


= Britain £400,000 (US$708,000), 


the UN's 1982 operations in Cambodia 
and along the Thai border, the conference 
raised only four firm pledges: Australia, 
US$1.25 million; Philippines, US$8,000; 
and 


- Japan, 17.700 tonnes of rice. All pledges 


were earmarked for the Thai border pro- 
me. In addition, Japanese delegate 
dayuki Hayashi said his government 
was considering giving 15.000 tonnes of 
rice for distribution within Cambodia if 
the need could be proved. [г] 
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By John McBeth 

Bangkok: The zig-zag path of Vietnam- 
ese diplomacy, lurching from harsh invec- 
tive and thinly disguised threats to seem- 
ing flexibility and conciliatory rhetoric, al- 
lows little room for safe assessment. As 
such, it is with studied wariness that 
analysts have been examining Vietnamese 
Foreign Minister Nguyen Co Thach's re- 
cent statement in Bangkok that Hanoi was 
leaving its options open on the question of 
offering base rights to the Soviet Union. 

Thach has dropped the same hints be- 
fore, specifically in interviews with two 
Western correspondents over the past 
four months. But this is believed to be the 
first time he has raised the issue in a public 
forum. And he has done so in a country 
Hanoi has often criticised because it had 
United States bases on its soil in the past 
and now affords facilities to the US 7th 
Fleet. 

"There are no foreign bases in my coun- 
try, but that doesn't mean it will always be 
so in the future," said Thach. *We have 
left the door open and we have the right to 
take whatever measures we think neces- 
sary for our self-defence." Later he 
added: "If there is some danger to my 
country [from China], we will not shut all 
the doors." Considering that Hanoi looks 
on the Chinese as a continuing threat with 
19 combat divisions on Vietnam's north- 
ern border, the definition of dangerous is 
open to argument. 

As farascan be ascertained, Thach first 
went on open record on the possibility of 
base rights during an interview with a 
Dutch journalist on March 6, three weeks 
before the fifth congress of the Vietnam- 
ese Communist Party. Asked whether 
Hanoi was too preoccupied with keeping 
the tiger (China) from the front door to 
notice the bear (the Soviet Union) slip- 
ping in the back door, the foreign minister 
replied: *Certainly we need help. History 
has taught us that the Russians are our 
most loyal friends. They have never left us 
in the lurch, not even when [former US 
president Richard] Nixon visited Moscow 
and tried to come to some arrangement. 
That is not to say we would simply sell our 
independence which we have had to pay 
for in blood. Our friends know this very 
well. We are economically dependent on 
them, but that will change. Moreover, we 
will pay back every rouble." 

In answer to a direct question about a 
Soviet request for a military installation, 
Thach explained: “The Russian navy has 
harbour rights in Vietnam. The Americans 
and the Chinese are screaming blue mur- 
der about this. But do they have a 
monopoly over land and sea in East Asia? 
They have only misused their rights to 
bomb and blockade us. 

“The same cannot be said for the Rus- 
sians, but up to nów we have not given the 
Russians permission for a base in Viet- 
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nam." He then went on to say permission 
would be given "if the Chinese persist in 
their attempts to destroy our country. We 
would perhaps in the long run have no 
other choice." 

Much the same theme emerged during 
an interview with a correspondent of the 
London Financial Times in early June. “If 
our security is threatened," Thach said in 
reference to Soviet base rights, "we must 
use our territory to suit our defence. I 
must be frank." 


Ты interesting question is why Vietnam 
feels it necessary to discuss this sub- 
ject with outsiders at all, given its often- 
stated abhorrence of foreign bases. There 
are several possible explanations, begin- 
ning with the suggestion that Thach was 
merely issuing a vague warning at his 
Bangkok news conference while giving a 
wide berth, in the interests of a surpris- 
ingly convivial atmosphere, to threats of 
subversion and cross-border hot pursuit 
which frosted his reception in Singapore. 

What he may have been trying to tell 
Asean is that if mutual problems are not 
settled quickly, ап economically 
hamstrung Vietnam will be left with no 
other choice than to bow to Soviet pres- 
sure and reluctantly open up Cam Ranh 
Bay to the Soviet Pacific fleet, thereby 
adding a dangerous new dimension to 
Sino-Soviet rivalry in the region. 

In private contacts going back some 
time, Thach has been adept at playing on 
well publicised fears that, by isolating Viet- 
nam, Asean and its Western allies, speci- 
fically the US, are driving Hanoi deeper 
into the Soviet camp. Asean’s position is 
that if Hanoi was willing to come to terms 
on Cambodia on the basis of the United 
Nations’ resolutions, the political climate 
would change overnight. 

Some analysts consider that the point at 
which Vietnam could realistically free it- 
self from the Soviet embrace is now past 
and that Hanoi may be in the process of 
preparing the ground for the approval of 
bases for the Soviets. Certainly Vietnam 
has taken a rhetorical step closer to such 
an eventuality, even if the official media 
have not been busily preparing opinion for 
such a move. A media campaign in Viet- 
nam would be a reliable pointer to an im- 
minent decision. 

Diplomatic sources say that strains in 
the Hanoi-Moscow partnership which 
emerged at the fifth congress appear to 
have eased somewhat now that Vietnam 
has publicly acknowledged its shortcom- 
ings in at least one area of friction — the 
need for more efficient and effective use 
of Soviet aid. Western intelligence reports 
indicate Soviet assistance is currently run- 
ning at slightly less than US$3 million a 
day, a slight but perhaps significant drop 
from previously estimated levels. a 
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which was neglected or abandoned s 
after the finishing touches had been put to 
it. 

The ruins crown a sheer 500-ft bluff in 
the Dangrek mountain range overlooking 
the northwestern plain of Cambodia and 
stretch back down a gentle incline to the 
top of a 100-m. stone stairway, the bottom 
step marking the Thai-Cambodian bor- 
der. The way the complex is sited, the only 
convenient way of approaching it is from 
the Thai side, one of the simple, compel- 
ling reasons why Bangkok took the stand 
it did. 


TE ownership of the temple, however. 
did not become an issue until 1953 when 
the French withdrew from newly indepen- 
dent Cambodia and Sihanouk's attention 
was drawn to a Thai police presence in the 
ruins. A joint commission was appointed 
to handle the dispute, but negotiations 
which dragged on until 1958 achieved no- 
thing. The Thais took the view that be- 
cause the temple lay on their side of the 
watershed which, according to a French- 
Siamese treaty in 1907, demarcated the 
border, it was an integral part of Thailand. 
Cambodia, on the other hand, insisted 
that a sketch map annexed to the protocol 
which departed from the natural 
watershed and went round into Thailand 
at the point where the temple is located, 
confirmed its claims. 

The war of words reached a head in 
November 1958 when Sihanouk broke re- 
lations with Thailand and took the case to 
the World Court. Although relations were 
restored three months later, they broke 
down completely in late 1961 and were not 
healed until the prince was overthrown at 
the end of the decade. 

For Sihanouk, the temple issue rein- 
forced his suspicions that Thailand had 
further designs on Cambodia's western 
provinces which it had seized during the 
Japanese occupation of Indochina and 
was forced to relinquish in 1946 under the 
terms of the Treaty of Washington. Thai- 
land, for its part, saw its national pride at 
stake, but bound up in that was its alarm 
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If UN aid inside Cambodia is cut off, it could hamper - 
a political solution to the Cambodian question 


By Ted Morello 
New York: United Nations Secretary- 
General Javier Perez de Cuellar is signal- 
ling the UN membership that selective 
humanitarian assistance to Cambodians 
undermines his efforts to negotiate a com- 
prehensive political settlement in the re- 
gion. Perez de Cuellar dramatised his con- 
cern by intervening personally in a meet- 
ing of aid donors to Cambodia on July 26 
for the first time since taking office in 
January. The secretary-general’s aides 
explained to the REVIEW that what wor- 
ried him was the clamour among donors 
for an abrupt cut-off of the inside-Cam- 
bodia segment of the UN's relief opera- 
tion, coupled with a continuation of aid to 
displaced Khmers on Thailand’s border 
with Cambodia, 

Vietnamese delegates here are already 
passing the word that Hanoi would regard 
such an arrangement as favouring the 
Khmer Rouge guerillas 
at the expense of the 
government of Heng 
Samrin. They point out 
that the secretary-gen- 
eral would find himself 
in the position of cut- 
ting off assistance to 
the large part of Cam- 
bodia which is under 
Phnom Penh's control 
while continuing the 
flow to Thai border 
camps used 
sanctuaries by 
Khmer Rouge. 

Since the previous 
donors’ meeting, the 
upsurge of diplomatic 
activity in the region — 
notably the formation of the anti-Hanoi 
Khmer coalition and Hanoi's offer to 
withdraw troops from Cambodia — has 


monitoring its distribution amon 
Cambodian people both inside 
and across the frontier in Thailand. Bi 
the same resolution on the i 


ambodi 


regional 


pute directs Perez de Cuellar “to exerci: 

his good offices to contribute to a com- 

prehensive settlement" including a Viet- _ 
bodia 


namese troop withdrawal from Cambodia — 
and the convening of the International - 
Conference on Kampuchea to pave the — 
way for UN-supervised elections. - 


As a UN aid official explained to the 


REVIEW: “Тһе secretary-general fears — 
that if the UN cuts off humanitarian aid in- 
side Cambodia, he would be in trouble — 
with Hanoi and Phnom Penh in trying to — 
negotiate a troop pullout and an overall 
settlement. Their perception of our handl- — 
ing of the humanitarian operation could 
affect their reactions in the political field.” 


In an oblique but unmistakable appeal _ 
1 to the forthcoming gen- - 

eral assembly to get - 
him off the hook, Perez. 
de Cuellar referred in _ 
his ^ donors-meeting 
speech to the delicate - 
and complex is 
with obvious politi 
implications that h 
developed along 
the humanitarian oper- - 
ation. “Among thos 
implications that 
added, “is also’ 
necessity for the sec: 
ary-general to maint 
an objective and: 
partial position to carry. 
out his good offices in _ 
search for a settlemen 


ч 


of the underlying political questio 


The present mandate, he observe 


pointedly, makes him responsible for - 
helping “the Kampuchean people as a _ 
whole." He strongly suggested that the - 
trend in donor assistance would make it _ 
impossible for him to fulfill his obliga- — 
tions. Aides said his speech constituted an - 
appeal to UN members to consider fram- — 
ing a new resolution to meet the changed — 
circumstances. In the past, the resolution. a 
has been renewed from assembly to as- — 
sembly with little essential change. = 


over the establishment of relations be- 
tween Cambodia and China in 1958 which 
it took as an act of intimidation. 

In these circumstances, it is little won- 
der that Bangkok reacted angrily to the 
1962 World Court decision which went in 
Cambodia’s favour and a week went by 
before the then prime minister, Sarit 
Thanarat, announced that Thailand 
would honour its commitments under the 


further complicated the UN's humanita- 
rian operation. UN officials point out that 
the Vietnamese complaint would gain val- 
idity if the coalition were to set up a gov- 
ernment in exile in Cambodia across from 
the Thai border. A credible coalition 
could also influence the shape of the Cam- 
bodia-aid resolution that will be formu- 
lated by the 37th general assembly session 
opening on September 21. 


United Nations charter. A fortnight later, 
in what Cambodia took as an indication of 
future Thai intentions, the then foreign 
minister, Thanat Khoman, sent a note to 
then UN secretary-general U Thant laying 
down Thailand's official position: “I wish 
to inform you that, in deciding to comply 
with the decision . . . His Majesty's gov- 
ernment desires to make an express reser- 
vation regarding whatever rights Thailand 
has, or may have in the future; to recover 
the temple of Khao Phra Viharn by having 
recourse to any existing or subsequently 
applicable legal process . . ." ff 


Conceivably, UN officials point out, the S 


anti-Hanoi tripartite alliance could per- 
suade the assembly to cut off all aid to 
Phnom Penh and directly and overtly as- 
sist the coalition. The current assembly 
resolution, adopted last October, takes 
note of the joint pronouncement issued 
last September in Singapore concerning 
the intention of Prince Norodom 
Sihanouk, Son Sann and Khieu Samphan 
to form an alliance. 

Under his present mandate, the secre- 
tary-general is charged, with coordinating 
humanitarian relief assistance and 


m AP ecu 


Arr other things, Perez de Cuellar - 


suggested that to free his hands for po- — 


litical negotiations, the assembly “might, — 
under the circumstances I have described, — 
no longer consider it appropriate for the © 
secretary-general to have special responsi- — 
bility assigned to him" inthe humanitarian — — 
field. The res 4 
over to one of the UN's specialised agen- 
cies or to a designated individual or entity _ 
outside the UN's political framework. 


nsibility could be turned | 


At the pledging conference, Sir Robert — 


Jackson, the secretary-general's Cam- — | 
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Sihanouk with Thai Prime Minister Prem Tinsulanond: old animosities die hard. 
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Trauma of a temple 


An old dispute over a Khmer shrine still annoys the 
Thais as they back the new Cambodian coalition 


By John McBeth 
Bangkok: In а telegram sent to his follow- 
ers on the Thai-Cambodian border more 
than two years ago, Prince Norodom 
Sihanouk said: “Thailand infinitely de- 
tests me and does not permit me to set foot 
on its soil . . . You must not say that you 
"support me as those favourable to 
Sihanouk will obtain nothing. China and 
the protection of Thailand are absolutely 
essential to you." 

Much has happened since then to 
change the atmosphere, the turning point 
being the formation of an anti- Vietnam- 
ese coalition government linking 
Sihanouk and fellow resistance. leaders 
Khieu Samphan and Son Sann. And in his 
first visit to Thailand in 29 years to set the 
seal on the new-look Democratic Kam- 
puchea alliance, the prince told a press 
conference last month: “We will never try 
to make trouble for Thailand. Thailand 
has done so much for us, your burden has 
been so heavy . . . We have found a second 
homeland in Thailand." 

But old animosities die hard and none 
more so than the bitter conflict two de- 
cades ago over sovereignty of the clifftop 
temple of Preah Vihear on Cambodia's 
northern border with Thailand. The dis- 
pute was settled, at least from a legal 
standpoint, when the International Court 
of Justice decided in a judgment on June 
15, 1962 that the ancient Khmer-built 
ruins belonged to Cambodia. 

But while Thailand grudgingly accepted 
the decision, the blow to its pride has 
never been forgotten. And Sihanouk, who 
was Cambodia's head of state at the time 





of the decision, was not allowed to forget 
it either when he set foot in Thailand for 
the first time since 1953. Although the co- 
alition and its ramifications were the news 
of the moment, the first question posed at 
the July 12 press conference dealt not with 
that but with the question of Preah Vi- 
hear, or what the Thais call Khao Phra Vi- 
harn. 

It was perhaps to be expected, even if 
Western correspondents unfamiliar with 
the depth of emotion involved were be- 
mused over why the issue was raised at all 
given Sihanouk's current status. Days be- 
fore, the controversy had come bubbling 
to the surface in the Thai press. A colum- 
nist for the rightwing Dao Siam daily, 
which in the past has reflected the opinion 
of elements in the Thai military, said he 
was still acutely aware of what the dispute 
meant to Thailand. “This is a costly lesson 
all Thai people will never forget," he 
wrote. “What Sihanouk did to Thailand 
was a pain we can hardly tolerate.” 


ot everyone agreed it was appropriate 
to bring an old skeleton out of the 
closet. The Thai-language Daily News call- 
ed on the Thai people to "forgive and 


forget the past and try to help Sihanouk in | 


his quest for peace in Cambodia." And in 
a pre-visit editorial, the Nation Review 
said it was best to consign irrelevant issues 
to limbo and to welcome the prince in his 
new role as the head of the anti- Vietnam- 
ese coalition. 

But there. was no escaping it, as 
Bangkok Post editor-in-chief Theh 








aec: made clear at the outset of 
a news conference halfway through 
Sihanouk's 13-day stay. Would the prince, 
he asked, consider reviewing the case 
when and if he was restored to power in 
Phnom Penh? Sihanouk paused, and then 
replied: *Both governments want to have 
good fraternal relations, to respect the ter- 
rtory of each country. We are two 
brotherly countries and it seems that Khao 
Phra Viharn belongs to the past. Let 
bygones by bygones.” 

Pressed further, the prince pointed out 
that both sides had presented their cases 
and that they had to abide by the final de- 
cision of the World Court. He gave a ner- 
vous laugh and went on: “Many years 
have passed so it seems now we should not 
re-examine. .." His voice trailed off, 
then picked up again as he explained he 
was a president without dictatorial power, 
unlike earlier times when his political 
party controlled all the seats in the Cam- 
bodian National Assembly. 

"If both governments agree to re- 
examine the question, it is not in my 
power to decide one way or the other," 
said Sihanouk, now somewhat perplexed. 
“I have no power. I am just a figurehead. 1 
can't just say this and that about such a de- 
licate case.” 

The Bangkok Post headlined a front 
page story the next day: “Talks on Khao 
Phra Viharn possible," while opinion 
pieces in Thai-language newspapers con- 
tinued.to snipe at the Cambodian leader 
despite the applause he had received from 
Thai newsmen when he referred to their 
country as a genuine friend. 

A second Dao Siam columnist likened 
Sihanouk to a cobra which after being 
saved from death by a farmer, turns and 
bites the good samaritan to death. Sharing 
the same sentiment, but juxtaposing it 
with widespread published concern over 
the consequences for Thailand following 
formation of the Asean-supported coali- 
tion, Naew Na newspaper commentator 
Phya Mai accused Sihanouk of driving 
Thailand into conflict with Vietnam and 
warned that the prince should not be 
trusted “because he stole Khao Phra Vih- 
arn from our country.” 

It appears highly doubtful that the case 
received any attention at official Іеуећаї a 
time when all thoughts were fixed on the 
coalition. But when asked if it had figured 
in Sihanouk’s talks with Thai leaders, a 
Foreign Ministry official would only say: 
“Not yet.” 

The disputed temple is a complex of 
three separate courts built at the time of 
the Khmer empire which stretched over 
great parts of what is now Thailand and 
which produced the wonders of Angkor 


| Wat and many other shrines in northern 


and northwestern Cambodia 

Its construction was begun at the end of 
the ninth century during the reign of 
Yashovarman 1, who had a passion for 
constructing temples on mountaintops. 
But the biggest contribution tothe complex 
was made by Suryavarman I and it was not 
fully completed until the first half of the 
12th century during the rule of Suryavar- 
man II. Historians say it appears to have 
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€ ALL kinds of book burners and his- 
tory re-processors are coming out of the 
woodwork in the wake of the Japanese 
textbook row. According to a report in 
the Hongkong Standard, one Honiguchi 
Toyohiko, the leader of a group of young 
Japanese visiting Hongkong, said that as 
times changed it was necessary to revise 
segments of history. Explanations of his- 
tory were just like "metabolism" and re- 
cent revisions were just discarding out- 
dated views. 

Toyohiko, himself a teacher of geo- 
graphy, did not say whether his maps 
showed China as part of Dai Nippon 
Teikoku, the Great Japanese Empire. 
Not to be outdone in mind-bending 
bigotry, the same day one Vivian Sun of 
the censorship unit of the Hongkong 
Government's Television and Entertain- 
ment Licensing Authority threatened to 
censor the controversial new Japanese 
war film Dai Nippon Teikokuto remove 
parts which allegedly dis- 
torted historical events, “If 
the film cannot be cut, we 
would have to ban it," ex- 
pounded the ridiculous Sun, 
echoing Peking's condem- 
nation of the “militaristic” 
movie. Official grounds do 
exist for censoring films for 
reasons other than sex and 
violence. Page 9, Section 17 
of the government Film Cen- 
sorship Standards booklet 
states: "It is undesirable to 
show films that would ex- 
ploit feelings of racialism or 
emphasise animosity to- 
wards any particular race, 
creed, colour or nation.” 
Doubtless Sun’s version of 
history is just as objectiona- 
ble as Toyohiko's. 

e I DIDN'T know what a 
dugong was until Derek 
Massarella of the 
Economics Faculty at 
Tokyo's Chuo University 
sent us a cutting from the 
Asahi Evening News of July 
5 about a pair of the crea- 
tures kept at the Toba 
Aquarium in Mie Prefec- 
ture. Apparently they are 
sea cows — mammals 
which, unlike the whales (at 
least for the Japanese), are 
internationally protected. 
They suckle their young and 
are thought to have been 
the origin of the mermaid 
myth. Actually, the item re- 
veals more about the Japan- 
ese than it does about the 
dugongs, which apparently 
have a panda-like reluc- 
tance to couple in captivity. 
The report was headed, with 
clinical frankness, “Dugongs 
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copulate,” and carried a picture to prove 
that they do just that. 

The Asahi said: “Pregnancy lasts 12 
months for these animals and, if things 
go well, a sign of pregnancy will appear 
within a year" — which seems hardly 
surprising. "A year hence," the item 
continues, "the female will give birth for 
the first time in the world following ar- 
tificial breeding." Well, the Japanese 
should know the synthetic from the real 
thing, but judging from the photograph, 
the last thing the dugongs appear to be 
up to is artificial. 


———————— 


€ FOLLOWERS of the recent saga of whether or not Lon- 
don Daily Mirror journalist John Pilger was taken for a ride 
g about how he bought a Thai slave girl 
amused by this light-hearted 
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Anyway, the report goes on to dem- 
onstrate the Japanese attention to detail: 
‘The two dugongs involved were 
‘Junichi,’ a male and 215 centimetres 
long, and ‘Junko,’ a female and 225 cen- 
timetres lorig. 

They have been living together since 
April, 1980, but they avoided each other 
at first. Since around February last year 
they began to touch each other. 

They copulated three times on June 17 
and 18.9 

It strikes me that the Japanese press, 
lacking a Prince Charles and a Princess 
of Wales, are doing the best they can 
with their dugongs. 

e THE diligent research of British- 
based stockbrokers Grieveson, Grant 
and Co. appears to take them deep into 
the nightlife of Tokyo. In the firm's 
latest report on Japan, it reports that a 
new word has entered the argot of the 
discotheques. The term "plug compati- 
ble" was, until recently, 
purely computer specialist 
jargon. But it became com- 
monly known after Hitachi 
was caught in the FBI'S 
net. It was translated into 
Japanese as *kampachi" in 
the many articles on the 
scandal. The allegation 
against Hitachi is that it was 
stealing technology to make 
Japanese computers 
with IBM's 
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There were ham in her eyes when she 
saw her son Pil Gee for the fient time in 


bright young things who 
flock to the discos of Rop- 
pongi have come up with 
the expression “kampachi 
gaaru” for young Japanese 
ladies who fraternise with 
Americans. . 

@ A MEASURE of how 
much ordinary — or not-so- 
ordinary Britons know 
about Hongkong, and thus 
how much they care about 
the territory's future, came 
in the quarter-finals of the 
annual Brain of Britain quiz 
broadcast on the BBC 
World Service on August 
16. The contestants, while 
well able to answer obscure 
questions about, say, the ti- 
tles of palace officials in the 
Frankish kingdom, were 
totally stumped by one 
question: “What was the 
position held by Sir Craw- 
ford Murray MacLehose 
until his elevation to the 
peerage this year?" 

One thought he had 
been Britain's Ombudsman. 
Another suggested Ambas- 
sador to Moscow. The other 
two did not even attempt to 
answer, 
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worked bordered on slavery. During the 
eight years after 1930, 9,571 mine acci- 
dents were reported, resulting in 9,631 
men killed or injured. With 94% of the 
capital invested in Korea belonging to Ja- 
panese businessmen, Koreans were re- 
duced to subcontractor level. Industrial 
participation by Koreans was minimal, 
consisting mainly of providing cheap 
labour. The Koreans resisted everywhere, 
a three-month strike by 5,000 longshore- 
men in Wonsan in 1929 being a well- 
known example. 

Japan’s cultural policy was no more en- 
lightened. While the French built schools 
in Indochina, including the University of 
Hanoi, Japanese officials almost habitu- 
ally seized books and burnt them. They 
closed down seven newspapers and five 
journals, and forbade Koreans to operate 
Western-oriented schools or even private 
academies teaching Chinese classics. In 
their place, the Japanese instituted pri- 
mary schools whose main purpose was to 
make Korean children into useful subjects 
of the Japanese emperor, to whom they 
were made to bow their heads in the direc- 
tion of Tokyo every day at noon. 

Popular access to higher education was 
Virtually cut off and subjects taught were 
usually limited to non-technical areas. 

ildren of upper-class Koreans, a very 

of whom were admitted to law depart- 
ments of Seoul Imperial University, were 
trained for the specific purpose of colonial 
administration. Throughout their rule of 
Korea, the Japanese encouraged collab- 
oration by a small group of the landhold- 
ing Korean upper class, who became their 
instrument for helping to suppress lowers 
class Koreans. As the British kept the 
rajahs to rule India, so the Japanese re- 
tained the landed yangban class (the nobil- 
ity) to divide and rule. 


о" particularly pernicious goal of their 
ыў cultural policy was to re-intepret Ko- 
rean history to convince not only Koreans 
but also the world at large that Koreans 
had always been divisive, obstinate and in- 
capable of maintaining their independence. 
Policy debates within the royal court, for 
example, were defined as factionalism. 
Korea's diplomacy of trying to keep China 
at bay by paying annual tributes was de- 
Scribed as sadaechuui, or big-power sub- 
servience. From 1939 onward, the use of 
the Korean language itself was banned, 
with schoolchildren encouraged to inform 
on those who did not conform. From 1940, 
all Koreans were ordered to change their 
names. 

It was a massive cultural and mental 
castration of Koreans — those who re- 





fused to change their names could get no | 


education, no documents processed, no 
rations to counter wartime deprivations. It 
was far from what the new Japanese 
textbooks refer to simply as "encourage- 
ment of Japanese language." Paying obei- 
sance to Japanese Shinto shrines became 
mandatory after 1935, particularly tor- 


| ground to see if their other colonies in Asia 


menting Korean Christians who had been 
converted by American missionaries. 
About 2,000 of these Christians were sub- 
sequently arrested for anti-state activities. 
Records reveal that by 1945, nearly 50 had 
died in prison through maltreatment. 

In their later phases of control, the 
British in India and the French in In- 
dochina accorded their subject peoples a 
measure of slow autonomy at the lower 
level, enabling some natural leaders, be 
they Jawaharlal Nehrus or Ho Chi Minhs, 
to emerge and secure some local recogni- 
tion. And the Dutch in Indonesia had to 
cope with leaders with populist 
backgrounds such as Sukarno and 
Mohammad Hatta. 

The Japanese in Korea tolerated no 
such figures, as a result of which all would- 
be nationalist leaders had to flee the coun- 
try, some to China such as Kim Koo, chair- 
man of the Korean government in exile 
first in Shanghai and then in Chong- 








Seoul demonstration against textbook revision 


the scars are deep 


qing. and others, such as Syngman Rhee, 
to. Hawaii and the mainland US. Those | 
who survived inside Korea did so by stay- 
ing underground, and many of these were, 
unfortunately for a liberated Korea, 
Leninist radicals. And unlike Indochina 
or Indonesia, Korea's terrain, offering no 
inaccessible santuaries as a guerilla base, 
provided no chance for any independence 
figures, whether from Right or Left, to | 
maintain à prolonged contact with the 
local populace. 

Moreover, the Japanese in Korea had 
no political incentives to impose a more 
civilised colonial policy as they were 
hardly competing, as they did in Burma, 
Indochina or Indonesia, against the whites 
for the hearts and minds of the natives. 
That seemingly allowed the Japanese to 
release in Korea the full fury of their 
brutalities. Korea, in short, was a testing 








could really be assimilated into the Great- 

er East Asia Co-prosperity Sphere. 
Although it lasted only for 35 years, a re- 

latively short period compared to British 





domination of India and French colonisa- 
tion of Vietnam, Japan's subjugation of 
Korea, in terms ofits lasting effects, has in- 
deed been debilitating. When Japan sur- 
rendered in August 1945, Korea was left 
depleted not only in terms of physical re- 
sources, but also in more valuable re- 
sources of leadership capability. In re- 
sponse to the US fear of a Soviet advance 
into the South, even before the official sur- 
render, Washington quickly drew a line 
partitioning the country across the 38th 
parallel. 


TA US military government which ad- 
ministered the South for three years up 
to 1948 not only refused to recognise the 
Koreans' provisional government in exile 
in China, but also allowed the substrata of 
the nation's leadership to be filled by Ko- 
reans with ample records of collaboration 
with a dying Japanese empire. To many 
South Korean nationalists who protested, 
an officer under the US military gov- 
ernor remarked: “If they [Korean col— 
laborators] did a good job for the Japanese 
police, they ought to do the same job for 
us. 

Despite the changes in the geopolitical 
landscape since World War I1, Koreans re- 
tain disturbing reservations about present 
Japanese goodwill and future intentions. 
The Japanese elite, as represented by the 
leadership of the Liberal Democratic 
Party (LDP) still includes figures who 
were directly involved in prosecuting the 
war and maintaining a harsh colony in 
Korea. 

In 1965, when then president Park Chung 
Hee was normalising relations with 
Tokyo, pushing back half a century of fear 
and animosity, several LDP leaders 
openly claimed Japan had done good 
things for Korea — introducing railways, 
modern education, even teaching the art 
of making the seaweed delicacy, nori. Re- 
cently, another Japanese rightist politician 
provoked wrath here by chastising the Ko- 
rean people for treating Ahn Chung Kun, 
a Korean who assassinated Prince 
Hirobumi Ito, modern Japan’s first prime 
minister, in 1909, as a national hero. 
Hirobumi's face adorns Bank of Japan 
notes, while the turtle ship that success- 
fully battled Gen. Hideyoshi's invasion 
force in the 16th century, is on Korean 
bank notes. 

Unfortunately, the greying LDP politi- 
cians are figures that the Park government 
considered “Korea's friends" — a danger- 
ous misconception which overlooks their 
real intention, In fact, they are no more 
friendly to Korea than are some of the Ja- 
panese leftists who have been stridently 
criticised by all South Korean govern- 
ments. Koreans remain suspicious about 
the future role Japan intends to assume in 
Asia. While from the US perspective it 
seems only reasonable that Japan should 
assume a greater role in defence of Asia, 
any large-scale rebirth of militaristic men- 
taility is certain to be felt first in Korea. 
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Seoul: For Koreans, 
meniories of Japan- 
:ese aggression are still 


deep to be easily 
eradicated. Wounds 
from 35 years of colo- 
nial rule, which was 


e - particular. harshness 
which Japan seemed to reserve only for 
Koreans, have yet to heal, nearly four 
decades after Japan's defeat in World War 
II. So the recent nationwide anger here 
over the rewriting of history textbooks to 
be distributed to Japanese middle- and 
high-school students beginning next year 
should be perceived within the context of 
that very special experience. 

Neighbours geographically, with a his- 
tory of cultural intercourse stretching over 
millenia, Korea and Japan underwent in 
the early 20th century the bleakest mo- 
ment in their long relationship, compara- 
ble in large-scale suffering only to the 
Hideyoshi invasions of the 1590s. It was a 
most unfortunate twist in the march of his- 
tory as Korea had transmitted to Japan 
some of the finest aspects of its own as well 
as the Chinese civilisation. Buddhism and 
Confucian culture: reached the shores of 
Japan via Korea. =< 
The process which ultimately resultedin 

the annexation of Korea in 1910 began in 
the late 19th century. Following its Wes- 
ternisation in the Meiji era, Japan steadily 
increased its military and economic pre- 
sence in Korea after defeating China in 
1895 and Russia in 1905. In exchange for 
Japan's understanding of the American 
‘seizure..of the: Philippines, the United 
States agreed to recognise Japan's supre- 
тасу over Korea which led; in 1905, to 
Japan imposing its “protectorate” over the 
country. That paved the way for Japan’s 
outright colonisation of Korea five years 
later, on August 22, 1910. 

Unlike European colonisers, who were 
generally satisfied with the mere political 
control and economic exploitation of their 





| newly acquired territories, Japan's goal — 


under the Naisen Ittai policy (“Japan and 
Korea one body") — was total assimila- 
tion. In practice, this meant the creation of 
a permanent underclass of pseudo-Japan- 
ese citizens who would be trained to per- 
form menial tasks for their masters. 

The new colonial government, headed 
by a governor-general sent from Tokyo, 
soon became the focus of numerous resis- 
tance attacks by Korean forces. Tens of 
thousands of armed militiamen engaged 
colonial forces for several years. Poorly 
.armed, lacking in training and basically 
disorganised, they were no match for the 
Japanese forces, who. vere: ior i 
terms of modern equipme 
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Korean nationalism proved more dif- 
ficult to extinguish. In 1919, encouraged 
by the self-determination doctrine of the 
then US president, 
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seizure of large tracts of land throug 
plementation — beginning in 1911 — 
series of national land surveys; req 
landowners to register their property 
the authorities. The procedures were com- 
plex while the time provided was usually 
only 30 days. Asany land not correctly re- 
gistered became national property, tlie 
colonial government came to control over 
10% of all farm paddies and over 60% of 
the forests. High rent was extracted from 
the sharecroppers who tilled their fields = 
usually half of their harvest and at times as 
high as 80%. Tenants. who resisted were: ' 
summarily evicted from tand their families 
had worked for generations. Disputes» 
over land tillage, numbering 15 cases in 
1920, rose to 726 in 1930, and eventually to: 
31,700 in 1937. The number of farmers ` 
working as tenants rose from. 40.6% in. 
1920 to 53.8% in 1942. 

Many of these farmers later ended up 
providing labour for Japan, particularly 
after the 1937 invasion of China increased 





















manpower needs. In 1939-45, more than ^^ 


1.1 million men, mostly from rural areas, 
were sent to Japan for heavy labour, süch 
as in the mines. Also sent were some 


: 200,000 daughters of poor families, as 


members of the so-called deishindai (vol- 
unteer corps) to work in Japanese fac- 

tories, or worse. Of these women, 50- 

70,000 went to the front lines to'serve the’ 
needs of Japanese soldiers. Not surpris- 
ingly, a wave of marriages swept aóross. 
rural Korea to spare young girls from the 
need to *volunteer." ME SIUS 














another, described with 
vested interest by Mindan 
and more impartially by 
Japanese law-enforce- 
ment authorities. These 
sources say Chongryun 
members routinely spy for 
North Korea, both in 
Japan and in South Korea. 
Further, they charge 
Chongryun members with 
sometimes ^ kidnapping 
stateless Koreans and 
forcing them to become 


agents for North Ko- 
rea. 
Tokyo police chief 


Kokichi Shimoinaba said 
recently: “We don't have 
any particular problems 
related to Koreans." But 
Japanese immigration officials estimate 
5,000 people a year travel to North Korea 
illegally, for revolutionary training, sight- 
seeing in North Korea or for permanent 
immigration. Around 94,000 Koreans 
have migrated to North Korea since the 
end of World War II. 

Some Japanese Government officials 
say Chongryun officials engage in extor- 
tion to repatriate much-needed hard cur- 
rency to the North. And there are even 
charges that North Korean fishing boats 
clandestinely land on Japanese shores 
with cargoes of a certain cod roe favoured 
by Korean palates but limited by Japanese 
quotas. Chongryun's response to these ac- 


hoped to reach a mutually acceptable 
package that would total US$4 billion 
over the next five or six years at an interest 
rate of about 6.1%. They also sought 
agreement on the extent to which the Ja- 
panese Government could provide funds 
to be used separately from specific indus- 
trial projects that were tied to Japanese 
suppliers. 

Besides Lee's influence on the talks, the 
discussions were also smoothed by a re- 
sumption of the traditional back-channel 
political network among politicians from 
both countries. Many Japanese Govern- 
ment and political figures have been un- 
easy with Chun partly because he was an 
unknown quantity to them. His heavy- 
handed and sometimes violent actions to 
crush domestic dissent irritated many Ja- 
panese, and it was not until recently that 
that the old-boy political ties began to 
have an impact on the negotiations. 

Before the textbook issue soured rela- 
tions yet again, there had been sympathe- 
tic treatment in the Japanese media to- 
wards Koreans. One TV network broad- 
cast a series of late-night programmes on 
the difficulties of Korean residents of 
Japan, and several of Japan's largest 
newspapers carried articles about the sad 
lot of Koreans who were killed and in- 
jured during the nuclear bombings of 
Hiroshima and Nagasaki. 

Now some observers fear the headway 
gained by those efforts at mutual under- 
standing will be lost — perhaps irretrieva- 
bly. In the 17 years since they exchanged 
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Local Chongryun office: a window on the world. 





cusations is not especially enlightening. 
"We are not in a position to say," com- 
mented Song Jae Ryong of the Interna- 
tional Affairs Bureau. 

The claims of each association can be 
treated with the same scepticism that can 
be applied to propaganda from both Seoul 
and Pyongyang. Nevertheless, Chon- 
gryun remains North Korea's window on 
much of the Western world. However nar- 
row it may be, the glimpse is slightly better 
than if there were no window at all. 

In its own right, the association says it 
represents the hopes and dreams of sev- 
eral hundred thousand people — who 
happen to be Koreans, who happen to be 


ambassadors, Japan and South Korea 
have ridden an emotional roller-coaster in 
their relations. Japanese contempt for Ko- 
reans has grudgingly given way to a re- 
spect for South Korea's extraordinary 
economic performance. 

South Korea returned the favour for the 
same reason, coupled with its dependence 
on Japanese money, industrial equip- 
ment, technology and technicians for part 
of its growth. However, the respect re- 
mained only skin-deep. In 1973 the Japan- 
ese were outraged when opposition politi- 
cian Kim Dae Jung was kidnapped from a 
Tokyo Hotel by South Korean intelli- 
gence agents and hauled back to prison in 
Seoul. A year later, South Koreans staged 
anti-Japanese demonstrations after a Ko- 
rean resident of Japan shot and killed the 
wife of the then president, Park Chung 
Hee, in Seoul. 


hese two incidents were the most seri- 

ous disruptions between South Korea 
and Japan during the 1970s. Economic ties 
strengthened during the decade, as both 
nations struggled to maintain reasonable 
growth after the two major oil-price in- 
creases, There was intermittent grumbling 
from South Korea about Japan’s widening 
trade surplus, but economic waters were 
generally calm. 

As of September last year, Japan’s total 
direct investment in South Korea was 
US$388.3 million in cash and US$258.2 
million in capital goods, roughly half of 
overall direct foreign investment in South 


living outside their home- 
land. And if many of 
Chongryun’s own hopes 
and dreams seem to make 
it a quixotic, if not quaint, 
body — a socialist Oz ina 
capitalist archipelago — it 
also helps people. 

Many of those it helps 
would be considered dis- 
placed persons in Western 
Europe, refugees of war, 
transplanted to foreign 
climes against their will, 
unable, with a few excep- 
tions, to return home. Its 
members, its very exis- 
tence, come from Japan’s 
colonial domination of the 
Korean peninsula from 
1910 to 1945. 

For a decade, Koreans in Japan re- 
mained largely unorganised until Chon- 
gryun was founded in 1955, Its first two 
decades were marked by internal factional 
battles and sometimes violent.clashes with 
Mindan. Japanese law enforcement au- 
thorities say that factionalism has now 
abated. 

But they speak of a secret group within 
Chongryun, called Rodong, that leads ac- 
tivities of the association, sometimes 
under direct orders from Pyongyang. Min- 
dan claims there are two main Chongryun 
factions: one favouring the succession of 
Kim’s son, Kim Jong i; as president of 
North Korea after the older Kim dies, 


Korea since 1962, compared with the 26% 
share of the United States. Japan's ratio 
has been falling for a number of years, and 
several Japanese companies have pulled 
out of South Korea because of higher 
wage rates and their reluctance to provide 
South Korean companies with modern 
technology. 

Japan has posted а US$21.6 billion 
cumulative trade surplus with South 
Korea since 1965, and the surplus over the 
next five years is expected to reach US$15 
billion. In recent vears, South Korean 
Government officials and businessmen 
have joined the chorus of those seeking to 
redress bilateral imbalances with Japan. 

Unless and until the textbook issue is re- 
solved, there is little chance bilateral rela- 
tions will improve much. Unlike China, 
whose diplomatic protests have been con- 
fined to the textbook changes, South 
Korea has included the whole panoply of 
its grievances against Japan in its formal 
and popular protests. One South Korean 
minister, for instance, reportedly said; 
"You can't expect the Japanese to act like 
human beings on this issue." Some Japan- 
ese politicians and commentators have 
dredged up the old stereotypes of Koreans 
as primitive ruffians, unable to be gov- 
erned by democratic means. 

Whatever the merits of either side's 
arguments, the emotional leavening 
makes it increasingly hard to settle any 
pending issue rationally. Clearly, some 
pride must be swallowed by both coun- 
tries. 
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Tokyo: At first glance, the nine-storey 


building looks like any other local bank. 
Attractive young female employees wait 
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scurry from desk to desk in the cluttered 
office and a new on-line computer churns 
out lines of numbers on ‘multilayered 



























veals unique differences from other finan- 
cial institutions. 

The young women all wear pink and 
navy-blue chima chogori, the traditional 
Korean dress; transactions are conducted 
in the Korean language, and against the 
back wall hangs a colour portrait of North 
Korean President Kim Il Sung: This is the 
` Tokyo headquarters of the Korean Credit 
Association, the main branch among 161 













cial needs of thousands of pro-Pyongyang 
Korean residents of Japan. Bank officials 
claim they have 300,000 customers, nearly 
half the estimated 650,000 Koreans living 
in Japan, serviced by 23,500 employees. 
. Total deposits are estimated at ¥689 bil- 
lion (US$2.65 billion). | 
The bank, like a variety of other social 
institutions, is under the aegis of Chon- 
: gryun, the General Association of Korean 















issue over first." A Japanese official coun- 
tered: “Our position is that these should 
be separate issues, but in practice it would 
i- | be difficult for the Korean side to resume 
` talks on economic cooperation when pub- 
-lic opinion has been so agitated." 

There is no immediate prospect of re- 
‘| suming the talks on the aid issue, and the 
impasse is of far greater importance to 
both bilateral relations and South Korea’s 
economic growth than the textbook con- 
‘troversy, One reason is that South Korea 
needs the money. The country's new five- 
‚ year economic development plan projects 
real growth in gross national product at 7- 
8% a year and export growth averaging 
10-20% a year during the period. The plan 
also estimates a current-account deficit of 
US$20.8 billion over its term. 

If those forecasts are correct, South 
Korea will require substantial amounts of 
be near re- | foreign credit to finance its perennial cur- 

sides made | rent-account deficits and to promote 

earlier bar- | domestic investment, especially in 11 spe- 

g positions. Then the textbook con- | cific industrial projects. However, its 

arose, forcing the abandonment | debt-service ratio has risen to nearly 20% 

ilateral aid talks. from 14% last year, and the government 

kly speaking, the Korean side | wants Japanese money on the most 

give a damn about [economic] со- | favourable terms possible. — 

eration now,” said one South Korean ul originally sough 
‚аро 
































textboo 


оп customers across.a counter, clerks” 


paper. However, closer examination re- ` 


throughout Japan. that cater to the finan- 












lese name is 
also the um- 
jose Koreans in 
orth Korea. Pro- 
South Korean residents have their own or- 
ganisation, called Mindan (in both Ko- 
rean and Japanese). Like their father- 
lands, the two associations are diametri- 
cally opposed to each other. 
Chongryun, for instance, claims it has 
435,000 dues-paying members in 49 local 
headquarters, 310 cha nd 1,800 sub- 
chapters all over J. indan's regis- 
tered membership ‚600, according to; 
its officials: Bot agree that near! 
100% of Chong: embers are origi- 
nally from south ea. | 
. Chongryun spo ` corporations 
and two trading iniversity, 12 
high schools, 56 ols and 85 pri- 
mary ‘schools in ts officials also 
maintain they orth Korea's 
policymaking, a reflect it. Butin 
reality the association is little n 
an organisational parrot for Pyongyang, 
an external megaphone through which is 
amplified the dreary rhetoric of North 
Korea’s propagan 

That isone side of Chongryun. There is 
































































dent Chun Doo Hwan. That target was 
soon seen as a pipe-dream, and more pru- 
dent South Koreans lowered the request 
to US$6 billion. Even that amount re- 
mained unacceptable to the Japanese, 
who rightly argued that South ‘Korea 
would receive the lion's share of their total 
overseas development assistance, at. the 
expense of other, more needy nations. 
hen, in the latest of 11 cabinet reshuf- 
fles engineered by Chun since he took 
power, Lee Bum Suk was appointed 
foreign minister. He visited Tokyo in July 
and impressed most of the Japanese offi- . 
cials involved in the negotiations. Lee 
reassured the Japanese, who were worried 
about South Korea's political stability 
after a:series of incidents earlier this year 
had called Chun's competence and judg- 


ment ihto question. ^ 
Le also gave what one Japanese diplo- 
mat termed political momentum to the 
talks. South Korea lowered its total aid re- 
quest to US$4 billion, a figure acceptable 
to Tokyo. The South Koreans wanted yèn 
credits totalling at least US$1.7 billion, 
with the rest of the money taking the form 
of low-interest commodity loans. Japan 
continued to insist on US$1-1.5 billion 
worth of yen credits and the rest in export- 
import bank loans for specific industrial 
projects in South Korea. 
Although Japan's position’ remained 
e South Koreans, both. 
of July, to 
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in South Korea for continuing pain in her 
womb, he said. His elder brother, Kim 
Sang Kun, 49, who was a railroad worker 
in Hiroshima in 1945, suffers from ul- 
cers. Sang Kun’s wife, Pak Hye Su, has 
an acute stomach ailment. After surviv- 
ing the Hiroshima blast, they all re- 
turned to Korea in 1945. 

Kim Yong Kun said, however, that his 
was an exceptionally fortunate case. 
Some Japanese witnesses in Hiroshima 
had verified that he was an atomic bomb 
victim, which is a precondition for get- 
ting a Japanese Government *bomb cer- 
tificate" entitling him to free medical at- 
tention. 

In South Korea, there are some 9,000 
people identified by the government as 
victims of the atomic disease, but they 
have to be treated in South Korea. The- 
Japanese Government has built a special 
hospital for atomic-bomb victims in 
Hapchon, a small farming town near 
Taegu, because most of the Hiroshima 
Koreans came from there. Those being 
treated in South Korea, however, com- 
plain of insufficient medical attention — 
only 10 victims have been brought to 
hospitals in Hiroshima and Nagasaki for 
advanced treatment, their air fares paid 
by church groups in the two cities. Kim 
Yong Kun was among this small, 
privileged group. — SHIM JAE HOON 





exploitation have left Koreans so embit- 
tered that they have now begun fighting 
for a full range of benefits and rights, in- 
cluding the right to vote — which they had 
before World War II — permanent resi- 
dence without threats of deportation, and 
use of Korean names to develop their 
ethnic identity. A Fukuoka-based Korean 
missionary worker, the Rev. Choe Chang 
Hwa, has sued NHK broadcasting station 
for continually pronouncing his name in 
the Japanese way. 

“What we want is integration, not as- 
similation, so we can keep our own iden- 
tity and still become constructive mem- 
bers of the Japanese society," said Lee 
Sung Mok, an editor of the pro-Seoul 
newspaper Tongil IIbo in Tokyo. 

One of the most complex problems fac- 
ing negotiators from Tokyo and Seoul is 
that of providing a clearer definition on 
the legal status of ethnic Koreans yet to be 
born in Japan. When the late South Ko- 
rean president Park Chung Hee signed the 
normalisation treaty with Japan in 1965, 
he allowed their legal status to be loosely 
handled, in his hasty bid for US$500 mil- 
lion in Seoul's claims arising from Japan's 
colonisation. 

Under the normalisation treaty, all Ko- 
reans who had been living in Japan up to 
1945, and their grandchildren, were given 
the automatic right of residence, called 
treaty rights. The rights of later genera- 
tions were left for further negotiation. 

But the treaty rights referred only to 
Koreans who applied for residence under 
South Korean passports, leaving about 
200,000 others who hesitated in support- 
ing the South in limbo. Although these 
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deal with 
that is a solid one day 
a liquid the next, 
and sometimes a gas? 


The cargo in question is energy, and it’s coal from one 
destination. Crude oil from another. And more and more often, liquid 
propane gas as well. 

You deal with it by building ships: Special carriers designed to 
carry these energy fuels in a safe, efficient manner. NYK has these 
types of ships in service now. More are planned as energy needs 
change and newer energy sources are discovered. 

At present Japan derives about 70 percent of its energy 
requirements from petroleum. Other nations too rely too heavily on 
petroleum. And that's not good. We're recommending that reliance of 
petroleum be cut back by using alternative fuels. That’s why we are 
operating coal carriers, LPG and crude oil carriers—and planning 
newer fuel carriers. 

We know this is not the complete answer to the energy problem, 
but it's part of it. It may be part of 
yours too. So why not give us a call. 
Let's work together by diversifying 
into other sources of energy because 
we have the kind of ships to carry the 
fuels safely and efficiently. 








Charting a course i 
for tomorrow as well as today = NY Kine 
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_ | Tokyo: The monument to the 20,000 
| Koreans who died from the atomic bomb 
| attack on Hiroshima on August 6, 1945, 
| stands on a street corner at the end of a 
small bridge overlooking the serene 
of Hiroshima Peace Park 

across the Honkawa river. It stands out 
from other monuments because of its 
stone foundation, a carved figure of a 
tortoise, which is a grave marker in 
ov signifying the eternal spirit of the 


For the 15,000 Koreans who survived 
the bomb and are living in Hiroshima 
| today, the monument stands for their 

. continuing humiliation by the Japanese, 
| which they feel is symbolised by the fact 

| that their monument stands outside the 
main peace park, where the cenotaph for 
the 200,000 Japanese who perished 
under the same nuclear attack is en- 
shrined 


A group of Christian leaders from 
Seoul who made a pilgrimage to the 
monument last year, headed by the wife 
of former South Korean president Yun 
Po Sun, noticing its secluded and shabby 


| Ship. Those who have no criminal record 
_ and who have lived in Japan continuously 
- for at least five years are eligible for 
| Citizenship. However, only about 3,300 
| Koreans are naturalised each year. And 
— maturalisation is no panacea for discrimi- 
— mation. Japanese tend to look down on 
- naturalised citizens while other Koreans 
| show resentment towards those “who 
| have turned their backs to the homeland." 
Particularly among first-generation im- 
— migrants who have neither forgiven the 
Japanese nor forgotten their persistent 
— discrimination, the idea of assimilation 
- through intermarriage is anathema. 

For the average Korean in Japan, dis- 
crimination is a part of everyday life. Be- 
- side the fetid water of the Tamakawa river 

_ in the industrial section of Kawasaki only 
an hour’s ride from Tokyo, a dozen 
` — cardboard houses stand on a vast pile of 

garbage. It is a Korean ghetto called 
— Saiwaiku where 400 Koreans live by re- 
cycling old tyres and other garbage or run- 
| ning one-house steel fabrication shops. 

— Similar ghettos abound in Osaka, a city 
| which has a Korean minority of more than 
- 180,000. In its northern Ikuno section, 
— hundreds of Koreans busily manufacture 
_ plastic sandals for big Japanese firms. А 
- sweeping explanation by Japanese offi- 
-— cials that the Koreans do what they do be- 
— cause of insufficient education or skills has 
- been challenged because Ikuno workers 
— include a number of college graduates 
_ who cannot find jobs with big companies 
| that discriminate against Koreans. 

“Our income here is half that of the or- 
dinary Japanese worker," said Yim Jong 
Bok, general secretary of the Mindan — 













|| Discrimination after death for 
| the A-bomb's outcast victims 





location, broke down and cried. “This is 
proof that Japan discriminates against 
Koreans even after their death," Mrs 
Yun, a civil-rights leader, declared in 
Seoul. 

Efforts by officials of Mindan — the 
South Korean residents’ association — 
in the city to move the monument into 
the peace park area have been unsuc- 
cessful. The Hiroshima municipal au- 
thorities object on the ground that they 
cannot allow more than one cenotaph in- 
side the park. When South Koreans per- 
sisted, they let it be known that if Min- 
dan's request was approved, they could 
face a similar demand from a second 
group of Koreans in the city who support 
North Korea. The thought of two monu- 
ments standing side by side in the peace 
park, representing two hostile halves of 
the Korean peninsula, was horrifying 
enough to discourage further moves. 

"It's a very clever card they use on 
us," said a Mindan official, who believes 
the city authorities are using the com- 
munist bogey to frighten them away. 
Even the present monument's site is pre- 


the South Korean residents' association — 
in the district. A large number of Ikuno 
Koreans are welfare cases, living on a 
monthly allowance of * 130,000 (US$500) 
for a family of five. 

The sort of problems that educated 
young Koreans face in Japanese society 
are typified by the case of Pak Chong Sok. 
Pak, who was born and educated in Japan, 
flunked the Hitachi entry examination no 
fewer than 11 times. In 1970, he tried 
again, this time using the Japanese name 
of Shoji Arai. Pak, or rather Arai, passed. 
But trouble began soon afterwards, when 
the company learned that he was a Korean 
and that he had lied about his background. 
He was fired. A four-year long court bat- 
tle began, and the Japanese judge ruled 
against Hitachi which had an internal 
document discriminating against Koreans 
and communists. 


he company was held to be racist, and 

Pak got back his job. This was a land- 
mark ruling but a decade later most Japan- 
ese companies still refuse to hire Koreans. 
A few years ago, a Japan-born Korean 
student who passed a law examinatión 
created a furore after a Japanese legal in- 
stitution refused to recognise his suceess- 
ful candidacy to the bar. 

In another court case, this time in 
Osaka, a 29-year-old Japan-born Korean 
woman last month sued her Japanese fian- 
сее for ¥ 10 million for psychological dam- 
age. According to a report in the Mainichi 
Shimbun, she claimed in her lawsuit that 
her boyfriend cancelled their scheduled 
wedding at the last minute, after all prepa- 
rations had been made, including the pur- 


carious as its lease must be renewed 
every year by the city government." 

Not far from the controversial site, at 
the Kawamura Hospital, Kim Yong 
Kun, 43, is undergoing prolonged treat- 
ment for after-effects of radiation expo- 
sure. Kim, a farmer from Hapchon, 
South Korea, was six years old when the 
holocaust happened. He is suffering 
from pains in the knees and loins as a re- 
sult of radioactive exposure. “I also have 
difficulty seeing the sunlight," he said, 
making the universal complaint of all 
people who survived the nuclear attack. 

nuclear bomb seems to have singl- 
ed out his entire family. His younger sis- 
ter, Kim Jae Son, 41, underwent surgery 






























The monument: a symbol of humiliation. 


















chase of several million yen worth of furni- 
ture and other items. Her boyfriend's 
change of mind occurred, she implied, 
after he decided to take a local bar exami- 
nation to become a lawyer. Within the 
white-collar world of Japan's upper-class 
society, having a Korean wife is still consi- 
dered a distinct disadvantage. 

In recent years, as Tokyo has come 
under international criticism over its 
handling of Vietnamese refugees, changes 
are taking place, albeit very slowly. Soon 
after it signed the international refugee 
convention, the Japanese Government, at 
least in theory, made Koreans eligible for 
low-cost public housing, loans from state- 
run financial organisations, or for the na- 
tional pension scheme for those not yet 35 
years old. 

From the beginning of this year, all Ko- 
rean families can claim child welfare if 
they have more than three school-age chil- 
dren, and can claim disability allowance. 
The immigration law itself has been mod- 
ified so that about 100,000 Koreans who 
have either illegally settled in Japan since 
1945 or neglected to apply for permanent 
residence under South Korean passports 
can now settle permanently. 

Many have welcomed these moves but 
others remain dissatisfied. Decades of З 
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Korean slum in Kawasaki; social worker Sekita: no whips, but no equality. 





37 years on, Koreans still suffer under their former colonial masters 


A legacy of bitterness 


By Shim Jae Hoon 

Tokyo: Thirty-seven years after Japan 
surrendered its colonial control over the 
Korean peninsula, and nearly two decades 
after Seoul and Tokyo restored normal re- 
lations, the Korean minority in Japan, of- 
ficially numbering more than 650,000, has 
yet to achieve equal status with Japanese. 
More than 72% of the Koreans are sec- 
ond- and third-generation descendants of 
those initially brought here as labourers to 
boost Japan’s pre-war industrialisation. As 
virtual pariahs, they have been exten- 
sively discriminated against and exploited 
by Japanese society. 

“Not much has changed since the war- 
time discrimination,” a first-generation 
immigrant who has spent nearly all his life 
here commented bitterly. “Before the 
war, we used to do slave work under whips 
and sometimes swords drawn over our 
heads. We don't see these any more, but 
nor is there equality in jobs, housing or 
welfare.” 

This resident says that he has found 
hundreds of discriminatory actions — 
from getting membership in a golf club to 
finding an apartment. “Even if we don't 
eat garlic here, they accuse us of smelling, 
of being unreliable, of thieving and cheat- 
ing." Other sources concur. “The Japan- 
ese do regard Koreans as an inferior 
race," declared the Rev. Hiro Sekita, a 
Church of Christ social worker helping 
Korean slum-dwellers in Kawasaki. "I'm 
doing this work not only to help Koreans 
but also to help Japan become more 
democratic in its thinking," the short, be- 
spectacled missionary said, 

Contrary to impressions given by many 
Japanese, especially to Westerners, that 





Koreans in Japan are illegal immigrants 
who fled from poverty in their homeland, 
most Koreans were originally involuntary 
emigrants, especially as a result of a 1912 
land census that deprived many Koreans 
of land in the rice-growing provinces of 
Kyongsang and Cholla. 

All Koreans were required at short 
notice, usually not exceeding 30 days, to 
produce documentary evidence. — 
specified by the Japanese colonial govern- 
ment — proving their ownership of rice 
paddies, forest lands, fishing grounds and 
mines. During a series of land censuses, 
more than 10% of all rice land and 60% of 
all forest land was seized by the Japanese 
on the grounds that its ownership was not 
clear. 


hat left about 300,000 farmers pau- 

perised in these provinces, according 
to historians in Seoul. About 70% of these 
were "encouraged" to emigrate to Japan 
as labourers while the rest went to Man- 
churia as farmers, paving the way for 
Japan's eventual takeover of Manchuria 
itself. Of Koreans in Japan today, 73.1% 
come from three areas — North and South 
Kyongsang and Cholla provinces. 

The end of World War II left about 2.5 
million Koreans in Japan, of whom all but 
a million returned home. But when the 
San Francisco Treaty restored Tokyo's 
sovereignty in 1952, the Koreans who re- 
mained were, by a stroke of the pen, strip- 
ped of their Japanese nationality which, 
ironically, had been imposed on them 
quite arbitrarily in 1910. The Koreans in 
Japan were now stateless, with their own 
homeland divided into North and South 





and a war raging between the two. By à 
cruel twist of history, they had been 
turned from Koreans to Japanese and 
then back to Koreans. 

Loss of ethnic identity is emerging as a 
serious psychological problem. Born and 
educated in Japan, most young people do 
not speak Korean: they have become what 
Tokyo University’s professor Onuma 
Yasuaki describes as Japan's marginal 
human beings. They are legally Korean 
but culturally Japanese, and yet belong to 
neither society. Seoul's chauvinism and 
Pyongyang's constant propaganda war 
against the South have exacerbated 
ideological conflicts and confused young 
Koreans. Preoccupied by political and 
nationalistic goals, the South Korean 
Government has consistently encouraged 
them to retain their anti-Japanese at- 
titudes and not seek the naturalisation 
which would help them to blend into Ja- 
panese society, 

North Korea, where about 100,000 
former Korean residents in Japan now 
live, has also tried to prevent those re- 
maining from integrating into Japanese 
society. In the Pyongyang-sponsored 
Chosun College — the only Korean col- 
lege in Japan — all classes are conducted 
in the Korean language and women must 
wear the Korean national costume. The 
result is that the students stand out in a so- 
ciety notorious for its concept of a 
homogenous race. Graduates from this 
college are ill-prepared, indeed often hos- 
tile to, the idea of settling in Japan. 

The Japanese policy seems to be to as- 
similate Koreans over several genera- 
tions by gradually granting them citizen- 
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iplomats in Kuala Lumpur say 
alaysia prefers to minimise publicity 
ut the RAAF presence in case it is 
zed on by Vietnam and the Soviet bloc 


arrived, accompanied by the se- 

of the Defence Department in 

berra, William Pritchett, and the chief 
псе force staff, Air Chief-Mars- 

leville McNamara, and other offi- 

hile in Malaysia from August 7-12, 

. talks with Mahathir and other 





pore, after talks with Defence 
‘Goh Chok Tong and Foreign 
" S. .Dhahabalan, Sinclair an- 
ed that the permanent detacliment 
ages would be withdrawn from Ten- 
first half of next year in prepara- 

г {һе return to Australia of the first 
rworth-based squadron. As an in- 
ngement, a few aircraft of the 
ning Mirage squadron in Malaysia 
hich he said would be expanded to 22 
aircraft — would be sent to Singa- 
r times a year, remaining at Ten- 
ip Чо, а month to exercise with me 









cers at Butterworth that while it might 
possible to keep some aging Mirages 
' 1 e 7 19-1987 — two 
— Canberra 
re money and 


erworth are also 
Yt growing prob- 
stress fractures and maintenance 
Mirages get older. One told the 
EW he believed there was a risk that 
strophic metal fatigue could ground 
ole of Australia's Mirage fighter 
before the first operational squad- 
7A18s was ready for service in the 
half of 1987. 
t the end of his visit to Butterworth, 
nclair told Australian journalists travel- 
ig with him that if the stationing of Mi- 
ges at Butterworth was to be extended, 
RAAF would have to break the cur- 
nt tight ceiling on manpower levels by 
Teasing recruitment. Otherwise the 
mme to re-equip Australia with the 
neration F/A18 fighters would drop 
d schedule. Hé said the results of the 
efence Department study into the feasi- 
and comparative costs of keeping 
firages flying at Butterworth, or re- 
ing them with F/A18s, should be 
ady by 1984 or 1985 when consultations 
оша be held between Australia and 
alaysia on the future of the RAAF 
ighter presence. 
_ Sinclair said even if there was no RAAF 
hter unit stationed at Butterworth after 
5, detachments of F/A18s could fly up 
alaysia from Australia for five-power 
nce exercises or rotate through But- 
h periodically. 















































_ cluding a serious deterioration of the na- 
| tional economy. 


Ersha 


By S. Kamaluddin 


Dacca: The military administration of 
Lieut-Gen. H. M. Ershad appears to have 
finalised a plan to ensure effective power- 
sharing by the armed forces and an elected 
civilian government in about 18 months' 
бте. А highly placed source told the 
REVIEW that, contrary to popular belief, 
Ershad's tenure as army chief-of-staff has 
been extended to December next year and 
his retirement is expected to coincide with 
the lifting of martial law and thie establish- 
ment of a political government. 

However, prior to this restoration of 
political activities, the question of regulat- 
ing the number of political parties and 
their activities and the continuation of 
major reforms carried out by the present 
regime must obviously be ensured. Al- 
though the finer points of the type of con- 
stitutional government to be established 
next year are still being worked out, it is 
likely to be a mixed one, with an elected 
parliament based on ‘adult franchise and a 
cabinet with civilian as well as armed 
forces representation. 

Whether a civilian president would be 
directly elected through adult franchise is 
still under discussion. Arguments against 
direct election rest on the huge expense in- 
volved, estimated at around Taka 100 mil- 
lion (US$6.6 million). It is felt that in a 
poor country no individual or party can 
raise such large sums without making 
compromises with vested moneyed in- 
terests. 

In the event of an indirect presidential 


election, MPs апа the more than 40,000 


members of the union parishads — local 
bodies — are expected to form the elec- 
toral college. As for the vice-presidency, 
the dominant view within government cir- 
cles appears to be that the office should be 
held by an appointee, as was the case 
under the previous Constitution, sus- 
pended when martial law was declared in 
March. 

To ensure effective sharing of power by 
the armed forces, the new Constitution 
could have specific provisions for military 
participation in the government. In addi- 
tion, provisions for forming a national sec- 
urity council comprising the chiefs of the 
armed services and headed by the presi- 
dent, are also likely. The council would 
deal with policies involving national sec- 
urity and other important matters and its 
decisions would normally be binding on 
the government. The new Constitution 


could also allow for the proclamation. 


of martial law in addition to a state of 
emergency for a limited period without 
suspending the Constitution — as in Sri 
Lanka — to tackle any law-and-order pro- 
blems or to face any other emergency, in- 








1 Seat only four people, 


Plans are under way for an elected civilian government, 
with the armed forces sharing the levers 










о reportedly resisted pres- = 
he army to declare him- 
president after the pro- 
al law, does not appear 
imself for any elective 
post after the expiry of his present army 
tenure. Informed sources say he may, 
however, be. persuaded to occupy an im- 
portant nominated position, with substan- 
tial powers, | laps as vice-president. 

| "to Ershad told the 
fter his election on 
ear, the then presi- 


inclined 





















dent, A ar, offered Ershad the 
vice-pres idea was to ensure 
the suppo | forces for the rul- 
ing Bangl onalist Party. But Er- 
shad refuse t that time Sattar 


as army chief by 


'es which will be 
sing discussed 
on after Sattar's vic- 
tory. At that time he had said that as the 
armed forces. were born. during the 


the army h: 
cised. As the arr 
the country, he 
effective role in runni 
Two cabinet minis according to in- > 
formed sources, have been entrusted with 
drawing up the details-of the constitu- 
tional changes. They аге Local Govern- - 
ment Minister Mahbubur Rahman, a law- 
yer, and Home Minister Maj.-Gen. 
Mohabbat Jan Chowdhury, who was the 
intelligence chief of the armed forces until 
his induction as minister about three ^. 
. weeks аро. Both are known to enjoy Er- 
shad's confidence and are totally loyal to 
him. 7 
One political observer here feels that — 
the installation of Chowdhury as home 
minister may have been arranged to use... 
his considerable eontacts ut afl levels i 
many fields, including politica 
the changeover from milit: 
lian government. As for political p: 
Ershad’s advisers seem bent On ¢ 
their unchecked proliferation undér a civi 
lian government. They do not want more: 
than four or five political parties in the 
electoral arena. Only those parties which 
secure a certain percentage of votesat the 
next general election are likely to be al- 
lowed to continue. 
During last November's election ther т 
мете 70 registered political parties. Most 
of these had no popular following and 
were derisively labelled Honda parties, 
after the small Japanese- -made cars which 


















































acceptable mentioned the obvious reason 
— that China would never allow it. 

The findings however, revealed that 
some respondents did not understand 
what sovereignty meant, or how Hong- 
kong would function as an independent 
city state or a Chinese SEZ. The pollsters 
did not explain what such solutions would 
entail in terms of lifestyles. Nevertheless, 
for 32% not to understand what an SEZ 
meant was surprising, considering the 
wide publicity given to China's four SEZs 
— three in Guangdong Province — where 
liberal economic policies have been intro- 
duced to encourage foreign participation 
in China’s modernisation programme. 

Asked what they considered the most 


important aspects of the status quo, 86% 
said they valued freedom of choice. Hong- 
kong's “comfortable living environment" 
also drew a favourable response (86%), as 
did freedom of speech (83% ) and the free- 
dom to make money (82%). 


I their report, the Observers offer no 
clear-cut solution to the 1997 problem. 
“Solutions must be reached by negotia- 
tions and the views of the people must be 
taken into account,” they said in reference 
to the finding that 95% of the people felt 
they should be consulted. though only 
38% thought they would have the ability 
to influence any decision. 

However, the Observers called for “au- 
tonomy within China” — becoming the 
only group to have mentioned internal 
self-government for Hongkong in future, 
while stopping short of saying the British 
presence need not continue indefinitely. 

In reference to the fact that an over- 
whelming majority of the people prefer 
maintenance of the status quo, the Obser- 
vers said: “We want to improve on the 
status quo, We must face up to the inevita- 
bility of change. Hongkong is China’s ter- 
ritory which will become part of China 
eventually . . . The notion of borrowed- 
time-borrowed-place must be replaced by 
a concept of permanence.” 

Their stance appears to be based on 
other findings in the poll which also set out 
to determine “general attitudes to-life in 
Hongkong” and to the British administra- 
tion. While only 2% showed an unmiti- 
gated dislike for life here, 57% said they 
would emigrate if the chance were pro- 
vided, but mainly because of problems of 
overcrowding, housing, traffic, crime and 
the hectic lifestyle. Only 1% mentioned 
emigration as a “precautionary measure" 
against changes in the future. 

It is uncertain what — if any — impact 
the poll will have on the Peking talks, or 
whether the local Chinese will respond to 
the Observers’ call to “Speak up to protect 
our collective interests” or what they think 
of the group's vision of “autonomy within 
China." To date, the group has had no 
contact with Xinhua newsagency, Pe- 
king's unofficial representative here. For 
their part, the Observers maintain that 
their call for autonomy within China does 
not undermine Peking's stand that Hong- 
kong is Chinese territory. After all, they 
say, an offer along the same lines was 
made last September to Taiwan. 
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А nest for the Hornets 


A change in plans in Australian defence s: 


may 


put advanced F/A18 fighters over Malaysian s 


By Michael Richardson 

Kuala Lumpur: The Australian Govern- 
ment wants to prolong the presence of its 
frontline. fighter force stationed in 
Malaysia and the Malaysian Government 
says it will accommodate the Royal Au- 
stralian Air Force (RAAF). 

Continued deployment of RAAF jets at 
Malaysia's Butterworth airbase on the 
mainland opposite Penang was one of the 
matters discussed. by Malaysia's Prime 
Minister Datuk Seri Mahathir Mohamad 
and Australian Prime Minister Malcolm 
Fraser when Fraser paid an official visit to 
Kuala Lumpur earlier this month 
(REVIEW, Aug. 13). But a subsequent 
visit by Australian Defence Minister Ian 
Sinclair to Butterworth revealed that Can- 
berra faced serious problems in sustaining 
the RAAF fighter presence. 

At present the RAAF has two squad- 
rons of French-built Mirages at Butter- 
worth where they share facilities at the 
670-acre base with the Royal Malaysian 
Air Force, which has a squadron of FSE 
fighters there as well as other fixed-wing 
aireraft and helicopters. About 2,000 
Malaysian military personnel and 1,200 
Australians work at Butterworth. The 36 
Mirages — which make. up two thirds of 
Australia's tactical fighter force — are in 
the area under the 1971 Five-Power De- 
fence Arrangement linking Australia, 
New Zealand, Britain, Singapore and 
Malaysia. Up to eight of them at a time 
take turns to operate from Singapore's 
Tengah airbase. 

They hold regular training exercises 
with the air forces of both countries and 
several times a year join other five-power 
partners in air and naval war games, in- 
cluding manoeuvres to test the effective- 
ness of an integrated air defence system 
covering Malaysia and Singapore. 

Mirages have been at Butterworth since 
1967, shortly after entering service with 
the RAAF. One of the aging squadrons is 
due to fly back to Australia in the second 
half of next year so that its 220 pilots and 


The Hornet: heading north? 


ground staff can be trained to take over 
the first of three squadrons of US-de- 


‘signed F/AI8 Hornets on order. The 


RAAF is to get 75 of these advanced air 
interceptors, which can double as ground- 
attack jets. 

Under a timetable proposed by the 
RAAF but not accepted by the govern- 
ment, the second Mirage squadron at But- 
terworth was to fly back to Australia in 
mid-1985 for conversion to. Р/А 185 two 
years later. In a significant policy shift, 
Fraser told the press during his Kuala 
Lumpur talks that there was no time limit 
being placed on the presence of the second 
Mirage squadron in Malaysia. He also dis- 
closed that F/A18s could be based at But- 
terworth. "We've asked our defence 
people to do the comparative costs of 
keeping the Mirages flying over a longer 
period or, alternatively, deploying a de- 
ага of Е/А 185 at Butterworth,” he 
said. 


fter a first round of talks with Maha- 

thir and other Malaysian leaders, 
Fraser said the RAAF fighter presence 
was valued by the Malaysian Govern- 
ment. “The point was made to me that if 
we are happy to keep the aircraft here, 
they are very welcome. I personally be- 
lieve that it's a good example of regional 
cooperation and one that shouldn't lightly 
be tossed aside." 

While Fraser has long been a strong ad- 
vocate of military collaboration between 
Australia and its Asean neighbours, ob- 
servers believe his open-ended approach 
to stationing some of the RAAF tactical 
fighter force abroad may draw fire from 
the Australian Labor Party opposition 
which is reported to want all Mirages 
pulled out of Malaysia and says they 
should not be replaced with any F/A 18s. 

With speculation rife in Canberra that 
an early election may be held before the 
end of the year, analysts say Fraser thinks 
Labor may be electorally vulnerable on 

this issue of regional 
defence cooperation 
as it was recently over 
nuclear. armed war- 
ships and the Anzus 
alliance — (REVIEW, 
July 2). The Malay- 
sians certainly seemed 
less exuberant than 
Fraser about the 
RAAF presence. At 
à press conference 
after his talks with the 
Australian leader, 
Mahathir said: “If 
maintaining a Mirage 
squadron is prohibi- 
tively high in terms of 
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to Power. This touches on the Lop- 
dent among other things and lays 
lame on a group called "The Five Ti- 
of Class 5^ 

in à clear reference to graduates of 
5 5 of the Chulachomkhlao Military . 
emy, who were in well publicised 
flict with the more junior Young Turks 
87 and who assumed many of their 
after the abortive rebellion. Many 
ers of Class 5 are considered to make 
\thit’s power basé in the politically 
ftant Ist Атту Region which he 
ands in addition to his other two 
"Arthit. refused to comment when 
зоні the Lopburi episode, The un- 
tuation has raised doubts among: 
iian politicians as to whether general 
s scheduled for pc next ill 
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By Mary Lee . 


doubts China 
may have had 
about Hongkong 
people's strong at- 
“tachment * to^ a 
capitalist lifestyle 
and to the wide 
range of freedoms in this overcrowded city 
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opinion poll released on August 12 
showed that the vast majority of those in- 
terviewed liked living in Hongkong and 
"wanted the status quo to be maintained. 
Néarly two-thirds of the respondents felt 
,that assurances given so far by Chinese 
leaders that investors should put their 
hearts atease were inadequate and more 
than half felt that a solution to the pro- 
blem of what happens to Hongkong after 
the New Territories lease to Britain ex 
pires in 1997 should bé announced within 
five years at the latest. 

The poll comes at a time when there is 


Acceptable 

Notaeceptable ` 
Impossible 

Do not know 

Cannot unde rstand the term 





much. speculation and confusion about 


y | China's intentions over Hongkong, and 
| puts into perspective Peking's current reit- 


erations that it has sovereignty over the 
territory. It was commissioned by a lobby 
consisting mainly of locally born, English- 
educated professionals who call them- 
selves the Hongkong Observers, and was 
conducted in May and June. well before 
the unease in business circles over Hong- 
kong’s future was reflected in the 
stockmarket index. 

Опе thousand people were questioned 
in a stratified random sample which the 





pollsters said represented the views of 3.3. 
million people inthe 15-60 age group with ` 


an accuracy of 92-98%. Results showed 
.that half the respondents were not con- 
cerned about the 1997 question and that 
84% said it had по effect on their lives. 
Slightly more than half the people replied 
^don't know" when asked what solutions 
they thought were possible to the 1997 
problem. The questionnaire presented 
five options. 
.. Of those questioned, 95% considered 
that a continuation of th uo would 
be an acceptable solu n to the problem 
what they 









were clearly extinguished last week. An | 


A poll suggests that Hongkong residents are 
not in any rush to come under Chinese control 
















under British administration. 


| eignty" options because "it is 
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under Chinese sovereignty but remain 
The poll 
showed 72% would stay if that happened, 
while 5% would try every means to leave. 
The Observers said they felt it necessary 
to separate the "status quo^ and the 
“British administration-Chinese. sover- - 










the status quo is, but while ev 
cepts that Hongkong is China’s ter 
no one knows how formal British recogni- 
tion of Chinese sovereignty will ир | 
itself in practical terms.” : 

Next in acceptability was fori Hi 
to become a Chinese sp: 
zone (SEZ); if that were to happe 
would stay. while 8%. мош ту 
means to leave. Perhaps the most surpr 
ing response was that in favour of "ind 
pendence.” This was a more acceptable 
solution to many respondents than that of^ 
Hongkong returning to China; Of those 7 
questioned, 37% sid independence was 
acceptable while an equal number found it 
unacceptable. : 

lf Hongkong were to b 
dent, 64% of thoseinterviewed woul 
while 7% would try to leave. None of 
those who regarded independen : 





















concerned, the onus is now оп 
Washington to "truly live up to its pro- 
mises by honestly but not perfunctorily re- 
ducing its arms sales to Taiwan." Until 
then, the threat of retrogression is still 
alive. 

Officials here take this sort of rhetoric 
in their stride as necessary for the Chinese 
leadership to sell the communique to their 
party and people. The Reagan administra- 
tion, however, has the equally awkward 
task of getting the US Congress to go 
along. Members of the Senate Foreign 
Relations Committee expressed grave 
concern that, in the words of Sen. John 
Glenn, the communique "contravened 
the spirit and the purpose of the Taiwan 
Relations Act [and amounts to] the very 
sort of [Chinese] imposed conditions we 
sought to avoid when drafting the act." 
Reagan, however, has so far shown him- 
self adept at handling the pro-Taiwan sen- 
ators. 


qus itself has reacted with predicta- 
ble dismay. But the leaders in Taipei 
may have little choice but to take comfort 
in Reagan's assurances that the com- 
munique is "fully consistent with the 
Taiwan Relations Act" and that the US 
“will not put pressure on the people of 
Taiwan" to negotiate with Peking. Hol- 
dridge told senators to expect notifica- 
tion of the administration’s intention to 
sell Taiwan more FSE fighter aircraft be- 
fore the Labour Day recess early in Sep- 
tember. 

If each side is still busy posturing, they 
have nonetheless moved closer together 
on Taiwan. While denying that it recog- 
nises China's claim to sovereignty over 
Taiwan, the US has tacitly accepted 
Chinese suzerainty simply by going to Pe- 
king to negotiate an agreement on arms 
sales to the island. While Peking denies 
that it has compromised its sovereign right 
to use force against a recalcitrant pro- 
vince, it has nonetheless formally as- 
sociated itself with the US as seeking a 
peaceful solution to the Taiwan problem. 

For "Taiwan, it may appear that 
Washington has tilted towards Peking in 
the delicate triangle of relations. But 
Reagan can now claim that he has ad- 
vanced Taiwan's interests by forcing Pe- 
king to elevate the so-called nine-point 
programme from a mere propaganda de- 
vice into a solemn pledge to deal peace- 
fully with Taiwan. At the least the com- 
munique should buy peace in Sino-US re- 
lations for the remainder of Reagan's te- 
nure. Beyond that it provides a 
framework advancing the settlement of 
the Taiwan question, 


» Robert Delfs writes from Hongkong: 
The crisis in US-China relations ended by 
the August 17 joint communique was one 


that need not have happened — both sides ` 


had successfully glossed over the question 
of arms sales to Taiwan in the 1972 Shang- 
hai Communique and in the joint com- 
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munique issued on the establishment of 
diplomatic relations between the two 
countries in January 1979. 

The carefully constructed ambiguity in 
those two documents was stretched to the 
breaking point when it became known late 
last year that the US was considering sell- 
ing advanced fighter aircraft to Taiwan. 
Unsure of Reagan's commitment to the 
US relationship with China, Peking, al- 
ready under pressure from hardliners over 
the fast pace of economic liberalisation, 
hardened its position and demanded a de- 
finite timetable for cutting off arms sales 
to Taiwan. 

In the new communique the US *reiter- 
ates that it has no intention of infringing 
on Chinese sovereignty and territorial in- 
tegrity interferring in Chinese internal af- 
fairs, or pursuing a policy of two Chinas or 
one China, one Taiwan." This, more than 
the actual arms sales, was the crux of the 
issue as far as the Chinese were con- 
cerned. Chinese objections to US policy 
over the past 10 months have consistently 
focused not on the continuation or even 
the possible escalation of arms sales to 
Taiwan, but rather on the slight to China's 
sovereignty which was implied and the fe- 
vival of a two-Chinas policy which 
Reagan's early campaign statements 
seemed to portend. 

Vice-Chairman Deng Xiaoping should 
have little trouble selling this package to 
the rest of the Chinese leadership when 
the 12th party congress convenes on Sep- 
tember 1. The Chinese Foreign Ministry 
statement issued the same day as the com- 
munique said that based on the principles 
governing relations between the two 
countries, the US arms sales to Taiwan 
should long ago have ended. "But on con- 
sidering that this is an issue left over by 
history, the Chinese Government, on the 
basis of upholding principles, agrees that 
this problem can be resolved in gradual 
steps." 

The Foreign Ministry statement indi- 
cates that the Chinese understand the 
phrase "final resolution" in the com- 
munique to mean that after a time US 
arms sales to Taiwan must be completely 
terminated: "Only when this problem is 
thoroughly settled can the obstacles 
blocking the development of relations be- 
tween the two countries be removed." No 
one expects that to be soon. Nor need it 
be. 
Some may fault the communique for 
failing to solve completely the question of 
arms sales, but Chinese leaders have long 
made it clear that they recognise the prac- 
tical and political difficulties of ending the 
arms sales now, and their willingness to be 
flexible in seeking a solution to the ques- 
tion as long as the fundamental question 
of Chinese sovereignty is not com- 
promised. That solution appears to have 
been achieved and the development of the 


Sino-American. relationship — in 
economic, political and strategic areas — 
can now resume. a 





A tiger by 
the tail? 


An attack on Prem’s 
home compounds unease 
over the political future 


By John McBeth 

Bangkok: The August 15 grenade attack 
on Thai Prime Minister Prem Tin- 
sulanond's Bangkok home adds another 
element to the air of uncertainty that 
hangs over the nation's political stage. It 
came a month after a reported incident 
outside the Central Plains army town of 
Lopburi when an M72 anti-tank missile 
was said to have been fired in the direction 
of Prem's car. 

Investigators said the M26 concussion 
grenade, placed in a drinking glass with 
the pin pulled, was thrown over the brick 
wall from the neighbouring Army Club 
and exploded beneath the second-floor 
bedroom where the prime minister was 
resting. The blast shattered windows at 
ground level, but caused no injuries. 

Security was immediately tightened 
around Prem, using troops from the so- 
called Rapid Deployment Force estab- 
lished by assistant army commander and 
Bangkok peacekeeping director Gen. Ar- 
thit Kamlang-ek, as speculation grew over 
the reason for the attack. The premier 
himself would not say directly whether he 
believed it was politically motivated, but 
he did allow that he had some political 
enemies. 

In the Lopburi incident on July 16, a 
shoulder-fired missile is reported to have 
passed over the top of a vehicle carrying 
Prem on a short ride to his helicopter from 
à ceremony at the Thai army's artillery 
centre. A second rocket apparently failed 
to go off. The only substantial report on 
the episode, which appeared in the Thai- 
language Matichon Weekly called it an as- 
sassination plot. 

Knowledgeable sources, who have no 


doubt the incident did occur and say it is 
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Framework for 
the future 


The US-China standoff ends in compromise 


By Richard Nations 


Washington: A joint communique on 
August 17 issued by China and the United 
States achieved a major breakthrough in a 
relationship which has drifted danger- 
ously towards retrogression during 10 
months of tortuous secret negotiations 
over Taiwan. But the breakthrough was 
not à final agreement on Taiwan. And no 
sooner had the communique been re- 
leased simultaneously in Washington and 
Peking than each side issued separate 
Statements underscoring their radically 
different interpretations of it 

Basic differences persist concerning the 
very issues — sovereignty over, and arms 
sales to, Taiwan — which have divided 
China and the US since 1949, But for the 
first time there is a framework of agree- 
ment which addresses the underlying issue 
of Taiwan's future relations with the main- 
land. 

With consummate diplomatic am- 
biguity, the heart of the communique links 
an end to US arms sales to Taiwan with 
Peking's pursuit of Taiwan's reunification 
with the mainland through peaceful 
means. During the secret negotiations in 
Peking. the Chinese adamantly ruled out 
explicit linkage as tantamount to an unac- 
ceptable interference in China's internal 
affairs. Nonetheless, the structure of the 
communique strongly implies an equation 
of progress in peaceful negotiations be- 
tween Peking and Taipei and Wash- 
ington's arms policy towards the island. 

In the fourth paragraph. China affirms 
its "fundamental policy to strive for a 
peaceful solution to the Taiwan ques- 
tion." Two paragraphs later the US, “hav- 
ing in mind the foregoing statements," de 
clares that: 

» It has no long-term policy of supply- 
ing arms to Taiwan 

> Those sales to Taiwan will “not ex- 
ceed, either in qualitative or in quantita- 
tive terms, the level of those supplied in 
recent years.” 

» The US "intends to reduce gradually 
its sales of arms to Taiwan, leading over a 
period of time to a final resolution." 

This three-fold commitment falls short 
of China's original demand that the US 
commit itself to a deadline when all arms 
sales to Taiwan will end and US officials 
insist that no such undertaking was given 
to the Chinese in private. But it moves a 
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long way towards meeting Peking's de- 
mands since the ceilings impose a practical 
limit which perforce will end US arms 
sales to Taiwan as its current arsenal be- 
comes obsolete. 

Underscoring the linkage in the Ameri- 
can view, President Ronald Reagan in a 
separate statement said the communique 
was "fully consistent with the Taiwan Re- 
lations Act" and that arms sales to Taiwan 
“will continue in accordance with the act 
and with the full expectation that the ap- 
proach of the Chinese Government to the 
resolution of the Taiwan issue will con- 
tinue to be peaceful." 


he Taiwan Relations Act obliges the 

US to sell arms to Taiwan in accord- 
ance with Washington's own assessment of 
Taiwan's defence needs. However, US of- 
ficials told a Senate Foreign Relations 
Committee hearing that these needs will 
diminish if China continues the peaceful 
policy it is committed to in the joint com- 
munique. 

The breakthrough. in the negotiations 
came only very recently when Chinese of- 
ficials were, according to the US, willing 
"for the first time" to describe their peace- 
ful approach towards Taiwan as a “funda- 
mental policy.” “This defined their policy 
as long term or unchanging,” Assistant 
Secretary for East Asia and Pacific John 








Holdridge told the committee hearing the 
day the commungiue was announced. “If 
you take the Chinese characters literally it 
means ‘great. guiding principle’ which 
takes overriding precedence over some- 
thing transitory.” 

Holdridge said that this shift is what is 
referred to, in. the communique's fifth 
paragraph as “the new situation which has 
emerged with regard to the Taiwan ques- 
tion [providing] also favourable condi- 
tions for the settlement of United States- 
China differences over the question of 
United States arms sales to Taiwan." If 
the Chinese should change this policy, 
Holdridge said, “we would of course re- 
examine our position.” He assured sena- 
tors that if China reversed itself, so would 
the US. In effect, the deal would be off 

China was also quick to put its own in- 
terpretation on the communique. The 
Ministry of Foreign Affairs zeroed in on 
the central ambiguity disguising the key 
linkage in the document. The US declares 
its intention to reduce arms sales to 
Taiwan, “leading over a period of time to 
a final resolution." 

The Chinese statement said: “The final 
resolution referred to here implies that US 
arms sales to Taiwan must be completely 
terminated over a period of time. And 
only a thorough settlement of this issue 


| can remove the obstacles in the way of de- 


veloping relations between the twó coun- 
tries." The State Department. of course, 
considers the "final solution" to be an 
eventual agreement between the Chinese 
Government and Taiwan. authorities on 
the status of Taiwan, А 

A People's Daily editorial explicitly de- 
nied the central, linkage in the com- 
munique claimed,by US. officials. “The 
United States has no right to.ask China to 
make any commitment;on the way in 
which the Taiwan problem should be set- 


' tled, still less to demand settlement of the 


Taiwan problem by peaceful means as a 
precondition to the cessation of US arms 
sales to Taiwan," it said. As far as China is 


Holdridge meets Vice-Premier Ji Pengfen in January guiding principles 
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| ally: important 151 Division. 
j.-Gen. Pichit Kullavanich, is 
likely to. be moved out of Bangkok. 
d promoted to deputy commander 
3rd Army Region, covering 
n Thailand, in next month's 
annual military reshuffle. Pichit was 
. brought in to take command of the 
vision after the abortive coup 
ril last year, but it is no secret 
ie tough combat veteran 
dislikes the political machinations 
'surrounding the job and would 
prefer to go back into the field. The 
reshuffle is also likely to see 4th 
‚Атту Region commander, Lieüt- 
Gen. Harn Linanond, being 
transferred back to the Thai capital 
as.army chief-of-staff. 


_AGRAIN OF DISSENSION 


to A United States Agriculture 


Department delegation currently 
visiting Peking will ask China to 
< increase grain purchases from the 
--US from last year's 8 million tonnes 
До 15 million tonnes, according to 
Japanese sources. Pressure from 
American farmers on the 
government to arrange more sales 
abroad intensified after official 
record US harvest 
leased. But a big boost in 
sales to Peking is unlikely as the 
Chinese grain harvest this year . 


| läsi 
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should be about the same level as 
ar's. China’s total grain - 
imports in 1981 were 13 million | 
tonnes and 15 million tonnes is © 
believed їо бе the maximum that 
Chinese ports can handle. Peking is 
also thought unlikely to freeze out 
its other main suppliers — Australia 
and Canada. Worse still, the 
agriculture delegation follows on the 
heels of a US textile-trade mission 
which has demanded curbs on 
China’s exports of finished clothing 
to the US. 


TOUGH-TALKING THACH 

When Vietnamese Foreign Minister 
Nguyen Co Thach visited Singapore 
last month, the mood of his talks 
there was not only cool, as was 
generally reported, but at one stage 
stormy. According to diplomatic 


| sources, Thach became visibly angry. 


when his Singaporean counterpart, 
S. Dhanabalan, referring io the 
Vietnamese military occupation of 
Cambodia, asked Thach һом: 
Vietnam would feel if China carried 
out à full invasion of the country. 


| Thach retorted with a threat — not 


so much veiled, as reported, but 
direct — that Vietnam might 
consider backing the various 
communist insurgencies in the 
Asean countries if they continued 
to interfere in the Cambodian 
situation. 





briefings p 

the local press and will soon mee 
university lecturers and other 
intellectuals who have been critica 
of the Thai approach to the 
Cambodian problem. The object 
is to allay some fears that the 
country's position h been made 
vulnerable throug 

excessive involvement in the. 
formation of the Khmer coalition 
EE Siddi is fii 


have not encouraged the prot 


| over Tokyo's controversial rewriting 
| of history textbooks, fearing thes 
| might turn into anti-government 


demonstratic ns. Officials are also 











AFGHANISTAN: 

Lieut-Gen. Gul Aqa was dismissed as chief 
of the armed forces’ Political Affairs Depart- 
ment and replaced by Lieut-Gen. Yasin Sad- 
diqi, Kabul Radio announced (Aug. 11). 


CHINA 

The leadership of the leftist-dominated 
Hebei province has been replaced, according 
¿nto radio reports. The People's Daily warned 
Japan. against establishing relations. with 
Taiwan (Aug. 15). A new guided-missile.de- 
stroyer | has been successfully tested, Xinhua 
i ney said. (Aug. 16). The United 
‘reduce arms sales to: Taiwan 
eventually end them. said a 
issued. jointly in Peking. and 

Was ngton (Aug. 1 


vers pressure hg 
population: want 
atter the expiry 


i 





Baghdad (Aug. 11). Seven people were killed 
by a time-bomb in Assam as Prime Minister 
Indira Gandhi appealed in an Independence 
Day message for national unity (Aug. 15). A 
no-confidence motion in parliament was de- 
feated (Aug. 17). 


JAPAN 

Prime Minister Zenko Suzuki ordered the 
Foreign Ministry and Education Ministry to 
iron out the problem of revised history 
textbooks (Aug. 13). 


MALAYSIA 
Two drug-traffickers were hanged in Kuala 
Lumpur (Aug. 13). 


PAPUA NEW GUINEA 

Riot police used tear-gas to disperse hun- 
dreds of off-duty soldiers rioting in Port 
Moresby (Aug. 11). 


| PHILIPPINES 


А human-rights group claimed the military 
has killed 157 people in massacres or: unoffi- 
cial пот in the first six months of the 

- 13), Labour leader Felixberto. 
9. was arrested on rs of inciting 





| | hurt (Aug. 16) 


part ina BBC TV film about the Phil pines, 
accused President Ferdinand Marcos of har- 
rassment. Police said they. had killed at least 
41 suspected muggers in Manila since Marcos. 
called for a crackdown on August 8 (Aug. 


SOUTH KOREA 
Two men were sentenced to death for 
ting fire to an American cultural cen 
Pusan; a Roman Catholic priest was jailed 
three years for sheltering one of them, an 
other defendants were jailed for periods ra 
ing from two to 15 years (Aug. 11). More tha: 
1,200 prisoners were released in a Liber 
Day amnesty (Aug. 14). i 
Hwan renewed an appe 
talks with, North Korea (A 


TAIWAN | ; 

The ‘government depite "Washingtor 
decision to taper off arms sales to. EE ia 
(Aug. 1 7. 


THAILAND - 
A hand-grenade was urled at Prime Minis- 
ter Prem Tinsu home; but no one was . 


for reu ifi 


3). 





Israel has formally complained 
to Australia following a 
strongly worded "statement of 
policy" issued by Prime Minis- 
ter Malcolm Fraser at the 
South Pacific meeting in Ro- 
tarua, New Zealand, on Au- 
gust 9. Fraser, a long and loyal 
supporter of Israel, con- 
demned the bombardment of 
Beirut as "short-sighted and 
foolish" and said: "Israel is 
serving its own interests and 
the interests of the region very 
badly." 

He urged powers such as the 
United States to use their influ- 
ence “to full effect" to stop the 
fighting. And he announced a 
US$10 million contribution to- 
wards the reconstruction of 
Beirut and said he would be 
writing to the heads of govern- 
ment of other advanced aid- 
donor countries asking them to 
make comparable donations. 

Back in Canberra, Fraser 
met Jewish community leaders 
on August 12 to explain his 
reasons for issuing the state- 
ment and reassure them of his 
continued support for Israel's 
right to exist within secure bor- 
ders. — ANNE SUMMERS 


Lehman tells Japan 

to secure sea-lanes 

United States Navy Secretary 
John Lehman told foreign cor- 
respondents in Tokyo on Au- 
gust 12 that Japan should move 
faster and spend more to se- 
cure sea-lanes up to 1,000 miles 
from its borders, including the 
*real capability to win if one's 
adversaries actually resort" to 


military seizure of access 
routes. 
Reflecting the pressure from 


US President Ronald Reagan's 
administration on Japan to 
bolster its defence capability, 
Lehman said the administra- 
tion saw no evidence of emerg- 
ing Japanese militarism and de- 
nied that White House policy 
on Japanese defence was hav- 
ing any adverse effect. 

— MIKE THARP 


Fiji claims again that 
India meddled in election 
Fiji's Prime Minister Ratu Sir 
Kamisese Mara has reiterated 
his charge that a former Indian 
high commissioner's husband 
was involved in transfer of 
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Soviet funds to the opposition 
National Federation Party. 
Earlier this month, the 
prime minister accused India of 
interference in Fiji's July elec- 
tion, alleging that Hari 
Kochar, husband of Soonu 
Kochar, India's high commis- 
sioner in Suva until April, pass- 
ed Soviet funds to opposition 
party representatives at a 
meeting in a Sydney hotel. 
India denied the allegation 
after its present high commis- 
sioner in Suva, C. Ravin- 
dranathan, had investigated 
the matter. Mara's repetition 
of the accusation has prompted 
a formal Indian protest, to 
which a reply is still awaited. 
— MOHAN RAM 


Chun woos Africa and 
canvasses Canada 
South Korean President Chun 
Doo Hwan has embarked ona 
15-day trip to four African na- 
tions Kenya, Nigeria, 
Gabon and Senegal — and 
Canada in a bid to strengthen 
Seoul's diplomatic and 
economic relations. His talks 
with African leaders will be 
dominated by South Korea’s 
interest in developing Africa’s 
natural resources and barring 
North Korea's diplomatic in- 
itiatives, but meetings with 
Canadian Prime Minister 
Pierre Trudeau will focus on 
Chun’s announced goal of con- 
vening a summit conference 
two years hence of Pacific 
Ocean countries. 

Accompanying the premier 
on his third overseas trip since 
he took power two years ago 
are Deputy Premier Kim Joon 
Sung, Foreign Minister Lee 
Bum Suk and Commerce and 
Industry Minister Kim Dong 
Whie. A large number of the 
country’s leading businessmen 
are also with him. 

— SHIM JAE HOON 


Dengue fever claims 
26 lives in Malaysia 


Dengue fever, a tropical di- 
sease, has reached epidemic 
атар in Peninsular 
alaysia, claiming 26 lives. By 
August 17, 1,297 cases were re- 
ported and the government de- 
clared the whole country a den- 
gue infected area. A new law to 
control the epidemic will come 
into force on August 28. The 
last epidemic of dengue fever 
— caused by the Aedes mos- 

quito — was during 1974. 
—K.DAS 





Tin trio postpones 
producers' pact 


The world's three major tin 
producers, Thailand, Malaysia 
and Indonesia, have indefi- 
nitely postponed the signing of 
an agreement to form a tin pro- 
ducers' association. An an- 
nouncement by the Thai Indus- 
try Ministry said more time is 
required to deliberate on the 
draft agreement. 

Mining ministers from the 
three Asean countries, which 
together account for about 
70% of the world's tin produc- 
tion, agreed in Bangkok in 
June on the pact, designed to 
ensure price stability and to 
promote collective marketing 
efforts in the wake of a slump in 
world tin prices. 

It is understood the three 
countries have had differences 
relating to supply cutbacks to 
bolster prices and a proposed 
buffer stock which would du- 
plicate the one under the sixth 
International Tin Agreement. 

— PAISAL SRICHARATCHANYA 


Suharto ‚ш... 


Indonesia's President Suharto 
sought to quell rumours of an 
imminent devaluation when he 
told parliament on August 16 
that the country's foreign-ex- 
change reserves were adequate 
and that "the government is of 
the opinion and hereby states 
that it is not necessary to de- 
value the rupiah." He said the 
exchange rate of the rupiah 
would continue to float and to 
be controlled as at present. 

— MANGGI HABIR 


Australia's budget 

cuts personal taxes 

The 1982 federal budget pre- 
sented on August 17 by Austra- 
lian Treasurer John. Howard 
provides generous personal in- 
come-tax cuts and other per- 
sonal benefits, while allowing 
the government's revenue de- 
ficit to treble to A$1.67 billion 
(US$1.64 billion). Howard 
said these concessions were 
needed to help Australians 
through the global recession. 
The budget predicts no growth 
in the economy this financial 
year (which began on July 1) 
and indicates that inflation will 
rise slightly to 10.75%, that in- 
terest rates "are likely to re- 
main uncomfortably high" and 








that unemployment will rise. 

The government plans to in- 
crease its revenues (by some 
A$870 million a year) through 
a clampdown on tax avoidance. 


This, together with deficit 
financing, will be relied on to 
finance a 14% increase in gov- 
ernment spending (to A$47 bil- 
lion) in fiscal 1982-83. The 
budget is widely thought to set 
the scene for an early election, 
which could be held as soon as 
September., — ANNE SUMMERS 


Out of the 
came forth 
Nobel Prize-winning eco- 
nomist Lawrence Klein, of 
the University of Pennsyl- 
vania's Wharton School, told 
an August 9 symposium in 
Tokyo that Asia, "the last area 
of the world where we thought 
there was support for growth, 
has now succumbed” to reces- 
sion. He added that commo- 
dity prices would remain fairly 
stable for the next five years, 
which is a dubious consolation 
to Asian producers, given cur- 
rently depressed price levels. 
—MIKE THARP 


Britain Burma 

to buy 

Burma is receiving a £2.2 mil- 
lion (US$3.8 million) grant 
from the British Governmen 
to finance 20% of its £11 mil- 
lion purchase of three 18-mw. 
gas-turbine electric power 
generating sets and ancillary 
equipment. 

Notes concerning the grant 
were recently exchanged in 
Rangoon between Burma’s 
deputy planning and finance 
minister and the British ambas- 
sador. The sets are being in- 
stalled at three towns in central 
Burma. — M. C. TUN 
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Japanese colonial rule over the Korean penin- 
sula ended in 1945 but Koreans living in Japan 
today are still in a sense second-class citizens, 
suffering discrimination in employment, educa- 
tion and housing. Indeed, as the colonial rulers 
forced Koreans to change their names for Ja- 
panese ones before World War Il, some Koreans 
now have to do the same again to escape the 
poverty trap. Seoul correspondent Shim Jae 
Hoon examines the legacy of bitterness which 
extends even after death in the case of Korean 
victims of the atomic md of Hiroshima 
he Py 


(pages 19-20) while Mike Tharp in Tokyo looks att 


ongyang sup- 


porters in Japan and analyses the current official relations between 
Seoul and Tokyo (page 22). Meanwhile, Lessons of Pearl Harbour 
(page "Rl also deals with Korea and, extending the theme, The 5th 


olumn 
history (page 36). 


Page 12 І 
Pledges by Washington over 
arms sales to Taiwan and Pekin 
over peaceful reunification put 
United States-China relations 
back on an even keel. 


Page 13 

An attack on. the Thai prime 
minister's home brings a feeling 
of uneasiness to Bangkok in the 
run-up to the annual military re- 
shuffle. 


Page 14 29 

Hongkong's people give their 
views on the 1 question, with 
some surprising results. 


Page 15 ` 

Malaysia may provide a nest for 
Australia’s Hornets, but may stir 
up a hornets’ nest in the process. 
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ooks at the current row over rewriting Japanese colonial 


Cover photo: Hikaru Kerns. 


Page 16 

Lieut-Gen. H. M. Ershad plans to 
stay on as Bangladesh's army 
chief for another year to pave the 
way for power-sharing. 


Page 32 

The famous Preah Vihear border 
temple is still a sore point be- 
tween Thailand and Cambodia's 
Prince Norodom Sihanouk. 


Page 33 

United Nations Secretary-Gen- 
eral Javier Perez de Cuellar dis- 
tances himself from the Cam- 
bodia aid question in order to 
concentrate on diplomacy. 


Page 34 

Nguyen Co Thach's statements 
on possible Soviet bases in Viet- 
nam remain enigmatic. 
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Page 46 

Official figures show that Singa- 
pore's economy turned in its 
worst performance in six years 
during the first half of this year, 
and prospects of the recession 
being prolonged have led the 
government to produce a plan to 
aid exporters, moderate wage 
growth and boost domestic in- 
vestment... 


Page 47 . 
... meanwhile, Malaysia, though 
also considering an anti-reces- 
Sion plan, sees benefits in the 
downturn. 


Page 48 

Development in the Asia-Pacific 
region is threatened by a cutback 
in contributions to aid dispensed 
by the United Nations. 


Pages 55-59 
Singapore's Unit- 

erseas Bank, 
under the leader- 
ship of chairman 
Wee Cho Yaw, 
hopes to maintain 
the pace which 
has enabled it to 
achieve dramatic 
growth. 


Page 69 А 

Philippine coconut growers соп- 
tinue to be hurt by low prices for 
their products, and the problem 
is so massive that its effects are 
bound to hurt the nation's econ- 
omy. 
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i _ Did you know? 
` Sometimes figures mean 


more than words. 


Total Deposits: 


Customers: 
Net Profit: 






[32:5 billion dm K 


Capital and Riiie 397, 2 2 billion Lire Lire 





This data concerning the 1981 
financial year was approved by 
the Shareholders’ Annual General 
Meeting of Banca Nazionale 
dell’Agricoltura. 

Besides profits, the Bank covered 
securities’ depreciation for more 
than 19 billion Lire and allocated 
88 billion to the loan-contingency 
fund, substantially increasing the 


total net worth to more The Meeting entrusted the 

than 397 billion Lire, international auditors, Coopers & 
Dividends were 175 Lire for each Lybrand, with the auditing of the 
ordinary share and 87,5 for Bank's accounts for the three-year 
preferred shares, ranking for period 1983/85, in view of 
dividend as of Ist July 1981. the official quotation of the 


loans to ordinary customers 
increased by 19,7%. 


BANCA NAZIONALE DELL'AGRICOLTURA 


A Bank for all seasons. 


Total customers' deposits Bank's shares on the 
increased by 18,496, whilst y) Stock Exchange. 
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| | governments - 5 
Мо doubt if Pilger were проте on | long patronised the countries of Southeast 
19th century England he would have a, Asia. With the growing strength of Asean 
field day on child abuse. 1 contend that and more particularly the increased inde- 
many countries have succeeded in manag- | pendence of allies such as Malaysia, Aus]. 
ing their own industrial revolutions in this | tralian politicians and diplomats may be 
région without the appalling з social conse- | taught to realise just where they livein the 
. quences that afflicted 19th century Eng- | world. The countries of Southeast Asia 
land, Those that have not yet succeeded іп | сап no longer be looked upon as handy 1 
achieving social conditions in which child. | markets and buffers in the forward de- | ersthe end yest woul ld be mich di с 
abuse is rare can fairly reject the accusing | fence of Australia. the actual Korean pronunciation. 
finge of.those w ho w ere fortunate to | Kew. Victoria COLIN РКАТТ: Beaumaris; Victoria DAVID BUT. 
; havetheir industrial and social revolutions 


100 vears саге : . 
MA he m pic king protest that Pilger | Banning the Bom f е Caricature of the truth ; 


made it is clear that your article not only | I read with-interest Richard Hughes’ cols | In your verv balanced report onl 
touched the. hêrve of having been duped | umn [REviEW, July 23] concerning Souths Prime Mini er Indira Gandhi's у 

but obviously wounded the pride of such. | Korean Foreign Minister Lee Bum Suk 
an emi porter. The REVIEW has no | and the (understandable) ) problems he has 
parallel in slargely objective reporting of | with his name in Western. countriés. E 
this region's affairs — keep it up. | worked for the South Korean Govern- 
if Зло. S C. W. LOWSLEY | ment's Economic Planning Board in 1979. | 
^» | 80, helping to produce a weekly English- | 
language bulletin on the Korean d 4 

іп the wake of Park Chung Hee's assassi 

ister Datuk Seri. | nation: and in the course of this task <; 

in Me hamad, in a speech during | сате across the name of Lee Bum Suk; 

it of Australian Prime Minister Mal- | which T felt was hardly flattering to the 

er (do a: man concerned. 








Ona of the last Opportunities forr major resort development in the Great Barrier Reet region. 
An.established resort operation together with extensive development leases on 7 
(1950 acres) Lindeman Island. are available for ,Püütchase by private treaty. - 
Outstanding Beauty 
Surrounded. by over 80 other islands. Exceptional flora and fauna, Varied scenery, pan : 
| maintained by National Parks & Wildlife Service. ; 
i. Tourist Resort ; 
| Existing resort has.89- accommodation units; bars, restaurants, 6-hole golf course, swimming. 
1, tennis court. ud 
velopment Potential ` 
2 further magnificent beach sites suitable for resort hotels and an attractive condominium site, 
Established infrastructure 
tiful water, Airstrip, Jetty, Powerhouse. 
Also available for purchase. і 
ir Charter (Om pany with three | light aircraft, 


Offers. in the order of A$7.5 
million will be considered, 
Interested parties to establish 
negotiations prior to 
30th September, 1982. 
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‚ My client is a well-known European trading company with major interests in pac ed foods; particularly 
in-Asia. ` e 
“Оп my client's behalf, I am looking for an experienced 


BUSINESS EXECUTIVE 


willing to re-locate to Asia on a permanent basis to fill the vacant post of Commercial Manager responsible for 
sales, physical distribution, warehousing, personnel, control, and finance. He will have reporting tohim an or- 


ganisation of 400 employees, including 100 salesmen that cover the retail trade. Paral 
operates a Product Management Group headed by a Marketing Manager. Both the Co 
the Marketing Manager report to the General Manager. $ 

` The Commercial Manager participates in the preparation of annual budgets and li 


is organisation 
ial Manager and 


nge plans. There- 


fore, he has to have à good understanding of all problems related to the marketing of | k: oods. He will 


probably not béa marketing specialist, but he will have had several years of experience ina 
engaged in the manufacture and distribution of packaged foods. | 
The successful candidate will beat least 35 years of age, will be fully fluent in Englisi 


eorganisation 


have completed a 


thorough commercial education at university level or comparable, and will have a proven ree ‘das leader ofa_ 


sizeable commercial organisation similar to that of my client. : 
My client offers a generous compensation package commensurate witha position of hig 


ponsibility inan 


seas location. Passages to and from are paid for the employee and his family, and annual home leaves 


ons in English with complete details, accompanied by a recent photograph and a handwritten let- 
vited to my address shown below. Full confidentiality is assured. 


Dr. A. Gaugler 


Alfred Escher Strasse 26 
02 Zurich, SWITZERLAN D 


Institute of Southeast Asian Studies 
ASEAN ECONOMIC RESEARCH UNIT 
EAD/COORDINATOR 


jns are invited. for appointment. as HEAD/COOR- 

he ASEAN ECONOMIC RESEARCH UNIT of the 
heast Asian Studies, Singapore. 

'andidates should possess Ph.D. or equivalent 

conomics. Preference will be given to candidates 

ions in international economics, monetary econo- 

ic development. Experience in research in South- 


Requirement: The successful candidate would be responsible for 
administering the Unit arid directing its research programmes. In 
addition, the successful candidate would be expected to pursue 


_ depending on qualifications and experience. 
^ Air Passage: Economy-class air passage for appointee.and fami- 
у Up to four adult fares іп all from place of recruitment to Singa- 
‘pore... 
Medical Benefits are available. 
nterested candidates should apply to the. Director, 
sian Studies, Heng Mui Keng Terrace, Singapore 
ving full personal particulars and also the names and ad- 
three referees. 


September 1982. 


Institute of Southeast Asian Studies | - 
ASEAN ECONOMIC RESEARCH UNIT 
RESEARCH FELLOWS 


Applications are invited for appointment as RESEARCH FEL: 
LOWS in the ASEAN ECONOMIC RESEARCH UNIT of the Inst 
tute of Southeast Asian Studies, Singapore. . * 


' Qualifications: Candidates should possess Ph.D. or equivalent і 


qualifications in Economics. Preference will be given tocandidates 
with qualifications in international economics, monetary econo- 
mics, or economic development. Experience in research in South- 
east Asia will be an advantage. Likewise, the ability to work quick 
and independently. : 


Salary: Salary ranges from US$30,000 to US$35,000 per annum 
depending on qualifications and experience. 


Air Passage: Economy-class air passage for appointee and fami- 
ly up to a maximum of three adult fares inal! from place of recruit: 
ment to Singapore. BUS 


Medical Benefits are available. 

Interested candidates should apply to the Director, Institute of 
Southeast Asian Studies, Heng Mui Keng Terrace, Singapore 
0511, giving full personal particulars and also the names and а 
dresses of three referees. й 


Closing date: 30 September 1982. 
















uneasy feeling that someone, somewhere 
; is protesting rather too much. 

PHILIP ELDRIDGE 
Senior Lecturer in Political Science 


Hobart University of Tasmania 





lagree strongly with Herbert Feith that 
€ role in Australia of the “Indonesia 
lobby" of bureaucrats together with some 
service people, journalists, and academics 
“has become counterproductive. This, as 
he indicates, is because the lobby iden- 
tifies so readily with the governmental 
- “state managers" in Indonesia, and ap- 
. pears to disapprove of any populist mani- 
festations countering such authority. Such 
Manifestations, of course, include the ac- 
tivities of various Australian non-govern- 
ment groups. 
On the Indonesian side 1 feel it a great 
pity that the Indonesian Government has 
¿played such an exclusive role in Indone- 
sian relationships with Australia. Indeed, 
David Jenkins (in common with most In- 
donesian officials and many members of 
the lobby just referred to) even seemsto 
infer that “Indonesian”. views are iden- 
i i эзе expressed by the current 
vernment. This is obvi- 
5 in the.case of such a 
multi-faceted society. 
f Radio Australia broad- 

















donesian Government in developing its 
country over the past decade, there is also 
a possibility of over-management, which 
„Seems to be true of Indonesian-Australian 
relationships. 
- T also. wish to counter strongly the im- 
„ plicit suggestion of Jenkins that cultural 
“difference іѕ а major barrier to under- 
standing, and that Australians “often seek 
to impose theif Own standards on what is a 
very different society from their own.” 
Many ordinary Australian visitors to In- 
donesia, and especially perhaps the 
younger set who use normal (as opposed 
to tourist) travelling and accommodation 
facilities, have shared my experience in 
finding little difficulty ín establishing ex- 
cellent rapport with ordinary Indonesians. 
Perhaps our mutually relaxed attitudes to | 
_ life help this process, which for me at any 
is far easier in Indonesia than in the 
uptight societies of Singapore or Hong- 
ng. Incidentally, the Indo: 
















| derable interest in studying Indonesian lit- 


ahasa nesia isq : 
in Australian schools, and there 


cons 


ature and languages at several Austra- 
lian universities. So far as Jenkins' alleged 


Australian “underlying fear of Asia and: 


the yellow hordes” are concerned, it is cer- 
tainly not the Indonesians who are feared, 
though there is naturally concern over 
East Timor, as over problems along the 
Irian Jaya and the Papua New Guinea bor- 
ders. 

I agree. with Herbert Feith that the 
cause. of Indonesian- Australian relations 
would be best served by a broadening of 
our mutual relationships, which in my 
view should extend far beyond the strictly 
government-to-government or govern- 
ment-sponsored level. There is really no 
fruitful way out of the present impasse 
other than a relaxation, which would per- 
mit a wide growth and blossoming of re- 
lationships in many fields. I personally be- 
lieve that the re-admission to Indonesia of 
the ‘Australian press, and the official en- 


couragement ОЁ diverse contacts between | 


our societies, can do nothing but benefit 
our mutual interests, and will not wreak 
the damage apparently feared in govern- 
ment circles. Indeed, the admittedly nar- 
row and undesirable focus of the Austra- 
lian press on Indonesian political repres- 
sion may itself be seen as a result in part of 
the restrictive atmosphere in which our 
mutual affairs have been carried out. 

It is really a tragedy that such close 
neighbours have allowed themselves to 


drift into a situation largely caused by 


mutual ignorance. 
Cook. Australia 


| Slaves to sensation 


| | have read with interest the reaction to. 


John Pilger's story in the London Daily 
Mirror alleging child slavery in Thailand 
and your article on it [REVIEW, July 16]. 


| Pilger’s protest and Derek Davies’ reply 


[REviEW, July 30] were particularly en- 


lightening. I do not agree with Pilger that 
the July 16 article was “overblown.” In 
fact it seemed a fair investigation into the 


overblown sensationalism of the English 
popular press which frequently fails to re- 
flect accurately the complex problems af- 
fecting countries in this region. | 

Whether Pilger was hoaxed or not is, I 
believe, of secondary importance to the 
basic problem faced by the European 
popular press of how to do justice to very 
real and complex problems in a picture- 
book format for assimilation by readers 
who have little time or inclination to delve 
beneath sensational headlines. 

Such articles аге written only: to sell 
newspapers, and there is certainly no 
shortage of tales on child abuse and suffer- 
ing in this region which would titillate or 


even anger British readers who, by and. 
large; have no conception of poverty and | 
its consequences on the behaviour of] 
people in such conditions. This is not to | 
apologise for t ; 
children which occurs, but to emphasise 


undoubted exploitation 
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Over 55 times a week 
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Sleeper beds. Or JAL's Executive Class — with special consideration for the 
businessman. JAL's TransPacific Schedule ... Convenience the way it was 
meant to be. Because ... serving you is our way. 


JADAN AIR LINES 








| LETTERS 


Who needs whom? 


I wish to take issue with one comment by 
Anne Summers included in your survey of 
Australia-Indonesia relations [REVIEW, 
July 30], suggesting that the current Senate 
inquiry into East Timor is "the first time 
the Australian. parliament has investi- 
gated the internal affairs of another coun- 
try." Despite the position of the Austra- 
lian Government, there are many Austra- 
lians who see Indonesia's invasion of East 
Timor as a violation of international law 
and cannot accept that territory as part of 
Indonesia in any de jure sense until there 
has been a freely conducted act of self-de- 
termination by the people of East Timor, 
fully supervised by the United Nations. A 
majority of nations at the UN still adhere 
to this view. 

It is not necessary to equate such opin- 
ions with hostility to Indonesia. If the In- 
donesian Government would cease mak 
ing attitudes to East Timor the litmus test 
of friendship, then it might be possible to 
develop relations along the lines that 
friends can disagree on many issues and 
still maintain an overall outlook of good 
will Indeed it 
would be amazing, peu" 
and very unhealthy, 
if two such large and 
diverse countries as 
Indonesia and Aus- 
tralia could agree on 
all matters of impor- 
tance. Indonesia 
does not apply such 
tests to other coun- 
tries which adopt a 
contrary position on East Timor. It seems 
that Australia is being singled out as 
scapegoat for Indonesia’s failure to per- 
suade international opinion of the merits 
of its case. 

So far as human-rights issues are con- 
cerned, these are not exclusively domestic 
issues, as Indonesia and Australia are 
both signatories to the UN Charter on 
Human Rights. In the case of East Timor, 
where territorial status is in dispute, the 
international dimension is more evident, 
providing a legitimate subject for com 
ment. The Indonesian Government is 
hyper-sensitive about purely domestic re- 
porting, and this is picked up by many Aus- 
tralians. Without wishing to defend the 
Australian media in any blanket sense, the 
bias towards reporting East Timor, noted 
by one writer, perhaps indirectly reflects 
this. 

As for the rather tired cliche cited by 
David Jenkins that Australia needs In 
donesia more than Indonesia needs Aus 
tralia, this was coined in the early 1970s or 
earlier by the elite group in Canberra de- 
scribed in Herbert Feith's excellent arti 
cle. which their Indonesian counterparts 
have subsequently found convenient to 
adopt. One wonders why, if Australia is so 
totally unimportant to Indonesia, it 
should be necessary to repeat this theme 
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At York, we put Linger over 
a premium on a few drinks. 
making business And for your 
trips hassle-free. business seminars 
| That's why we're and conferences 
the travelling the York offers 
executives" choice. four function 
| After a hard day's work, have a rooms of varying sizes. 
| stimulating workout at the Just off Orchard Road and next 
| swimming pool or the health salon. to the Goodwood Park, the York is 
| Try Mario's for authentic Italian only a short walk from the heart of 
| cuisine. Or Bamboo Court, our Singapore's central shopping and 
| coffee-house, for superb oriental entertainment district — yet 
| and continental dishes. At the secluded enough to give you a rest 
| Carriage Bar, listen to the bands. from the hustle of the city. 


We make it our business 
to take care of you. 





York Hotel 


THE BUSINESSMAN’S ADDRESS IN SINGAPORE. 


21 Mount Elizabeth, Singapore 0922, Telex RS 21683 YOTEL. Cable YORKHOTEL 
Reservations: Utell International. Cardinal Hotel Booking Service, Hong Kong. 


Goodwood Park Hotel Sdn Bhd, Kuala Lumpur. 
Member of The Goodwood Group. 


Tiu белше! is on in the Philippines. 
Jm the’ red corner, the undisputed 
' champion. San Miguel. In the blue 
cornef, up and coming newcomer Asia 
, Brewery Inc. 
ndisputed champion is no exaggera- 
on in the case of San Mig, which is the 
Philippines’ top money-making com- 
pany, with profits of a staggering P283 
million (US$32.5 million) last year out of 
total sales of P5 billion. In its more than 
90 years of operations in the Philippines 
it has brushed aside two previous chal- 
lenges to its monopoly. The first was a 
company called Balintawak. a Japanese- 
Philippine joint venture started in 1937, 
This (obviously) prospered during the 
years of the Japanese occupation but in 
1947 it was handed over to the govern- 
'ment by the United States Reparations 
Office. The government then handed it 
back to San Mig. 
The second attempt was in 1952, via 
Hilali Transit, a company owned by a 
former governor of Bulacan. This 


Sari Mig drinkers at rural store: a bar-room battle. 


Quezon City brewery lasted only a year 
before being swallowed up by the cham- 
pions. 

Now, however, comes Asia Brewery. 
While San Mig appears to have every- 
thing going for it, Asia Brewery has at 
least one trump card — its entrepreneur, 
Lucio Tan, a Filipino-Chinese among 
that group of businessmen often referred 
to as the cronies of President Ferdinand 
Marcos, Tan is chairman of Allied Bank- 
ing Corp.. the second-largest private 
domestic bank in the country; heads For- 
tune Tobacco Inc.. the nation's largest 
cigarette maker and tobacco processor, 
and has four other construction, chemi- 
cal and agrobusiness companies. 

Tan officially launched Asia Brew- 
ery's USSI60 million brewing, bottling 
and crating plant on January 27 — and 
then the flak started flying. While the 
public has been lulled — or driven mad 
— by the sound of an Asia Brewery’s 
jingle to the tune of The Drinking Song 
from Romberg's The Student Prince, 


122 


which is played — constantly, it seems to 
listeners — on the country's commer- 
cial radio channels, San Mig and Asia 
got down to the below- the-belt punch- 
ing. 

Charges have been flying between the 
two companies of every dirty deal from 
industrial spying to counter-propaganda 
to ethics violations while the public is en- 
joined to *let it fly," to "drink to fortune 
and wealth" and to follow the lead of 
famed boxers, actors and singers in their 
inebriation rites of spring. 

Asia Brewery's advocates insist that 
San Mig's Gold Eagle brand was rushed 
on to the market late last November to 
beat Tan's first entry, Beer Hausen, to 
the punch. San Mig supporters say Beer 
Hausen had to be hurried up to reach the 
bars and bottle-shops by December 14, 
both for a last-ditch effort to capture 
some of the Christmas market and to 
avoid being flooded out by an onslaught 
of new San Mig varieties. 


Some say Gold Eagle, which is 


cheaper than most San Mig brands, has 
been given the advertising boost it has to 
make it appear that Beer Hausen was a 
cheap competitor to it alone, whereas 
Asia views its flagship as a worthy adver- 
sary to San Mig's prime product, the fa- 
mous Pale Pilsen. 


М seriously, there are charges that 
industrial espionage was the reason 
why Beer Hausen's bottles are so similar 
to Gold Eagle's. And, on the other hand, 
the same reason is cited for what is said 
to be a last-minute change of name by 
Beer Hausen. It is known that Tan had 
registered the names Golden Ribbon 
and Golden Brew — "gold" of course is a 
magictag for a brand name in any Asian 
country. But then came Gold Eagle, 
which, it is said, neatly knocked Tan's 
golden ideas and left him with Beer 
Hausen. 

At least, Tan has made the most of the 
Teutonic-sounding title "he. finally 
adopted. Beer Hausen, his publicists 








say, is made of purely natural ingre- 
dients “in the German tradition." But 
even this innocuous-seeming claim got 
a kidney-punch. San Mig retorted that 
Beer Hausen was no more natural than 
any other Asian beer — most Asian bre- 
wers have to resort to chemicals in the 
brewing process to achieve the same 
water conditions as the European mas- 
ter-brewers. 

San Mig also disputes Beer Hausen's 
claim to use “mountain spring water" 
from Mt Makiling, which is near the Asia 
Brewery plant. The only water sources 
there, say San Mig protagonists, are sul- 
phurous and would have to be chemi- 
cally treated with chlorine to make them 
suitable for brewing. OED. Or, if you 
like, reductio ad absurdum. 

But the battle does not end here. It ex- 
tends from the beer even to the bottles, 
with a long, long wrangle over how many 
Asia Brewery should be entitled to im- 
port. They brought in US$6 million 
worth from Taiwan last year — tax free 
— after arguing that Philippine bottle- 
makers could not cope with the rush that 
the new brewery would induce. 

The bottle-makers of the Philippines 
— the biggest of which, coincidentally, is 
San Mig — were furious. The industry, 
they said, was quite capable of produc- 
ing as many bottles as Tan wanted — 
which gave rise to the curious situation 
that, in effect, Asia Brewery's rival was 
offering to produce bottles for it. The 
bottle battle heated up with stories in the 
press about Beer Hausen being hit hard 
by the fact that their bottles were not 
being returned. However, it was 
rumoured that San Mig itself was buying 
up Beer Hausen bottles simply to pre- 
vent them being returned. 

It all sounds very silly. But it is costing 
both companies a lot of money in a mar- 
ket where the vast majority of potential 
new consumers are relatively poor. San 
Mig in fact is test-marketing a brand call- 
ed Red Horse, low-priced and of high 
potency, in the less-developed areas of 
the Philippines. In these poorer areas, 
people tend in times of recession to de- 
sert beer for cheap local spirits. A 
strong, cheap beer, the argument goes, 
will woo them back — and, of course, 
boost San Mig's profits yet again. 

San Mig has averaged sales of about 90 
million cases — over 2 billion bottles — à 
year. Asia Brewery is hoping for 5 mil- 
lion cases this year. That is a lot of beer 
for a population of less than 50 million. 

— GUY SACERDOTI 
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69th NORTH-WEST-GERMAN STATE-LOTTERY 


Government Controlled 


2 
Now: each and every Friday 
ene е 
a million to win... 
This extraordinary chance and others are offered to you by the govern- 
ment controlled NORTH-WEST-GERMAN-STATE-LOTTERY. 
Extraordinary! Every 3rd ticket-number wins guaranteed whithin the 


period of the lottery. Total winnings for the 69th lottery will amount to about 
103 million DM. Alone the Super-Jackpots entail 27 million DM. 


The maximum Super-Jackpot 
alone comes to 2 million DM. 


The prize-money is paid in DM, one of the strongest currrencies in the world. 
The lottery runs over a period of 6 months - one class per month. Ist - Sth 
dass gives you four chances in each of the four weekly draws. The 6th class 
offers you 8 chances - that is 8 chances to win! The prize-money increoses 
from draw to draw. All draws are supervised by state auditors. 
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It’s easy to participate: 

@ Please send us the order coupon - or if missing - a letter. 

© Atlach payment for the tickets you want, using either cash by registered 
airmail-postage, international postal order, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after receipt of the 
invoice. 

@ We send you the tickets, further information and the official draw 
schedule. After each class you receive the official winning list together 
with your ticket for the next doss, as your previous ficket is eliminated 
from the lottery ofter each class. 

@ You will be notified each time you win within days. The prize-money is 

paid to you free of German tox and the whole amount will be paid with- 

out any deductions. You remain absolutely anonymous. 


@ We guarantee fast, reliable and confidential service world-wide. 


This is why it is interesting for you to join the 
lottery: 


1 x 2 million DM as maximum prize-money 


1 x 1 million DM 
24 x 1 million DM or 240 x 100,000 DM 
29 x 50,000 DM 


and in addition 107,587 more prizes up to 25,000 DM 


Walther Ruge 
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Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket'or 
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ticket number wins guaranteed! Try your luck. 
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this coupon 


pr 1/1 ticket 
- 1/2 ticket 

1/4 ticket 

Valid only where legal! 
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quarter of the industrial board's value has 
been wiped out. Last week's selling pres- 
sure took Malayan United Industries sub- 
sidiary Central Sugars down M$1 (42 US 
cents) to M$10.10, while General Corp. 
slipped 36 M cents to M$3.34. Also among 
industrials heavily-traded Multi-Purpose 
Holdings fell 8 cents to M$1.94, just 40% 
of its opening valüe in January, amid 
rumours of boardroom changes. 


Seoul 


The market dipped after a slight gain early 
in the period. Heavy trading in issues of 
two commercial banks, which are to be 
handed over to private management later 
this year, helped sustain turnover at a re- 
spectable daily average of 10.2 million 
shares. High-priced issues, including con- 
structions and electronics; declined 
slightly as cash-laden investors shifted at- 
tention to lower-priced blue chips such as 
food shares. The composite share price 
index lost 2.2 points to close at 171.9. 


T J . 

The market continued to retreat іп the ab- 
sence of any sign of economic recovery 
coupled with a general tightening of cre- 
dit. Investors were also awaiting company 
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reports on earnings (or losses) for the first 
half of the year. The average weighted 
price index tumbled eight points to close 
at 437.48 while average turnover was 
NT$221 million (US$5.7 million). 


Tokyo 

The stockmarket on Aug. 9 slumped 
below the 7,000 level on the Nikkei-Dow 
Jones Average for the first time since early 
July, owing mainly to rumours that United 
States interest rates would rise again and 
as a result of a weekend slump on the New 
York exchange. During the previous 
week, the Tokyo market had rallied on 
news of lower US interest rates. August is 
generally expected to be fairly somnolent 
because of the annual holiday period, as 
well as the Japanese high-school baseball 
championship. The renewed weakness of 
the yen is also likely to snuff out any signi- 
ficant near-term rally. 


Bangkok 


Prices appreciated further in bullish trad- 
ing as interest in selected counters spilled 
over to the rest of the market. The sudden 
strength was attributed to good corporate 
news and an easier money market which 
combined to draw more investors into 
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stocks. Siam Credit announced a Baht 12 
(52 US cents) interim dividend while the | 
Industrial Finance Corp. of Thailand de- _ 
clared a Baht 9 interim — the first in its 
history. Average daily turnover was a sub- 
stantial Baht 14.2 million while the Book 
Club Index posted a 0.28 point gain to 
close at 94.94, 


Manila 

Oils were active at better prices as specu- 
lation built up over apparently promising. 
drilling operations. On Aug. 6 and 9 alone. 


Philodrill traded 625.3 million shares. E. 


worth P20.5 million (US$2.4 million); 


Transasia, 285.95 million worth P3.9 mil- — 


lion; and Oriental, almost 100 million: 






worth P4.2 million. In what seems to bear _ 


out cautious optimism over market pros- 


pects, gains outnumbered losses in mines, — 


with Atlas and Lepanto leading. Combin- _ 


ed turnover totalled 1.8 million shares _ 


worth P53.9 million, the highest volume so- 


far this year and the second-highest value. — 
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ongkong stood out in the period to 
Aug. 9 — one of gloom for most major 
"markets — with an almost 8% slump in its 
_ index in just five days. Singapore and 
— Malaysia continued their slide while in 
Japan the Nikkei-Dow Jones Average fell 
арап below the 7,000 support level. Only 
- Manila and Bangkok saw solid gains. 


thing approaching panic gripped the 
arket, which plunged 80 points on the 
ang Seng Index on Aug. 9 to reach a 
two-year low. The index lost 92.88 points 
` (to 1,089.87) for the period as a whole. 
There was no shortage of bear factors. On 
_ top of the general political. uncertainty 
_ about Hongkong's future after the expiry 
of the 1997 lease and the prospect of vet 
“another rise in short-term US dollar in- 
- terest rates, came an announcement on 
` the morning of Aug. 9 of what looked like 
a give-away land deal to the Bank of 
China. The market interpreted this as а 

- , Sign that China is no longer prepared to 
a subscribe to high market values of land 











Bad and very bad 


and property in Hongkong as it has been 
in past deals in the New Territories. Senti- 
ment took a further knock, too, from 
some poor interim results on Aug. 9 from 
the Sun Hung Kai group. 


Australia 


Prices on Australian stockmarkets drifted 
back over the past five days, with the 
Australian All-Ordinaries Index falling to 
464.9 points by the close on Aug. 9. Turn- 
over has been consistently light. Austra- 
lia's biggest investor, the Australian 
Mutual Provident Society, is taking a dim 
view of the immediate outlook for the 
market.by deciding to sell its entitlements 
to some large rights issues. 


New Zealand 


The market weakened slightly in the two 
days before the budget but recovered 
those losses in the following two days. 
Large crossings kept total volume at rea- 
sonable levels but stripping these out, 
turnover was very low as investors consi- 
dered the effects of a budget which was 
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PORE & MALA 


considerably less far-ranging in its revision 
of the tax structure than had earlier been 
expected. 


Singapore . 

The market continued tumbling, if any- 
thing gaining momentum in a week short- 
ened by National Day on Aug. 9, on the 
eve of which Prime Minister Lee Kuan 
Yew disclosed a downward revision in 
economic growth forecasts. The an- 
nouncement of a 5-7% range for gross 
domestic product expansion this year con- 
firmed widespread expectations that had 
been evident in the market for several 
weeks. In the four sessions ended Aug. 6 
the Straits Times Industrial Index lost 
27.52 points to finish at 628. Fraser's In- 
dustrial Index ended at 3,674.32, for a loss 
of 105.84 points. Volumes picked up 
slightly from the low levels of recent 
weeks. 


Kuala Lumpur 


The slide in Fraser's Industrial Index to- 
wards the 2,000 mark continued to gather 
pace. The index dropped 143.97 points in 
five straight sessions of falls to close at 
2,059.52, a 28-month low. Since the sus- 
tained decline began in mid-May, almost a 





AN 
15 $2 
a? 
27 $8 
62 
30... 58 
5: a4 
20 “7 
27 4 
+04 70 
11 - 
27 45 
+63 27 
06 ч 
за 27 HONGKONG 
35 — 
ots 70 
52 65 Hang Seng Index 
08 от 
E 8 1,147, 
at 49 Aug. 4 1,146. 
07: 129 Aug. 5 1,142) 
45 07 Aug. 6 1,169! 
SOSS Aug. 9 1,089. 
a pl Change on week -785 


AYSIA 


wa anvavecoeoeneusdesdxsset-ote 


= 
5 = 









Hongkongi s Sun Hung Kai group of se- 
curities, banking and property com- 
“fo panies, two of which were recently 
linked in major deals with New York fi- 
T nancial conglomerate Merrill Lynch, an- 
‘pounced some poor results for the first 
¿half of their financial year, ended June 
/30..Fung King-hey, chairman of Sun 
«Hung, Kai Securities, Sun Hung Kai 
- Bank and Sun King Fung Development 
blamed the sharp falls in all three com- 
panies' profits on international as well as 
local factors. 
27 In the case of the securities company, 
net profits (before extraordinary items) 
мете down 38% over the corresponding 
period of the previous year at HK$62.5 
` million (US$10.3 million). Earnings per 
` share fell correspondingly from 41.2 HK 
‚| cents to 25.6 cents. Extraordinary profits 
"amounted to HK$570,000. Sun Hung 
Kai Securities’ total assets edged up 6% 
to HK $2.84 billion during the period. A 
10. cents-a-share special dividend has 
been paid in lieu of the interim plus a 
f cash bonus of 10 cents. The securities 
| firm is also making a distribution in 
"specie of shares in property subsidiary 
4 Sun King Fung Development designed 
<| to reduce its holding in that company 
` from 51% to 43%. The distribution is at 






























. Keppel moves ahead 
“Keppel Shipyard. group of Singapore has 
¿| announced interim pre-tax earnings for 

-the six months to June 30 of S$83.7 mil- 
Нот (US$39.1 million), a rise of 27.7% 
"from the previous year’s first-half profit 
of 8$65.6° million. After minority in- 
terests, the group’s pre-tax profit total- 
led S$69.2 million, up 12.4%: Increased 
‚ | earnings were largely the result of a 
iie S$36.4 million contribution from sub- 

'sidiary Far East-Levingston Shipbuild- 
ing, which contributed only 539.2 mil- 
lion in the previous interim. The parent 
“company made pre-tax profits of $$48.4 
million agaitist $$44.7 million in the pre- 








‘ping businéss Фай deteriorated signifi- 
cantly and was unlikely to improve dur- 
ing the rest of the year. 


OUB shows resilience 








(ООВ) has declared a pre-t 





for the six monthsto June 30 
of 25.6% from the $$35.5 mill 
previous year’s ee half. The- 


better than Bib: in view 
Sion, analysts said.. 





Sun Hung Kai slides 





vious first half) The'group said the ship- 


ће operating companies in the group, 
— FRIEDA KOH 


Singapore-based Overseas Union Bank 
pro-. 
fit of $$44.6 million (US$20.9 million) 
-year Кіп ат Rawang, Selangor, сате on 
| stream last November and the company 





fall. “mainly to the par 
the rate of one Sun King Fung share for tyear ign December 31 
every 6.25 Securities shares. This move 
is associated with the Merrill Lynch deal 
(REVIEW, May 14) and means that Sun 
Hung Kai will no longer consolidate Sun 
King Fung. 

Fung cautioned shareholders that the 
outlook for the second half of the year is 
“clouded. with uncertainties." High in- 
terest rates had adversely affected the 
Hongkong stockmarket in the first half 
of theyear — overall turnover during the 
period having fallen 57% compared with 
the first half of 1981. Commission and 
underwriting income declined, though 
bullion trading had been quite strong. 
Reduced trading volume and arbitrage 
had hit commodities trading in general 
though Sun Hung Kai Securities’ physi- 
cal commodities division is said to have 
been active. Joint ventures with China 
were going well, as were insurance ac- 
tivities. 

Sun Hung Kai Bank, meanwhile, 
(which like Securities is involved in the 
new partnership with Merrill Lynch and 
Compagnie Financiere de Paribas) an- 
nounced net profits, less provisions for 
inner reserves, of HK$16.4 million for 
the half-year — a decline of 45% over 
the corresponding 1981 period. An 


















duction in interest earnings. Transfers to. 
inner reserves also depleted profit 
Total assets rose 11% to HK$4.71 billion. 
over the end-1981 level. Sun Hung K 
Bank has declared an interim dividen 
of 4 cents a share. 

Fung again warned shareholders that 
the international outlook remaine 
clouded and Hongkong's export ртом 
had slowed. But he expected earning 
the second half (after transfers) to ај 
proximate those in the first half. Cu 
tomers' deposits with the bank ro ! 
to HK$3.98 billion in the first. ha 































p King Re Development’ s p fit 
after tax fell from HK$41.4 mi 
HK$31 million in the first half 
25%. Extraordinary profits 
HK$410,000 during the latest : 
Earnings per share were 6.7 cen 
interim dividend of HK 2 cen 
has been declared. Fung S said t 



























during the first half and he ej 
remain so throughout this ye: 












with Selangor Properties, whic 
two office complexes in Kuala tumpur 
and is planning a third. | ; 

The directors declared an interim di : 
vidend of 8.5% for the first half, up from 
5.5% a year earlier. They said they were. 
“confident that the results achieved in 
the first six months can be maintained in 
the second half-year.” — JEFFREY SEGAL 


Comalco tumbles 


The collapse in demand for aluminium. 
and aluminium products resulted in th 
net profit of Australia’s Comalco Ltd: 
plunging to A$5.7 million (US$5.6 mil- 
lion) in the six months to June 30,5 
stantially below the A$12.1 million 
earned in the corresponding period a. 
year earlier. The sharply lower profit 
was posted on group revenue which. 
edged ahead to. A$364.3 million, com- 
pared with A$333.2 million previously 
The group's wholly owned opérations. 
actually turned in a loss of A$4.8 million 
for the half, though profits earned by a 

ѕосіаѓеѕ contributed A$10.5 million. 
The poorer result followed a sharp rise in^ 
interest payments to A$20.4 million 
(previousl A$12.4 million), while the 
‘provision was raised to 
A$23.8 million from A$22.7 million. An 
interim dividend of 1 A cent a share has 
been declared. — BRIAN ROBINS 


The parent bank saw pre-tax profits 
up by 24% to S$35.45 million. Pre-tax 
profit for the finance subsidiary, Over- 
seas Union Trust, rose 15% to S$2.2 mil- 
lion, compared to a pre-tax profits 
growth of 6.496 in the previous interim. 
Overseas Union Securities, a 46% 
owned associate, saw pre-tax profits 
drop by 55% to $$834,000 from S$1.9 
million in the previous year's first half. 

— FRIEDA KOH 


Malayan Cement gains 


Unaudited group results for Malayan 
Cement, a subsidiary of the British- 
based Blue Circle Industries, show. net 
profits in the six months ended May 31 | 
almost doubled from M$5.9:<million 
(US$2.5 million) to M$11.7 million. All 























which is Malaysia's biggest cement pro- 
ducer, were said to have performed well, 
particularly Associated Pan Malaysia 
Cement (APMC), a 50:50 joint venture 
with a Malayan United Industries asso- 
ciate. APMC's new 1.2 million tonnes-a- 






























is now carrying out a M$150 million 
odernisation programme at its 
nthan plant in Perak. Other Malayan 
mént operating companies include 
mansara Developments, held jointly 


















ted o the Five. ; 
onesia hopes to raise its current coal 
of 250,000 tonnes a year to nearer 
llion tonnes by 1990, part of which it 
sto export (REVIEW, July 16). But 


d to fuel energy-intensive in- 

uch as cement which are rapidly 
о coal. Lim foresees the pos- 
only ofa jointly-sponsored coal 
alsoof joint investments in min- 


operation in coal. 


Lim feels individual Atesa countries 


are not necessarily opposed to such coope- 


ration and to specialisation i in certain in- 
dustries. But each might féar a rebuff or a 
loss of face if it approaches the others on 
this score. So the AFC is prepared to act as 
a go-between or a sort of investment mar- 
riage broker. It has to be ° careful, 
nevertheless, not to tread on the toes of its 
individual shareholders (getting in on ven- 


tures they may prefer to finance them- 


selves) or to compete with existing deve- 
lopment banks and development finance 
institutions in Asean. 


HH) 


INTERNATIONAL 


. COMMENCEMENT OF BUSINESS 
1ST AUGUST 1982 


The Wardley Group and ACLI International 
Incorporated — 
are pleased to announce the commencement. 
of their new joint venture 
under the name of 


WARDLEY-ACLI COMMODITIES ITD. 


at 


` 1004/ 6 Bank of America Tower 
12 Harcourt Road, Hong Kong 
Tel: 5-211661 
Telex: 63276 WDYAC HX 


Brokerage services offered include a full 
range of Commodity Futures contracts 
traded on all major commodity exchanges 
throughout the world and trading in Loco 
London Gold on behalf of clients. 


: Enquiries should be made to Mr. John G.C. 
- Seto (Tel: 5-211661) or to the Company at 
he above address. 


lie AFC more obvi- 
е longer the recession 
re likely this is. 


f itl into 

| the strain off 
rrowings which are likely 
g pressure from 


n in world mar- 


venu with a 
-bankers and 


ional x m 
as Economic Co- 


sibility of setting ор ап Asean-wide trad- 


ing and development company, broadly 
| modelledon the linesof the Japanesesogo ^ 


shosha trading-cum-financial conglomer- 
ates. The idea is that this could бетер 


itis marketed. ; 
The AFC has little to show as yet by way. 
of отан investments or investing | 


more likely to be devoted to a few, 


considered male investments rather 


{| de overall impact on A 


: economies. i 





DEALWITH AUSTRALIAS 
INTERNATIONAL EXPERTS, : 


ANZ Bank is a leader in South East Asia 
for foreign exchange dealings especially 
Australian and New Zealand dollars.’ 

As one of the region's largest and most 
experienced banks we are fully qualified to Telex HX86019. For foreign exchange 
advise on all facets of international and Phone 5-265691/4. Telex HX63546. 
corporate banking. Cables ANZBANK. 


Our aim is to find the right solution to In Singapore, enquire at 6th Floor, 

your specific trade or financial problem, Ocean Building, Collyer Quay. Phone 918355. 

either by conventional or innovative means. Telex 23336. For foreign exchange Phone : 
In Hong Kong, enquire through our 223 1179, Telex 55930. Cables ANZBANK. > 


AN V... BANK 


wholly-owned subsidiary, ANZ Finance (Far € 
East) Ltd., 25th Floor, Alexandra House, 16-20 
Chater Road, Central Hong Kong, GPO 

10124, Hong Kong. Phone 5-265045/8. © 


0071—9110 
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‘sation of investment may be. easier t sell | sensitive 





pe 

o “legal a ye rule of 
1 that a venture must involve: at 
| two Asean countries, not necessarily 
holders in the venture but at least 
ипе partners. 

most Asean countries there is a 
tion that there is.a limit to-import 
titution and that there are benefits to 
cooperation,” said the president, 
$ formerly a senior executive at 
Economic Development 



















Hongkong: The 
shape of things to 
«ome in Hongkong 
| was foreshadowed 
by a land deal be- 
| tween the Hong- 
kong Government 
Bank of China announced on Au- 
































164.7 million), a 6,700 sq. m. prime 
al District site, China signalled both 


те of capitalism and its own willing- 
ito en in the city’s future: But the 
which the deal was donê 





to be manoeuvred to suit specific Pe- 
interests. 


ncement of the deal had precisely 
pposite of the confidence-boosting 
that was intended. Confusion was 
ipounded by news of the sale of a 
rby plot of land to the Mass Transit 
way Corp. (MTRC) at more than 


е Напр Seng Index, the local 
'kmarket's barometer; plunged 80 
nts and the Hongkong dollar fell 1.5% 
st the US currency the day after the 
of China news. On one hand, inves- 
vere worried about the political im- 
ions of yet another "friendship" deal 
China, following so soon.after the 
rnment's expensive (HK$1.5 billion) 
chase of land at Tinshuiwai to save the 
> of Peking-owned China Resources 
EW, Aug. 6). Some saw it as a nerv- 
nd clumsy attempt to be nice to 
à in preparation for discussions on 
future of Hongkong — a kind of 
geld (the tribute paid by the English 
-Rinth.century to try to buy off 



















kong selis a plum office site to China at a concessional 
ahead of sensitive talks on the territory's future 





8. By buying, for НКЅІ billion- 


desire that Hongkong continue as à | 
clearly." However, a government spokes- 
man later said the terms “reflected the full 


Sted that China intends to treat the | 
administration as a vassal govern- 


artly because of official bungling, (ће. 


"at 6% interest. (Normally, the govern- | China with immediate gains. 









| expect to pay. On that basis, and assuming. 


: in times of recession and contracting mar- | cerned. “ 






kets than in a.boom period. less mone’ though there i§ a 
© Rival plans for petrochemical invest- i ; this may prove 
ments in Malaysia, Indonesia and Thai- i 
land are.a good example. There is a case, 
too, for convincing Asean countries with | 
natural gas reserves that while it might 
make economic sense for them to do the 
"cracking" of the gas themselves it makes 
much less sense to compete with duplicat- 
ing downstream industries. It might, feels 
Lim, be better for one country to concen- 
trate on, say, polystyrene production, 


uncertainty over 
atural-gas invest- 
the AFCis very 
















dod centre." 
wharf of d 


mote the idea of an As 
The idea is for some sor 













wever, will have 
П а now for its 


ccou it of the differ- 
the MTRC is paying 
iuch as the Bank of 








Others in the market believed the sale 
price indicated a fürther sharp fall in land 
values. They believed that if it were a true 
reflection of Current values, several large 
property companies could bé headed for | open-aircarp 
receivership, followed at only a few paces | veloped area held 
by some financial institutions. Central. The Bank o 

Feeding the confusion was Financial | spend about HK: iomon construc- 
Secretary John Bremridge. Immediately | tion of an office b “a gross floor 
after the announcement — made on a | area of 100.000 н is unlikely to 
Sunday — he was quoted as saying: “The | need all t ot 
Bank of China is a special case . . . if you | able to rent profita 
can't think why, you are not thinking | tor, undercut ! 
prolonging the nt property-market 
glut, which now could last until late in the 
market value. of the site." If this were so, | decade. The bank will retain its existing 7 
the market clearly had good reasons for its headquarters building which is on a 
collapse. But. Bremridge, oozing con- | nearby site. 
tempt for the judgment of the mar- This is not the first time that China: 
ketplace — which is supposed to be sac- owned companies have paid “friendship” 
rosanct in Hongkong — said that if traders | prices for land sold by private treaty bythe 














































` thought the deal a bad sign "they do not | Hongkong Government rather (ћапг Ьу: — 





live with us in the same world." thé more usual competitive auction orten- 
: der procedures. Two years ago, China Re 
n the world of bureaucratic contradic- | sources acquired a 6,600 sq. m. site in — 
tions, the “full market value” ofthesite— | Wanchai at below market rates. | 
НК$140,000:а sq. m. — is only 40% of the But coming at such a sensitive time for 
pricé per sq. m. paid in February by Hong- | Hongkong’s.. future „relationship ` with 
kong Land for a site of equivalent prime |. China; the latest dea med parti ` 
position — the 13,400 sq. m. Exchange | cular significance i people to 
Square lót which fetched HK$4.7 billion. | stop and ask why, i ha 
The terms of the Bank of China deal are. | term future — be 
even more favourable to the purchaser. | its own people — it n principle of 
Downpayment will be only HK$60 mil- | prosperity, a competitive market econ- 
lion, the rest being payable over 13 years | omy, has to be jeopardised to provide. 








ment sells land for cash on the nail, though The 1997 worry which followed the deal: . 
with Exchange Square 60% was payable | (Shroff, page 111) was only one of several 
almost immediately and the rest two-and- | reasons for the stockmarket: collapse. 
a-half years later). Twelve years’ fixed- | Nonetheless, there is no escaping the fact 
rate money is so rare in Hongkong that itis | that investors are now asking for more > 
impossible to put a precise market value | than just gestures of British goodwill to- 
on the cost of such funds. But 6% is proba-- | wards China and Chinese confidence 
bly no móre than half what a bank could 
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s case. Some 
; раф Bei Rich nu 
sure GM to lower prices; others reckon he 
simply wanted more time to study the pro- 
ject before making a policy decision. 
Trouble started shortly - afterwards 
when BoC, aware that a year of protection 
was inadequate, asked the government for 
a guarantee of support for the company. 
MOEA responded that the project was un- 
economic and pressed Hua Tung to lower 
truck prices. BoC, which had agreed to 
lend tens of millions of NT dollars for con- 
struction of the plant, held back its loans. 
Hua Tung had become, it seemed, a gov- 
ernment-sponsored project without gov- 
ernment backing. 





ES knew Hua Tung's trucks would 
be more expensive than Japanese 
imports, but probably no one guessed they 
would be so much more expensive. The 
government seems to have made no cost 
forecasts. GM, according to the Hua Tung 
official, estimated in 1979 that the vehicles 
would be 30% more expensive. The trucks 
turned out to be anything up to 90% more 
expensive (65% on average) than their Ja- 

anese equivalent, after the 45% duty on 
imports. GM's sums probably did not ac- 
count for steep depreciation of the Japan- 
ese yen against the American and Taiwan 
currencies and inflation rates in the US 
and Taiwan higher than in Japan. 

Some analysts charge that GM took ad- 


By Anthony Rowley 

Singapore: Conceived in a period of 
economic expansion but born into a reces- 
sion, the Asean Finance Corp. (AFC) has 
had to rethink its role in life — at least for 
the early years. That role is likely to focus 
in the foreseeable future on helping the 
five Asean countries to live with contract- 
ing markets and getting them to coordi- 
nate their investment plans accordingly. 

The AFC, brainchild of its current 
chairman, Indonesian banker Omar Ab- 
dalla, was devised to nurture the growth of 
native entrepreneurship within Asean, 
especially in its less-developed members. 
The idea was to form a kind of super mer- 
chant bank which would promote new and 
existing businesses to exploit Asean's 
abundant natural resources. 

But by the time the corporation was in- 
augurated (in Singapore in May 1981) in- 
ternational recession had begun to tighten 
its grip on Asean and the prices of most of 
the region's principal commodities had 
begun to slump. They have continued to 
do so, squeezing cash flows and profits to 


vantage of Taiwan's promise to protect | 


the market. According to one informed 
source, GM charged Hua Tung more for 
parts than it did other foreign customers 
(the local-content rate of the first batches 
of trucks was well under 50%). Although 
production costs would come down 
sharply, Hua Tung's long-term cash flow 
showed that unit-sale prices (discounting 
inflation) would stay the same. This is 
partly explained by the fact that Hua Tung 
expected to lose money at the outset, to 
turn the corner in 1984 and to earn a good 
(though unstated) margin from 1987. 

If the government closed the door to im- 
ports, it would mean asking the transport 
industry to pay about 65% more for heavy 
trucks and buses. (The Japanese had more 
than 90% of the market before the ban). 
According to one press account, if 8,000 
vehicles were sold, it would mean custom- 
ers would pay out an extra US$150-200 
million. Rising transport costs would raise 
the costs of manufacturers and producers 
and create a ripple effect in the economy. 

Given thevirreconcilable differences, 
the parting of ways with GM could have 
been worse. GM was right in that Taiwan 
had not lived up to its promises to protect 
the venture and to provide financing, but 
the project had become economically un- 
acceptable for Taiwan. GM's announce- 
ment, in the form of a telegram to Chao on 
July 28, took Taiwan by surprise. The tone 
was remarkably conciliatory, given the 
wrangling between the two sides, as the 


message expressed understanding of the 


difficulties facing the government. It was a 
relatively painless way to end a flawed 
marriage. 
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the point where — as Lim Ho Hup, AFC's 
president and chief executive told the 
REVIEW — the corporation could even 
find itself involved in corporate rescue 
operations. 

However, Lim is hoping that the AFC's 
role in its early days will centre more on | 
coordination of potentially overlapping 
investments among the member countries 
rather than on bailing out recession- 
bound companies. Rationalisation of na- 
tional. investments in petrochemicals is — 
one area of prospective operation for the 
AFC, as Lim sees it; and it may be pre- _ 
pared to finance major new investments 
itself, such as an “Asean coal centre.” — 

The corporation has considerable finan- 
cial muscle to help it push economic deve- - 
lopment in the direction it wishes. Its paid- - 
up capital is S$100 million (US$46.7 mil- _ 
lion) and its shareholders comprise no - 
fewer than 139 of Asean's leading banks, 
both private and state-owned. These in- 
clude 55 from Indonesia, 19 from 
Malaysia, 25 from the Philippines, 23 


A New 32-Story Condominium in New York 


e Hill Tower 


40 East 94th Street 
At Madison Avenue 
A Purchase Opportunity 


In Prime Manhattan Real Estate 


Douglas Elliman-Gibbons & Ives, Inc. 


Dramatic Views of Central Park 


And The East River 


Doorman and Concierge 
Attended Garage 


Price Under 


Average 
$3,100 Per Square Meter 


Diner uo, Low 


Carrying Charges 
Occupancy — January 1983 


Selling and Managing Agent ® Sales Office on premises 
By appointment — daily & weekends ® Brokers recognized 


(212) 410-2200 Telex 237867 

A development of 

The Charles H. Shaw Company and 
The DeMatteis Organizations, 
Developers of Museum Tower 


The complete offering terms are in an offering plan available from sponsor No. CD-82-063 
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ша Tung Automotive ends one sad chap- 
ler in the short history of the heavy truck 
diesel-engine joint venture. But it 
closes the book on the ill-starred 
project whose fate now rests in the hands 
of the government. A quick decision is 
“needed on whether to save the project or 
Ч to bury it and underwrite the losses. Hua 
- Tung has informed the government it 

ome an injection of NT$180 million 
| (US$4.6 million) by August 25 or it will 
have to declare bankruptcy. 

The government has already decided to 
meet GM's deadline of August 11 for 
reimbursing the American motor giant for 
` its 45% stake in Hua Tung. Taiwan's 
= state-owned Bank of Communications 
_ (BoC) will pay GM US$13.7 million, 

based on GM's original paid-up capital of 
- USS$11.2 million in May 1981 plus interest 
calculated at 1.5 percentage points above 
the New York prime rate. The terms of 
the compensation were laid out in the 
— agreement between GM and the Ministry 
. of Economic Affairs (MOEA) drawn up in 
_ 1980. The next decision — whether to 
| des the project going — is much more 

- difficult. 


۶ 


‘There appear to be three possibilities: 
two of them are unattractive and the third 
- jsunlikely. Terminating the project would 
- be the most painful choice in the short 


assets were valued at NT$2.4 billion, with 
NTS1.7 billion of debt, NT$900 million of 
- equity and NT$200 million of accumu- 
- Jated losses on the books. Foreign banks 
are said to have advanced US$20-30 mil- 
lion in unguaranteed loans to Hua Tung. 
` Ifthe firm goes under, the government is 
"expected to repay the foreign bank loans 
to maintain the island's sound financial 
reputation, to absorb losses from local 
banks and to foot the bills of the other 
shareholders (which include state-run 
Taiwan Machinery Manufacturing Corp., 
— BoC and Kuomintang-run Central Invest- 
ment Holding Co.). Bringing down the 
~ curtain would also deal a blow to the 29 
Е truck and diesel-engine part manufactur- 
^ ers on the island which have invested in 


` production facilities to supply Hua Tung.. 


Among these is Rockwell International, 
an American axle-maker, which report- 
edly signed a two-year lease for a factory 
in the same week that GM announced it 
. was pulling out. 
The second possibility is for the govern- 
| - ment or a local private firm to take over 
GM's stake in the company. Given 
Economic Minister Chao Yao-tung's dis- 
taste for state-run enterprises and lack of 
interest from the private sector, this does 


112 


` term. As of the end of June, Hua Tung's- 


Мо growth engine 


` General Motors pulls out of a Taiwan truck venture, 
| dashing hopes for the potentially important plant 


not seem likely. Even more important, 
this route would defeat one major purpose 
of the venture — to acquire management 
skills and truck-manufacturing technology 
from abroad. 

The third and most attractive choice 
would be to bring in a Japanese investor. 
This would require some tough bargain- 
ing: Japanese firms were passed over ori- 
ginally because of doubts about transfer- 
ring technology. It would also require new 
assurances from the government about 
protection of the local truck market. 
Under the guidance of a Japanese in- 
vestor, Hua Tung would produce lower- 
priced trucks than did GM, but it would 
still need protection for years against im- 
ports — including those of other Japanese 
truck manufacturers. Finally, given Hua 
Tung’s military — as well as commercial 
— mission, the Japanese Government, al- 
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olùme and prices 
not higher than the import cost (including 
tariffs) of similar GM products — then the 
government would ban imports until 
domestic production could "compete 
reasonably against imports." This promise 
could be interpreted to mean that if the 
products were never able to compete 
against imports — whether or not by de- 
sign — then Hua Tung would always enjoy 
protection. 

To attract a foreign investor, Taiwan 
had to offer some sort of protection, and 
this was the Achilles heel of the project. 
Even with a 45% tarriff on built-up trucks, 
probably no truck plant could compete 
with imports because of the small size of 
the domestic market. In 1979, 10,000 
heavy trucks were sold in Taiwan, but in 
most years sales have been barely half that 
amount. Hua Tung’s production target is 
9,400 trucks and 10,700 diesel engines by 
the end of the decade. It has been as- 
sembling vehicles in a makeshift factory 
outside Taipei while it waits for comple- 
tion of its plant in Chungli in early 1983. 

It is probably fair to say that from the 
time the project was first mooted in 1977 
to the present, Taiwan has been willing to 
pay almost any price to have the truck 
plant. As a growing industrial power it 





Chang: flawed terms; Chao: distaste for state-run enterprises. 


ways sensitive about relations with China, 
might block the path to Taiwan. 

Rarely has an economic issue aroused 
as much public indignation in Taiwan as 
the Hua Tung case. The press and legis- 
lators have called for a full investigation of 
the government's rolé in the project, 
which is widely regarded as ill-conceived. 
Observers variously blame MoEA, the 
Economic Planning Council and the De- 
fence Ministry for the investment deci- 
sion. The government fears that the case 
will damage the island's image and inves- 
tors' confidence. 


he heart of the problem was the agree- 
ment reached between GM and MoEA 
in mid-1980 under former economics 
minister Chang Kwang Shih. Most obser- 
vers are agreed that the terms were flawed 
and left GM wide latitude in interpreting 
the contract. 
The agreement stated that if Hua 
Tung's trucks, buses and diesel engines 


wanted the ability to make heavy trucks, 
buses and diesel engines. The military 
wanted diesel-engine technology . for 
trucks and the Defence Ministry was in- 
volved in the project from the start. 

Regardless of whether the objective 
was primarily commercial or military, the 
focus seems to have shifted dramatically. 
Some attribute this switch to the 
emergence of Chao as economics minis- 
ter. He is a strong advocate of free trade 
and of competitive industries. 

In February, the same month Hua Tung 
began marketing its trucks, Chao put à 
one-year ban on imports of Japanese 
trucks and diesel engines. Few people dis- 
pute the contention that one year was not 
long enough. The ban would expire even 
before the factory was completed and 
would give Hua Tung no hope of develop- 
ing the market. According to a Hua Tung 
official, GM assumed truck and engine 
imports would be suspended for at least 10 
years — from European as well as Japan- 
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Hongkong's 
e THE collapse of the Hongkong 
stockmarket — with the Hang Seng 
Index down 95 points on August 9 and 10 
for a 180-point fall over the past two 
weeks — has not been primarily politi- 
cal. But it has shown how political fac- 
tors exaggerate underlying trends, Just 
as two years ago any vague noises out of 
China that investors could put their 
hearts at ease added fuel to a raging 
property-based bull market, now any 
noises about possible changes in Hong- 
kong's status are grist to the bears. 

e psychology is simple enough: 
while money can be made faster in 
Hongkong than almost anywhere else, 
investors can afford to discount the poli- 
tical risk. But once profits fade, confi- 
dence soon follows. 1997 is one problem; 
world recession, high interest rates and a 
weak Wall Street are others. 

Added to the woes is the popular per- 
_ception of a Hongkong dollar weakened 
by capital flight — though the reality is 
that the currency has been weak only 
against the over-priced US dollar. Its 
average against other currencies has 
been firm enough — surprisingly so, 
perhaps, given the low inter-bank rates 
caused by official unwillingness or ina- 
bility to mop up liquidity. 

The real problem is profits — and 
debts. These are beginning to unfold and 
dismal results and. gloomier forecasts 
will gather pace as interim results come 
to hand. Sun Hung Kai Bank marked its 
first semester as a licensed bank with a 
45% slump in profits to a mere HK$16.4 
million (US$2.7 million) (Company re- 
sults, page 117). Transfers to inner rc- 
serves now that it is a bank were one 
reason for the decline. But a more im- 
portant one was loss of interest earnings 
on HK$300 million paid to acquire Ad- 
vance Building, its new headquarters. 
The bank seems to have paid an inordi- 
nately high price for a second-rate build- 
ing and now has some 70% of net assets 
(HK$412 million at end-1981) tied up in 
it. 

Meanwhile, over at Sun Hung Kai 
Securities; ‘first-half profits were also 
sharply down = by 38% to HK$68.5 mil- 
lion. Loweér'stockmarket turnover was 
cited as the main reason, but another 
reason was the weak property market. 
Last year, Sun Hung Kai Securities' 
quoted subsidiary, Sun King Fung Deve- 
lopment, made a "handsome profit” 
from selling Advance Building to its sis- 
ter, Sun Hung Kai Bank, which is now 
suffering from the cost burden. 

Meanwhile, Securities will not have 
such easy access to quick profits. Ad- 
vance Building had eot acquired in 
June 1981 from Eda Investments as part 
of a deal whereby Eda bought out Sun 
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King Fung's stake in Overseas Union 
Realty. A mere three months earlier it 
had been injected into Eda (then called 
Chiap Luen) when C. M. Chung took 
over Chiap Luen. Sun King Fung had in- 
tended to sell the building to Malaysian 
interests, but that fell through when the 
Malaysian authorities clamped down. So 
the bank came to the rescue. 

All told, the property merry-go-round 
is moving into reverse, with those who 
bought at the top hurting from interest 
costs and those relying on trading earn- 
ings hurting from lack of sales. One ap- 
parent exception is the Carrian group 
whose trades at prices well above appa- 
rent market levels continue to defy grav- 
ity. Whoever is pumping air into that 
particular balloon must have strong 
lungs. 

е ONE property developer has found 
that political connections may be an in- 
valuable asset in these hard times. Hav- 
ing profitably been helped off the hook 
of Mighty City thanks to being in 
partnership with China Resources 
(REVIEW, Aug. 6), Trafalgar Housing 
sounds as though it has some good Por- 
tuguese connections up its sleeve to help 
it find a way of selling the 8,000-flat 
development on Macau's Taipa island to 
which it is committed. For this trick, a lit- 
tle bit of political uncertainty over Hong- 
kong and Macau may actually be a help. 

The story is that Trafalgar is setting up 
an investment fund in Portugal in which 
purchasers of the Macau flats will be in- 
vited to invest. Those who do will find 
that Macau residence status acquired 
through their flat purchase will count to- 
wards establishing a mainland Portugal 
residence qualification. 

With few current Macau residents 

likely to be in the market for Taipa flats, 
that could mean 40,000 or more resi- 
dence permits, all valid for Europe. Not 
quite "passports for sale," but Shroff 
wonders whether such ingenuities will 
help Portugal obtain ^ European 
Economic Community membership, or 
help solve Portugal's and Macau's textile 
problems in Brussels. 
e AUSTRALIA is not selling pass- 
ports, either. But as it needs to plug a 
US$9 billion current-account deficit, 
wealthy investors are. more than wel- 
come. Australia has been advertising for 
people with “flair and proven enter- 
prise" — for once looking for quality, 
not quantity — for those with capital to 
create jobs rather than swell unemploy- 
ment. 

It is not surprising, then, to find an ac- 
tive market in nervous Hongkong — and 
Southeast Asia — for sales of luxury 
apartments in Sydney, holiday homes on 
the Gold Coast, or country sheep, wheat 


arts fall at | 
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or cattle properties. If they go about it 
the right way, through those who know 
the ropes, foreign buyers can have the 
reasonable expectation that a substantial- 
investment will be evidence of the "flair 
and enterprise" needed to make a “posi- 
tive contribution to developing Austra- 


lia” by qualifying for permanent resi- - 


dence. 

ө AFTER six months of intensive in- 
vestigation, Hongkong's Independent 
Commission Against 
(ICAC) has found no evidence to 


former commissioner for securities Uis- — 


dein McInnes under the catch-all clause- 


of maintaining a standard of living not. 
commensurate with his earnings asa civil _ 
servant. Shroff is relieved. It was clear — 


from the beginning that certain impor- | 


tant people would have been happy on _ 


account of personal prejudices and 


grudges to see McInnes behind bars. The + P 


ICAC itself added to suspicions over 
motives when — contrary to normal 


practice — it announced that McInnes - 


had been arrested. 


McInnes may not have been an ideal 
commissioner for securities, but he was 
smeared out of the job he held for four 
years. Perhaps now we need a commis- 
sion to investigate the ICAC — its Star 
Chamber tactics, its operational compe- 


tence and its persistent failure to catch- 


the really big bribe-takers who are still 
loose in the Hongkong Government. 

eTHE Wall Street Journal tells us that 
the chief loan officer of the busted Penn 
Square Bank used to boost business by 
entertaining clients by drinking beer out 
of his boot, stuffing whole roast quails 
into his pocket and wearing duck decoys 
on his head. Good on you, Bill Patter- 
son. The first banker in history to mime 
the reality of the industry. 
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Head Office: 21-24, Nishiki 3-01 
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People come to Tokai 
because Tokai takes charge. 


() Q 


The word is getting around that Tokai 
Bank is the place to go for expert international 
financial assistance. And it's as much a matter 
of attitude as it is of knowhow. : 

Tokai is the 29th largest bank in the world, 
so they're big enough to know what they're 
talking about. But they're also small enough to 
talk straight. Consequently all kinds of people 
involved in international business are getting 





answers from Tokai — answers that make 
sound financial sense, 

The broad Tokai network spans five 
continents. And at offices around the world 
Tokai is proving that they're not only an 
informed and competent financial management 
service, but a concerned international business 
partner as well. 

Tokai Bank. Taking charge. 


TOKAI BANK 


"According to a listing of the world's 100 largest banks in Institutional investor, July 1981. 
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MISC is making waves around the world ! 


You'll find the MISC fleetcarrying every 
type of cargo to over 40 of the world's 
major ports. The Malaysian Interna- 
tional Shipping Corporation is going 
full speed ahead to serve the shippers 
of the world! 


Today MISC offers conventional 
and container service, and parcel 
tankers between Europe/ USA and the 
Far East. General,and Refrigerated 
container service to the Middle Fast. 
Plus woodchip, bulk, oil and ore 
carriers on Pacific and Atlantic routes. 


To get your cargo all the way to 
your consignee, MISC has container 
feeder ships, unitised and general cargo 
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The MISC "armada" offers a wide range of 


specialised services for international 


shippers around the world. 


coasters between West/East Malaysia 
and other ports in South East Asia. 


A total of 35 modern vessels with 
two new Panamax bulkers coming into 
service in 1982 — and plans for more 





container ships. This growing fleet offers 
dependable delivery, fast documentation 
and personal attention to your needs. 


For more information contact our 
Agents, Europe Office or MISC Head 
Office at Wisma MISC, 2 Jalan Conlay, 
Kuala Lumpur, Malaysia. Tel: 428088 
(20 lines). Tix: NALINE MA 30325, 
MA 30428, MA 31057, MA 31058. Cable: 
"MALAYASHIP KUALA LUMPUR’. 
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ig. Rather diat building acom- 
ith specific construction or petro- 
expertise, de Venecia has put Land- 
her as a corporate fixer — 
ia ing deals and buying equity in 
ventures and consortiums, fre- 
ly farming out the technical project 
rements along the way. If there is any 
ommodity Landoil can produce, it is 
-much technical expertise. as the 
s labour necessary for much of the 
mplementation. Some of Land- 
success must also be attributed 
m’s political connections. While 
necia is considered to be in the outer 
f so-called cronies (business friends 
dent Ferdinand Marcos), martial 
litical figures have played a role. 
aving Marcos' side as a seniot ad- 
1975, Alejandro Melchor, former 
dential executive secretary, became 
"s. chairman, a post he still holds. 
r, who is also Philippine represen- 
ve at the Asian Development Bank, is 
for. Landoil's international image. 
enecia was originally a journalist, 
married the daughter of the former 
“of the old Philippine Congress, 
Perez. The marriage carried with 
ntial political advantage. 
Venecia joined. the Philippine 
rvice in which, at the end of the 
he worked out a system of repat- 
the earnings of Filipino workers at 





























































. That formed the germ of a scheme 
ow earns the Philippine Govern- 


'Orkers (who are required to repat- 
2 70% of their earnings). 
\fterwards, the diplomat shifted to 
$, Winning a congressional seat from 
stituency located. on the Bataan 
ninsula at the mouth of Manila Bay. He 
red, during this period, rights to 
tracts of land on the peninsula. At 
ime, he joined his father, who. 
rganised Basic Petroleum and Min-: 
ith the idea of taking advantage of 
shor petroleum-exploration con- 


ns Wi à 5 
in the early 1970s. 


rtial law, “imposed in September 
972, left.de Venecia without a job 
ress was suspended), so he decided 
.Landoil, taking advantage of new 
c ой consortiums and using his 
ights to service the new Bataan ex- 
yrocessing zone: He is the largest in- 
al shareholder in "Landoil with 
9%. The largest holding by far, 
owever, is by Piedras Petroleum (52%) a 
ino company about which remark- 
j little information is available. 

was a setup which, given the 
nomic controls of the early martial law 
silver-lined. On the oil front, 


doil was able to win fre domestic and: 














ride as consortium partner aided the 
fledgling firm. Capitalising on family rela- 
tions in Basic, de Venecia also expanded 
his holdings by trading Landoil stock for 
varying percentages of Basic's concession 
rights. But in terms of real operations, 
Landoil concentrated on its land holdings 
scattered around the Bataan export pro- 
cessing zone. 

By 1975 the basic structuré of the com- 
pany.remained intact. But Landoil de- 
cided to revalue significant portions of its 
land in view of Bataan’s favoured status. It 
traded some of the revaluéd portion for 
shares of stock in other property firms 
which it in turn sold for substantial profits. 


^Landoil then entered i into agreements to 


develop the same land it had revalued, 
traded and then sold: It was a good way of 
earning working capitalwhile maintaining 
an interest in the land. Landoil sold other 
stock accrued from its land trading to 
some of the foreign partners in the sub- 
sidiaries it had already formed. 





This foreign capital, with new stock sub- 


scriptions and its first US$10 million 
medium-term loan, allowed de Venecia to 
garner sufficient funds to boost Landoil's 
assets 69% to P 324 million in 1975. At this 
point, most of Landoil's subsidiaries were 
in place: Pacific-Asia Builders and De- 
velopers Inc., owned 75% by Landoil and 
25% by Port and Marine Services Ltd 
(PMS), a subsidiary of the Port of Singa- 
pore Authority; the 100%-owned Landoil 
Trading Corp.; the Philippine-Singapore 
Ports Corp., 60% Landoil-owned and 
40% PMS-owned; Freeport Security 
Agency, 92. 5%-Landoil owned; Multi- 
land Insurance Agency, 51% held by 


.Landoil and including foreign partners. 


On paper, 1976 was not such a good 
year. Landoil registered a P2.5 million 
loss and its assets virtually stood still. It 
continued to amass marketable securities 
and for the first time earned rental income 
from housing units around Bataan. But 
two key events gave Landoil the confi- 
dence to begin venturing abroad in 1977. 
The first was the decision to develop the 
Nido oilfield off Palawan island, one of 
Landoil/Basic’s concession areas; the se- 
cond was the agreement to boost Landoil/ 
Basic’s share of.the development in two 
concession blocks to 10.65% and 23.43%. 
And with a presidential decree exempting 


. Landoil from paying the 35% tax, future 


profits were in sight. Landoil also set up a 
new company in Hongkong, Landoil In- 
ternational Hongkong, to act as financial 
intermediary as the company began to 
prepare itself for its international surge. 
(Since 1979, Landoil's treasury unit has 
been based in Hongkong.) 

In 1977, Landoil’s first oil-well develop- 
ment charges were incurred, but were 
fully offset by a portion of the 10-year 
facility obtained for the Nido develop- 
ment. Development of the Bataan pro- 
jects continued, but was overshadowed 
by the signing in April 1977 of a five-year 
renewable contract between: 





expertise, Lan 





hilippine- 
t 1. Sin apore Ports and Saudi Arabi for | 


vated some of its subsidiaries ar 
filiates, bringing them into pooling ar- 
rangements to absorb po is of the рго- 
ject. s 

By 1978 Landoil found itself with a new 
five-year loan carrying one major balloon 
payment (prepaid in 1980) and increases 
in short-term borrowing to cover the move 
tó the Middle East. Contracts came fast, 
particularly. for support housing for the 
Saudi-based dock workers, food and med- 
ical supply contracts, all bas 
service. contracts in. joint. “ventures with 
Landoil subsidiaries or affiliates. 














eaving many of the original land- based 
ck 





imited construction 
кн plans. 





vice contracts in pl. 
Yemen and Niger 

In Libya, Landoil dias three projects 
undér way with an affiliate; GMLC Buil- 
ders and Developers Inc. These are a 
US$135.6 million road project; a US$21 
million planting project for olives, figs, 
bananas and other trees between two re- 
servoirs, and a reservoir project. Five 
other contracts are planned — again, most 
of them involving labour supply. 

The only oil proj set Landoil is involved 
with overseas is the concession won-in 


es as varied as North 








1981 in the United Arab Emirates. In 


Ajman, a consortium (Arab, Canadian 
and Australian) is exploring primarily for 
gas off the coastof the Ajman Emirate. In 
this case, the consortium has assigned ап 
interest to a Bahraini firm, Gulf Consoli- 
dated Comp for Services. (GCSI). 
Landoil, or Ominee, is to рее 
operator of t| cession, But with little 
moved off with Basic 
and local Arab partners and formed a 














Panamanian oil company, Landoil Basic | 


Exploration. SA, of which Landoil owns 
20%. Then they formed a management 
firm to control the operator, Landoil 
Basic Management Ltd, of which Landoil — . 
holds 40%. GCSI is financing the drilling. © 
costs (about US$20.3 million) and oe 
Panamanian Landoil: Basic Exploration © 
gets 5% of any commercial production ` 
plus a US$550,000 annual management 
fee. E 
Although Landoil is not L saying anything 
about its interest in Mobil's Libyan opera- 
tion, the recent Landoil projects in Tripoli 
and its experience in Middle East oil ex .: 
ploration suggest that it has. good grounds б. 
for such an interest. Е 
In the end, though, any deal between i 
the two may amount in effect toa renting 
out of Landoil's name to cover continuing 
Mobil involvement. Otherwise, the 
Philippine-based conglomerate would re- 
quire an rom fair) high sho n of financial 
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; hilippines eyes Mobil's drilling interests in Libya 
Pa when — or ‘whether — а deal will be reached 


pene Landoil 
agreement commits 


ecided to. follow 

of Libya within. 90 
was superseded in 

A formally withdrew 
ender” Libyan assets by 
Mobil spokesman 


the Libyan Government 
n of exploration. and iid 





Germany, according to David. Mizrahi, 
whose newsletter Mideast ‘Report first 
carried the news that Landoil had entered 
the picture. 

Mizrahi believes Landoil is negotiating 
for all of Mobil’s equity in the Libyan op- 
eratión, which prior to the US embargo 
was producing crude oil at the rate of 
100,000 barrels a day (b/d): That level fell 
to 86,000 b/d in November 1981 — around 
the time Exxon sold its holdings to the 
Libyan Government for a cut-rate US$95 
million — and to 25,000 b/d at the end of 
the year. Production now is around 50,000 
b/d, of which Mobil's share is some 16,000 
b/d. 


hy Landoil is attracted to the deal is 

somewhat mysterious. The group, 
with P240 million (US$28.6 million) in re- 
venue, may see an opportunity to expand 
its business in Libya. Landoil currently 
maintains two offices in the north African 
country, in Bengazi and Derna, primarily 
for the supply of Philippine construction 


Philippine firm has unorthodox седеп 
knack of putting together deals that work 


iy Sacerdoti 


At first sight, Landoil appears an. 


contender for taking over Mobil's 
nterestsin Libya. It hasneither the ob- 


jorporate structure, financial mus- . 
drocarbons expertise to take on” 


operation. But given the com- 
markable growth during its short 
ar history and the capacity for busi- 


innovation of Landoil's 44-year-old ^ 
sident, Jose.de Venecia; the company. 


ild well manoeuvre itself into some sort 
mutually acceptable deal with Mobil. 

paper, Landoil's performance dur- 

ne past five years has been nothing 

f phenomenal. Assets grew from a 

6 level of P351 million (US$41.8 mil- 

to P1.16 billion at the end of last 

During the same period revenues 


keted from P9 million to-P240 million. 


t income vaulted from P106,000 to 
8.4 million. And retained earnings 
w from P3.6 million to P32.4 million. 


te cd: without gov- 
local bank guarantees. It 


ofits from the Philip- 





oil exploration concession in the Middle 
East. 

What has fuelled this growth, however, 
has not been oil. It has been cement, 
aggregate andsand, highway paving mate- 
rials and sewer pipes. In human terms, it 
has been about 12,000 Filipino workers 
toiling in Middle Eastern deserts. And in 
financial terms, it has been a debt 


г portfolio which has grown from long- 
term-dominated liabilities of about P96 | 


million in 1977 to a P524 million exposure 
in principal alone last year — 94% of 
which was short-term or revolving credit 
(largely from Middle Eastern banks) at an 
average 18% interest; This mix has been 
needed to fuel the burgeoning number of 
Middle East construction and service con- 
tracts which have, in the short span of five 
years, become the backbone of Landoil's 

operations. With its negotiating prowess, 

the holding company has secured deals 
through some of its 47 subsidiaries, af- 
filiates and associate companies to service 
Saudi ports, ruri Iraqi housing. estates, 
plant banana trees in Libya and construct 
mansions for Saudi 

1981, the Lan 





liabilities totalled 


-ing guarante: 


| standing commitmen 


policy, the Philippine Go 
tains good relations with the L; 
ernment, which at times has provide 
bridge with Muslim dissidents in 
southern Philippines. 

The president and chief operating Of- 


ficer of the Landoil group, Jose йе Меп- 


ecia, arrived in New York on July 27 - 
shortly after Mobil's sudden about-face. 


(Libya insisted that Mobil withdraw its . 


“notice of surrender" as a precondition: t 
talks of any sort — either to sell its asset 
or to renegotiate terms with the Libyan 
National Oil Corp.) | 
De Venecia left New York in early Aue 
gust apparently empty-handed... Mobi 


spokesman John Flint made по comment: 


on his departure. "We are continuing 
negotiations with the Libyan Government 
for the disposition of our assets in that. | 
country. Until the negotiations are cales ae 
cluded, we are not in a positi | 
ment, " he said. Alex de Ven 
resents the Landoil group in New York, 
also declined comment. 

Mobil, meanwhile, remains comm ted 
to divesting its politically-s 
properties. Although its “notice sot surren- 
der" of assets has been withdraw 


three months of 1982, anot 


million was S signed. 


e young n While t the parent 
pany had P80 million invested at the end 
of 1981 in shares of five subsidiaries (more 
than 50% -Landoil-controlled) and 26 af- 
filiates (10-30%-owned), its contingent 
US$141 million — 
uaranteeing direct loans. 
to Landoil subsidiaries with the rest cover- 
- financial institutions for 
performance advance-paymen 
required for the group's Middle 
jects. That. in: itself equals the: ho 
company's P 1.16 billion in total assets for 
1981. For contracts in stable areas of the: 
world, such exposure might not represent 
much of a risk. Виса number of L anders 
interests are in highly volat А 
example, amid the. Iran-Ir. 


9: 
‘struction Consortium Inc. (ССТ) 


filiate of Landoil and Basic Petr 
Minerals Inc. :(another* Landoil | i 
sidiary), is working as project manager for 
a 1,400-unit housing project in Basra S os 
Iraqi town which became Irans al 
urban target after its counter-invasion. 


Delays are thé most important pitfall : 
- Landoil must avoid to maintain these pro 
_ jects’ cash-flow position. These: do noi 


East. Currently, problems c 

oil glut have created limits o 

clients’ ability to pay cas! 
Vhile the conglomera 
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Too much is too bad 


India is stumped for uses of a massive sugar surplus, and 
so far nobody is benefiting from a year of plenty 


By Mohan Ram 

New Delhi: A record 8.4 million-tonne 
sugar harvest for October 1981-Sep- 
tember 1982 has brought India a crisis of 
plenty amid a glut in the world market. 
Devising a policy to reconcile the interests 
of the cane grower and the consumer is 
now the challenge posed to policymakers. 

India's sugar production fluctuates 
widely, depending on weather and the 
price incentives for the grower. From 3.1 
million tonnes in 1971-72 production rose 
to 3.9 million tonnes in 1973-74 and to 4.8 
million tonnes in 1976-77. It peaked at 6.5 
million tonnes in 1977-78 and dropped to 
5.8 million tonnes the following year, 
falling again to 3.8 million tonnes in 1979- 
80. Production then rose sharply again to 
5.1 million tonnes in 1980-81. 

With stocks carried over from last year 
and a record output this year, the availabi- 
lity in 1982-83 is estimated at 9.5 million 
tonnes. During the past two years, India 
has not fully utilised the export quota al- 
lotted to it by the International Sugar Or- 
ganisation owing to domestic shortages, 
but it will be able to utilise the 650,000- 





tonne quota for 1982. Even with consump- 
tion estimated to rise by 10-15% to about 
5.7 million tonnes, there will be a surplus 
of about 3.2 million tonnes. Taking advan- 
tage of this, the government has decided 
to build a buffer stock of 500,000 tonnes; 
but the industry's concern is over the 
surplus that will still remain. 

In a normal year, when there is no glut 
in the world market, India’s sugar exports 
have to be subsidised. The ex-factory 
price of Indian sugar is about Rs 3,500 
(US$385 or £200) a tonne. The price on 
the London market has slumped from 
£190 in October 1981 to £128 at the end of 
July. Short of exporting sugar at a heavy 
loss, the government finds itself in a di- 
lemma. The surplus will bring domestic 
prices crashing down, and resulting uncer- 
tainty could reduce the agricultural area 
under sugar in the coming year, leading to 
future shortages. 

India has a complex system of sugar 
prices. Of the available sugar (net of ex- 
ports and required carryover) 65% is set 
aside for distribution at a no-profit price 
























1 1 of so-cz fair ) 

shops, which are part of an informal ration- — 
ing system. At the same time, the mills are —— 
allowed to sell the remaining 35% on the ~ 
open market. The dual pricing system as- - 
sures the urban consumer a given quota of - 
sugar at a fixed price and the rest of his. 
needs at the market price. The mills, 
which make no profit on the levy 
are expected to make all their profits out 
of the market-price sales. * 

In a surplus year, the free-market price i. 
is bound to be depressed, so the mills are — 
urging the government to help them out of 
the crisis. One demand is that the propor- 
tion of levy sugar should be reduced from m 
65% to 50% so that open-market prices do 
not crash below the price of subsidised _ 
sugar. Another demand is for the govern- | 
ment to build up a 1.5 million-tonne buffer _ 
stock to cream off more of the surplus. — . 

The government's entry into the open — 
market is expected to stabilise the price of — 
free-sale sugar. But the authorities are — 
now committed to buying only 500,000 
tonnes. Even this quantity would cost it 
dear — as much as Rs a tonne in i 
terest costs and storage charges alone, on 
top of the Rs 3,500 it must pay for the 
sugar. The total cost of the operation will 
be Rs 2.15 billion. The industry would still 
be left with a surplus, nursing the stock at 
18% interest plus storage costs. Another 
suggestion is for the excise duty (Rs 800 a 
tonne) to be reduced to stimulate con- 
sumption. fr] 


Social welfare is a subject of serious consid- 
eration in most modern societies. Man in the 
twentieth century accepts his responsibility to 
bequeath to the next generation a society better 
than his own. Daiwa Bank is not unique in ac- 
cepting this responsibility, but Daiwa is unique in 
making acceptance of this role in society an 
integral part of their banking service. 

Daiwa is the only Japanese city bank to 
combine banking and trust business. Daiwa is thus 
a fully integrated banking institution, comprising 
banking, international financing, trust, pension 
trust, and real estate business. This integration is 
part of our effort to fulfil our social responsibility 
consistent with society's needs in a contemporary 
environment. 





a fully integrated banking service 


DAIWA BANK 


Head Office: Osaka, Japan. 

London Branch: Winchester House, 77 London Wall, London EC2N 1BD 
Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 
1, F.R. Gérmany. Singapore Branch: Tower 8001 


On England's — 
Salisbury Plain stand 

these gigantic prehistoric 
remains of Man's early 
attempts to understand his 
universe. 


Way, Singapore 0106. Hong 
House, 19, Des Voeux Pv Мон» d 
Agencies. 
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M dence. To produce uce computers which can be 

. used interchangeably with IBM machines 
requires a high level of technical capabil- 

ity. Makers must proceed with the under- 

A standing that they will receive no assist-: 
r 





ance from IBM, nor can they rely on the 
` technologies of other mainframe makers. 
Moreover, they must be able to anticipate 
IBM's future strategy and be prepared to 
launch a competitive product at about the 
“same time IBM announces а new series — 
Опе, moreover, with price and delivery 
advantages. 
— It was no accident, therefore, that 
Fujitsu was first to take this route in 
i Fujitsu was the only Japanese 
mainframe maker which developed its 
pown technology from the outset, produc- 
its first in-house-designed computer in 
1 . In 1966 solid-state, international- 
| lard large-scale computers developed 
under the direction of Hanzo Omi and 
— Tashio Ikeda were exported for the first 
time. And by 1972 Fujitsu had reached 
- technological parity with IBM. What was 
was a continual flow of informa- 
“tion on ІВМ marketing plans, which is 
readily available from a legion of profes- 
_ sional IBM-watchers providing services 
ranging from recruiting to strategic plan- 
- ning and market analysis. 
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a and Hitachi have consistently 
s been able to manage this information 
- flow, successively introducing products 
EL with an adequate price and quality advan- 
- tage over IBM to ensure steady orders. No 
attempt has been made to leapfrog IBM, 
introducing an entirely new machine, for 
this would defeat the purpose of the IBM- 
plug-compatible strategy. The main tenet 
of the strategy is to let IBM create the de- 
mand through its own development, an- 
- nouncement and promotion, then tap into 
- the effective demand. Thus the plug-com- 
EM strategy renders unnecessary 
eavy investment in dependent software 
development and international distribu- 
tion networks and has enabled Fujitsu and 
Hitachi to invest more heavily in hardware 
. design and development technologies. 
NEC has adopted a totally different 
Strategy, undertaking the development of 
its own software and international mar- 
- keting. This, NEC insists, enables greater 
- flexibility (since it is not necessary to fol- 
| low IBM slavishly) and stability (which is 
| not directly affected by aggressive product 
| and marketing strategies of IBM). It has, 
| however, meant a heavier drain on NEC 
| capital resources, keeping profitability of 
| computer operations below that of 
- Hitachi and Fujitsu. 

The rewards of NEC's strategy are now 
being reaped. Its investments, calculated 
to achieve a synergistic combination of 
computer, communications and inte- 
grated-circuit technologies, have assured 
domestic market leadership in communi- 
cations, semiconductors, office and per- 
sonal computers and intelligent terminals. 
And in mainframes and minicomputers, 
NEC is a strong runner-up with a 15% 
market share in each sector. : 

There is a conviction at NEC that, 
though the plug-compatible strategy as- 
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sures early iod: easy iod) into foreign 
markets, this is at best a short-term expe- 
dient. In the long run, success will depend 
on marketing branded products through 
rational distribution and production or- 
ganisations. And this, in turn, requires in- 
dependent software capability. Manage- 
ment at both Fujitsu and Hitachi generally 
agree with this proposition. The differ- 
ence is mainly a matter of timing. If they 
are to become full computer-system ven- 
dors, lingering software-development 
problems must be solved. 

However, contrary to common wisdom 
on the subject, the Japanese industry suf- 
fers from no inherent handicap in software 
development. Indeed, over the past 20 
years, Japanese computer firms have de- 
veloped some highly sophisticated appli- 
cations software. The Japanese computer 
industry has met its software requirements 
quite differently from other industries. 
Most software development is under the 
aegis of the mainframe makers: Hitachi, 





for example, has 15 subsidiaries producing 
software and its software factory has been 
Operating since the late 1960s. Fujitsu has 
10 software subsidiaries, six of them set up 


in 1979-81. The mainframe makers also 
employ large numbers of software subcon- 
tractors — about 1,000 — to meet their 
growing needs. 

By 1987, US investment banker Mor- 
gan Stanley's Ulric Weil believes, the Ja- 
panese computer industry will have closed 
any remaining gap in software capability. 
Once that gap is closed, Japanese com- 
puter makers will compete in world mar- 
kets on a systems basis and worldwide 
software prices will come down. 

Already, a growing number of indepen- 
dent software houses are offering applica- 
tions software packages, responding to 
booming demand for personal computers. 
By 1985 an estimated 10-15,000 applica- 
tions software packages will be available 
for Japanese personal-computer owners; 
and by the end of the decade Japanese 


booming export busina WE а 
буе years, Japanese software тау well be 
functionally superior and significantly 
cheaper than that of the competition. 


eanwhile, major changes їп electronic 

data-processing markets and technolo- 
gies tend to favour the existing advantages 
of the Japanese computer industry. The 
continuing trend towards distributed data 
processing — effectively, breaking down 
large mainframe units into smaller, linked 
units — broadens the market for office 
computers, professional personal com- 
puters, terminals and telecommunications 
systems. Superior manufacturing techno- 
logy and the integration of computer and 
communications technologies give Japan- 
ese industry a decided cost and system-de- 
sign advantage. Miniaturisation of com- 
puters and terminals is rapidly transform- 
ing them into consumer commodities, and 
broadening market demand permits the 
volume production at which Japanese in- 
dustry excels. 

These trends are resulting in lower sell- 
ing prices which, combined with the in- 
creasing cost of the selling process, mili- 
tate against providing direct sales and sup- 
port services to a host of small data-pro- 
cessing users. 

Computer makers are thus turning to 
new channels of distribution — including 
captive retail outlets and mass merchan- 
disers in the US such as Sears, Roebuck, J. 
C. Penney and K-Mart — which have in 
the past been the vital links with the mar- 
ket which Japanese manufacturers man- 
age with particular skill. So long as direct 
sales and support activity is needed to 
market computers, Japanese makers are 
at a disadvantage. So the switch in distri- 
bution to independent dealer networks or 
mass merchandisers not only eliminates a 
major disadvantage but replaces it with 
the advantages Japanese manufacturers 
enjoy in the management of disciplined 
dealer networks and mass-merchandiser 
supply. 

The combined effect of these radical 
changes in the electronic data-processing 
industry is to reduce sharply the relative 
importance of mainframes. While in 1975 
mainframes accounted for as much as 65% 
of the market — with the remaining 35% 
spread over a range of terminals and new 
products such as word processors — by 
1985 the market pattern will be reversed. 
Again, the shift will be especially auspi- 
cious for those things Japanese industry 
does best. 

Finally, changing geographical patterns 
of demand also tend to favour Japanese 
manufacturers. While in the past the US 
market was by far the largest for data-pro- 
cessing products, giving IBM and other 
American mainframe makers an edge, the 
greatest potential growth in the future will 
be in Europe, East Asia and newly-indus- 
trialised countries in other regions where 
the business environment is receptive to 
the demonstrated Japanese willingness to 
adapt to local preferences for joint ven- 
tures and other forms of industrial coope- 
ration. 
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The National Bank of Australasia. 


We've been in the business of 
International Banking for over 

120 years. We have a network of 
offices staffed with fully trained 
professionals who can offer expert 
service and advice. 

Our newest representative 
office has opened in Beijing, where 
Kerry Jelbart and his staff are fully 
equipped to answer all demands. 

We know Australian markets. 


* A. D 1 i 2 s 
ee SS 


"E МЇ КР таа P k 
— È ia oap p 0 See. ГЕЗ ТЕРЕТ: 








Te | | ol g 





d‏ ج 
Representative, Sy‏ _ 
Шш c/- Jianguo Hotel, М‏ 
Jianguo Меп WáiDa Jie, —‏ 
Beijing.‏ 
Telex 22439‏ 


Hong Kong 

Peter Beeston, 

| Representative, 

4301 Connaught Centre, — — 
— Connaught Road Central, 
Hong Kong. - OM 
Telex 75315 iW 





Singapore 1 
Geoff Stephenson, EU 
Manager and Regional _ ~ 
Representative, Rv 
2404-5 Ocean Building, _ br 
Collyer Quay, Singapore. 01 04 
Telex 21583 

Dealers’ Telex 25630 


Jakarta ФАШ 
ı John Cannington, b. 
Representative, a 
Borobudur Offices, Jalan 2 
Lapangan Banteng Selatan, 


Jakarta. 
Telex 46139 
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bes Williams, . 
Senior d NI. 
Yurakucho Denki Building- м 
Suite 806, 8th Floor, 

7-1 Yurakucho, 1 Cheesy E: 
Chiyoda-Ku, Tokyo, 100., 
Telex J 22714 


We know Australian opportunities. — 

Were well placed within Asia to m. 
supply full banking services through- — 
out Australia and the world. Come — 
and talk to us at any of our offices: E” 


The National Bank 


of Australasia Limited 


Head Office & International Banking Division: E 
500 Bourke Street (PO Box 84A) Melbourne, Victoria, Australia, 3001. 
Telex: 30241 Dealers’ Telex: 33855 
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essing prod 1 
unprecedented subcontracting (after care- 
ful “buy-or-make” analysis) of production 
of copiers and personal computers to Ja- 
panese makers. 


wed the aggres- 
ng of the 4300 family, coinciding 
rice cuts on peripheral equipment 
the relatively new large-scale 303X 
BM began to change its pricing, 
announcement. and «marketing 
egies. To. improve its cash flow, leas- 
d maintenance prices as well as 
product licence fees have 
substantially increased, while pur- 
‘ices on many products'have been 
result, in 1980 outright sales of 
ames rose to record highs. 
ly, the: effect of this new. puy- 
піса market has. been to. re- 
e barrier to entry posed by IBM's 
asing policy. As the plug-compat- 
dors took an increasing market 
IBM's account control (its ability to 
customer loyalty) began to erode, 
opening the door.to. страсе 

























M ounting competition between the Ja- 
panese-supplied plug-compatible 
machines and IBM has had as its principal 
victims the non-IBM-compatible main- 
frame makers in the US. From 1977 to 
1980, the total domestic marketshare of 
the bunch dropped from 28% to 23%, 
while Japanese plug-compatible machines 
increased their share to 19%. Pressured 
by. IBM's new, large-scale central proces- 
sors and the plug-compatible machines’ 
more competitive response, the position 
of these smaller mainframe makers was 
further eroded by the aggressive personal- 
computer, word-processing апі other 
“niche” companies which have been able 






















the high electron mobility. transistor 
pioneered and developed at Fujitsu and 
the Josephson and galium arsenide de- 
vices perfected by NEC — provide the. 
necessary building blocks for the much- 
outed fifth-generation computer to be- 
developed cooperatively over the re- 
mainder ofthe 1980s. — 

» Accent on production . 

.Advances in electronics technology 
are being turned systematically to the 
ámprovement of both factory and office 
Output. Just as manufacturing technol- 
ogy has served to gain for the Japanese 
computer industry its main advantages 
the world marketplace in the past, 

; automated equipment, robots, 
computer-instructed manufacturing, 
| computer-aided design and manufactur- | 
ing and flexible manufacturing systems . 
ill serve as the sinews of competitive 
power for successive generations of com- 

puters. 

> Internationalisation 

Because of their technological and 
production prowess, Japanese main- 
frame makers are in a position to build 
international linkage with American and 
European firms into an.effective global 
response to IBM. The recent technical 
tie-up between Sperry Univac and Mit- 
subishi Electric is:a case in point. As it 
becomes more widely recognised that in- 
ternational cooperation of this kind is 
the. only remedy for fallout from 
economic warfare, attempts at legislated 
partitioning of the world's industry will 
be abandoned as more harmful than be- 
neficial. 

By the turn of the decade, the leading 
Japanese makers can be expected to 
manufacture Japanese systems based on 
their own architectural concepts; utilis- 
ing state-of-the-art technology and of- 
fering proprietary non-IBM-compatible 
software support...» — GENE GREGORY: 













































s of Japan’ s computer. makers, 
ing manufacturers of communi- 
s equipment. And all of ћет; | 
the exception of Oki Electric, have 
base in consumer-electronics produc- 
he effect of this is to make possi- 
higher sustained investments in re- 
ch. апа development, plant and 
ment and marketing. 
tem and synergy 
e the late 1950s, these diversified. 
vertically-integrated: firm$ have 
systematically developing informa- 
technologies to. obtain the: maxi- 
1 synergy from: the related 
nologies in which they are especially 
fent... 
vanced semiconductor 


















































he prowess of Japanese computer 
mnufacturers is founded mainly on 
reat strength in advanced micro- 
onics. Not by.accideht; the leaders 
emiconductor technology and pro- 
n in Japan are also the leading 
mputer: manufacturers. Advances in 
-ram chip production give to Japan- 
omputer-systems production a ver- 

























heir rapid response to IBM's latest 
i strengthen its position in’ large- 
cale computers. The:vast.storehouse of 
VLSI, or very large-scale integrated cir- 
chnology, developed since 1976 
ins Japanese mainframe makers to 
the lead in the future development 
'urth-generation computers, if they 
se to do so. Anda growing string of 
novations in ONO suet as 















these companies off from an increasing. 
share of new business. In the end, itisbe- 














coming increasingly apparent, the bunct 
companies’ future will depend on their 
willingness to pool resources among them- 
selves or join with Japanese manufactur- 
ers which require ready distribution chan- 
nels for their products. 

Combined, the push of better prices and 
quality, along with the pull of changing - 
market forces, boosted Japanese exports 
of computers and related equipment from 
1976-80 at án average annual rate of 
41.596. 

Exports as a share of total: production 
rose from 6.8% to 10.7% over this period, 
and are expected to continue their upward 
thrust to 30% of output in 1985. Ву 1990, 
industry sources anticipate, Japanese ex- 
ports will account for as much as 30% of 
the total world electronic data-processing 
market. These projections assume a con- 
servative average increase of 20-25% a 
year over the remainder of the decade. 

Apart from the mainframe market, Te i 
panese makers are expanding their efforts 
to develop overseas markets for high-vol-. 
ите hardware where. superior manufac- 
turing technology assures cost advan- 
tages. Japanese-made. hand-held com- 
puters already hold a pre-eminent place in 
world: markets and Japanese firms are be- 
ginning to take significant shares of over- 
seas markets for matrix printers, floppy- 
disk drives, cathode ray tube-based termi- 
nals, as well as copiers, facsimile transmis- 
sion equipment and telephone. private au- 
tomatic branch exchanges. 1n the months 
ahead, exports will be fuelled by the entry 
into new and relatively untouched-mar- 
kets for intelligent robots, personal com- 
puters, supercomputers (high-capacity, 
high-speed machines used mainly for 
scientific applications), word processors, 
laser printers, graphic devices (producing 
a three-dimensional screen image) and 
voice-recognition equipment. At the same 
time, Japanese.computer makers are ex- 
pected.to make substantial progress in the 








development of exportable application 


systems — especially flexible manufactur- 
ing systems; computer-integrated manu-- 
facturing systems, computer-aided design 
and manufacturing (cad/cam), computer- 


generated graphics and electronic bank- 


ing. cH 
Significantly, leading Japanese com- SE 
puter 
strategies similar in some respectstothose 
of the motor industry. In both instances, | 





the main markets targeted have been — 


those of the US and Western Europe. But 
unlike car manufacturers, Japanese com- . 

puter firms began by exporting the high 
end of the product line rather than lower- 


priced models and trading up as market . 


positions improved and costs increased. |. 
Contrary to received wisdom.fr 
"Japscam" affair, 
strategy of Fujitsu and Hitachi 
of technological weakness and depe: 


makers have adopted export 






















e unpulled plug 


industrial espionage affair will cause barely a blip 





‘The Japscam indu 3 
in the inexorable advance of Japan’s computer behemoths 





By Gene Gregory 
Tokyo: Now that the dust is beginning to 
settle on the so-called Japscam affair, in- 
;. volving the alleged poaching of informa- 
tion from computer-industry leader IBM 
by Hitachi Ltd and Mitsubishi Electric; it 
is clear that the whole affair will have little 
effect on the competitive race betweenthe 
United States and Japanese computer in- 
dustries. Neither Fujitsu. nor NEC, front- 
runners of the Japanese industry, were in- 
volved-in Japscam and it is they who are 
pressing IBM hardest. 

Nor. is the position of Hitachi and Mit- 
subishi likely to be substantially weakened 
in the long term. Hitachi; with one of the 
strongest research and. development or- 
ganisations in Japan, is not dependent on 
the kind of information involved in the re- 
cent purchase of IBM operating manuals 
in order to sustain its computer opera- 
tions. Hitachi may have been over-zealous 
in its pursuit of information but as one of- 
ficial at the US Embassy in Tokyo noted, 
all computer makers monitor IBM closely 
and providing: the Кіпа оѓ information 
which makes this possible is big business in 
the US. ) 

Throughout: the: 1970s, as Japanese 
computer manufacturers. steadily gained 
market share at home: and slowly-estab- 
lished beachheads in North American and 
European markets, industry. observers 
continued to discount their: ability: to 
mount a serious threat to United States- 
based IBM, long No. 1.іп ће computer 
business. ionge : 

With its 6096. world-market share and 
massive cash flow that-raised the capital 
costs of challenging it-to.seemingly pro- 
hibitive levels; IBM appeared invincible. 
Annual research and development expen- 
ditures of US$1.5 billion — which ex- 
ceeded the combined outlays of the entire 
Japanese computer industry — assured 
the giant of apparent technological leader- 
ship throughout the decade. However 
great the manufacturing prowess.of Ja- 
panese computer makers, their lower ex- 
penditures on technology. and apparent 
handicap in operating software design 
precluded: their emergence as a major 
force outside Japan. 

IBM responded to Japanese advances 
in the US and European markets in al- 
liance with national vendors of plug-com- 
patible (with IBM) machines in a predicta- 
ble way. In the words: of the computer 
giant's former. chief executive officer, Vin- 
cent Learson, the Japanese threat was éas- 
ily disposed of: ІВМ would "murder 
them.” But that proved.to be more easily 
said than.done. . x ' 3m 

Beginning with the introduction of the 
303X series in 1977, ІВМ launched its 
counter-offensive. In 1979, with the an- 
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nouncement of a new medium-scale 4300 
series, the company that had set the de 
facto standards for the data-processing in- 
dustry since its inception unleashed the 
full. fury of its aggressive pricing power. 
After Fujitsu succeeded in moving ahead 
of IBM 370 architecture and technology in 
the mid-1970s, IBM strategists apparently 
concluded that the only way to prevent the 
imminent ascendancy of the Japanese 
computer was to nip it in the bud by drasti- 
cally lowering .prices of medium-sized 
mainframes — on which the Japanese 
makers’ strength was centred. | 
When high-flying Itel of the US, which 
was marketing Hitachi mainframes. 
worldwide, was forced to withdraw from 
the business in 1979, it was taken as a sign 
that the IBM juggernaut was as invincible 
as ever. Fujitsu, too, felt the full impact of 
the broadsides when customers began to 





performance ratings. IBM got thi 
sage: the Japanese’ industry: wa 
mined and able to match or 
hardware performance o 

ing, to meet every pri 






























@ mmering dow 
to. a modest 58% and 
| price/performance advantag 
non-IBM-compatible i 















Japanese sales of major computer builders (computer divisions; ¥billio 
| 


3.0 
0 
OkiElectricindustry — 3. 
Mitsubishi Electric 0 
15:3: 
Д 71.6 73.6 | 786 | 909. 
Note: (1) Term ended December for IBM Japan; term ended March for others. (2) Products | 












NEC's computer division expanded in 1980. 





lease rather than buy in anticipation of 
cheaper computers from IBM, slowing 
cash flow from its sales through Amdahl. 
Corp. in which it had a 28% interest at the 
time. . ; 


ufacturers had: traditionally: maintai 
over the computer giant. т 

= With very little investment in sale 
service" organisations апа - mi 
software development costs; by suppl 
vendors of plug-compatib 
the North American an 
kets, Fujitsu and Hitachi һа 
powerful force in the international in 
try. Ву mastering production technol 
of both mainframes and their e 
tronic: building blocks, Japan 
have managed in a very shor 
change the structure and’ styl 
global computer business. Not only 
those. firms supplied. by Fujitsu - 
Hitachi on. an: original-equipment -m 
ufacturer basis{ Amdahl and Nati / 
vanced Systems in t 
Olivetti» and: 

strengthened - 

spective market 

in a rash of tec 














ut both Fujitsu and Hitachi, as well as 

NEC, met the IBM moves head on. 
Within woeks of the IBM announcements, 
all three Japanese mainframe makers in- 
troduced new series designed.to outper- | 
form the IBM 4300 and at prices competi- 
tive with those of the industry leader. As a 
result, IBM's strategy boomeranged. Not 
only did the new-product announcements 
and pricing fail to:forestall the Japanese 
thrust into foreign markets, but the price- 
cutting hurt IBM itself. In 1979, for the 
first time in two decades, the firm's net in- 
come declined from that of the. previous 
year (in the second quarter, by 20%), and 
in Japan, for the first time ever, Fujitsu 
outstripped IBM in computer-related re- 
venues, which reached ¥326.8 billion 
(US$1.26 billion: at current exchange 
rates) in 1979. y hs 
Then inflate 1980, IBM fired its ultimate 
weapon, the long-awaited 3081 large-scale 
computer, intended to check Fujitsu and. 
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with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


ing 


A confidential monthly newsletter. 


Exclusive to subscribers. 


TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely 
read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


City 





Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 
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See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors 





Taiwan: Aurora Corporation 8th Floor, No 148, Sung Chiang Rood, 
hone 563-9971 

Hong Kong Minolta Hong m. Ltd. 67-71 Chatham Road Soutt 

Oriental Centre, Kowloon Phone. 3-676051 

paths Minolta Singapore (Pte) Ltd. 5th Floor, Chiot Hong Bldg 

110, Mi e Road, Singop pore 118 Phone 





Malaysia: City Marketing Sendirian Berhod 
ng Jaya, Selangor Phone 576218 
Thailand Technical Supply Co, Ltd. 1808-1812 Kasemrat Road 

Kloengtoey Bangkok 10110 Thailand Phone 391-0215 


Philippines: Floro Enterprises, Inc. 500 Carlos Palanca Street, Quiapo. 


Manila Phone 48-28-91 
Indonesia: РТ. Perdana Nirwana Abadi Co. 678, JI Krekot Raya 
Jakorta Pusat Phone 372609 
India: Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Р! 
New Delhi-110019 Phone. 682475. 682476 
юп Мид pe Ltd. § 3t Floor, Ne 
jar Road, СРО Box 680, Korach e 7 
Bangladesh Brothers International Limited G PO Box 767 


15-120, Montijheel CA, Dacca Phone 23229: 
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Minolta PPCs make perfect 


We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
making perfect halftone copies is a 
lot like making toast: it's easy to make 
them too light or too dark. Most 
conventional copiers cannot copy 
halftones faithfully: their halftone 
copies are usually too white or too 
black 





A comparison of toner on a sleeve roller 
right is conventional iron powder t 
texture. On the left: Minolta Micro-Toning System 


micro-carrier, soft and very fine 


arrier: coarse in 





n texture 


lids. Superb half 





Our PPCs give the user out- 
standing halftone reproduction 
halftone copies that are often cleaner 
and crisper than even the original 
And, naturally, line portions and solid 
portions that are made with great 
clarity and precision, too 

Minolta PPCs combine many 
advanced technologies to give them 
their superior halftone copy quality 
and consistency. One, the Minolta 
Micro-Toning System, accurately 
reproduces the tonal gradations of 
the original while applying a more 
uniform deposit of toner onto the 
copy paper. A "softer" image is thus 
derived, giving superb definition to 
halftone copies 


Our Automatic Image Density 
Control and Automatic Bias Adjust- 
ment systems help insure that each 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs, dials or levers. With no 

oops, too light...oops, too dark 
halftones and a wastebasket over- 
flowing with expensive discards 

Consistently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly. line 
and solid portion copying is a snap 

And that, folks, is why Minolta 
EP-series copiers are known as "the 
toast of the town”! 


EP7IO/EP530R/EP530/EP320/EP 310 
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on for Economic Cooperation and 
opment and the staid Reserve 





budget failed to complete the (аз: 


nature and "in the case of enterprises in- 
uati ching from direct 


volving substantial interests in land, one 
of the few assets whose value is at least 
maintained in real terms. These provi- 
sions provide major avenues for tax avoid- 
ance." 


tt order to deter the purchase and deve- 
lopment of farms for capital gain rather 
than for productive use, as Muldoon put 
it, the period of farm or fish-farm owner- 
ship necessary to avoid recovery of the 
development-expenditure deductions will 
be extended from five to 10 years. 

The second alteration has sweeping im- 
plications for property investment but is 
contained in one succinct paragraph which 

|.states: "Interest deducted in respect of 
any land used in the production of income 
will become assessable for income tax to 
the extent of profits made on the sale of 
that land within 10 years of its acquisi- 
tion.” 

The taxing of-partnerships and groups 











after the street v 
’s financial comm 


















tivities — except 
But the new controls 
nket capital-gains taxes, be- 


cover profits made only when | activity, where each member can make an 


hief prescribes much-needed reforms for Nepal's 
| carrier, but its ems will not be easily solved 


‘sistance under an agreement concluded 
it- | directly between the Nepalese and West 
German governments. The hitch is that 
` the actual. signing has been delayed, 
though the deal was supposed to have 
come into effect from mid-1981. One of 
“| КМАС 727s has-already been flown to 
i, | Wést Germany for overhaul. According 
| to a Lufthansa source, groups of person- 
Ji Sen Its c nel from his company have been in and out 
when the company was man- | of Kathmandu helping with such matters 
France under a 1970-73 co- | astraining and refurbishing of equipment. 
i reement. Later Prasai was | A consultant has also been stationed in 
› secretary of the Ministry of Educa- | Kathmandu since last year. 
nd Culture. Prime Minister Surya The source claimed, however, that de- 
ur Thapa asked him to return (о | lays have been experienced in collecting 


broom was needed for the airline. | been denied by RNAC, which claimed 
i is working on a plan aimed ulti- | that in fact it is owed Rs 6-7 million 
at turning RNAC into a profitable | (US$406-473,000) by Lufthansa under tic- 
. One key feature is a proposal to: | keting arrangements between the two. 
se the airline's fleet of two Boeing | RNAC also told the REvIEW that it was 
215 to three, which should enable the | billed Rs 30 million for the overhaul of its 
€ to add a Kathmandu-Kunming- | 727, Rs 5 million more than the original 
gkong route to its scheduled services. | estimate. In any case, the Nepalese airline 
AC's scheduled international flights | claimed to have paid Rs 25 million of the 
ently cover Bangkok, Colombo and | bill already, and it was prepared to settle 
elhi. Over the longer term, Prasai | its account with Lufthansa: 

ages adding services to Singapore RNAC, setup in 1958 with a handful of 
Ka and possibly to the Gulf. DC3s (a machine designed prior to World 
ingon Lufthansa for as- | War П), has more than a dozen aircraft 



















. of individuals for syndicated investment: 


recently after it became clear that | payments. from the Nepalese: This has. 


business. | ui | 
The method by which financial in 
tions get a tax write-off from financ) 
industrialist in such a deal has attract: 
lot of attention and some major disagre 
ments have resulted between financiers 
and government departments such as In- 
land Revenue and Treasury. It seems the 
latter group has won the day. Muldoon: 
said in the budget: *Financial institutions. 
will no longer be able to treat financial 
leases in the same manner as short-term 
hire contracts for income-tax purposes; 
stead they will be required to follow gen- 
erally-accepted. accounting practice and 
record their leasing transactions. on the 
same basis as if they were loans." More- 
f over, "the lessor will be. exe ; 
claiming depreciation allow. 
sets subject to financial leases. DEUS 
One real surprise was the fact that the ^. 
budget did not scrap the practice of paying ^ 
tax-free dividends: from realised. capital 
profits. This has.acted as a major stimulus. 
to equity investment by indivi 

cent years, but indications 
the government. would. bri 
down on this equity investment “pe 


































































, and a staff of 1,800. Since the departure of 

the French, its image has suffered from 
mismanagement, uncertain operations, 
poor maintenance and excessive govern- 
ment, interference. It has fared poorly 
against the half-dozen airlines serving © 
Kathmandu, particularly Thai Interna 2. 
tional. Thai has more modern aircraft, in- 

cluding the Airbus A300, and a one-way —— 
ticket. on. its thrice. weekly. Bangkok- 
Kathmandu runs costs US$120againstthe ——— 



































US$190 charged by МАС... 

ЕМАС also faced problems on'the New 
Delhi-Kathmandu haul, partly because. of 
a. policy which discriminated | against 
foreigners. Under the policy, also applied ` 
by Air-India, Nepalese and Indian nation: 
als taking the flight. received. а 25% dis- 
count on the US$132 fare, while otherna- 
tionals paid the full fare. But following a. .„ 
meeting in June, both airlines have agreed ^ 
e the lower fare should be available to 
all. 














lion. 

» No longer will RNAC fly.to remote. 
areas and maintain its domestic services 
without keeping maintenance and finan: 
| cial records. К | 



















ployed young people are educated youth 
— at least in Peking — many of whom 
could probably find secure employment in 
state and cooperative enterprises. More 
than half of the self-employed youth in the 
institute survey were senior secondary- 
school graduates, and another 40% were 
junior secondary-school graduates. In- 
comes ranged widely: 40% reported earn- 
ings of less than Rmb 50 (US$25.60) a 
month; 37.1% claimed Rmb 50-100, 18% 
Rmb 100-200 and 5% more than Rmb 200. 

More than 60% of those surveyed 
claimed controls were too tight. They 
complained of difficulties in securing li- 
cences and approval from the various de- 
partments involved. But things are even 
tougher in other areas. Some 3,000 seli- 
employed retailers in Shenyang, Liaon'ng 
province have reportedly quit in recent 
months mainly because of difficulties in 
obtaining goods to sell from the state-run 
supply network. 

The commentator's article in the (July 
24) People’s Daily called the individual 
economy “the vigorous small grass that 
grows in the cracks between stones," con- 
cluding that “if we keep on limiting, re- 
stricting and even attacking individual re- 
tailers, we will inevitably end up repeating 
our past mistakes." It seems that despite 
high-level official encouragement, the pri- 
vate retailers are still stuck between a rock 
and a hard place. r 





introduce sales-tax adjustments early in 
the 1983-84 year. 

He will also face problems at that time 
as a result of the 12-month wage and price 
freeze imposed on June 22. While the 
freeze is generally holding, incomes and 
prices are continuing to rise under allow- 
ances for proved cost increases, contribut- 
ing to an inflation rate likely to be in dou- 
ble figures for the freeze period. Muldoon 
is likely to have to concede a general wage 
adjustment then — but will still face pro- 
blems if he lifts the freeze on schedule. 
Thus, while in October and November the 
public mood is likely to be friendly to- 
wards an apparently generous govern- 
ment — handy if Muldoon is forced into 
(or decides on) a snap election — that 
mood could rapidly sour early next year. 

The same mood change is likely to 
sweep his own party, which has been vo- 
ciferously demanding tax reform since 
1979. Initial reaction from his backbench 
MPs was favourable, but tinged with a 
heavy dose of wait-and-see: Muldoon only 
reluctantly accepted the electoral need for 
reform last year and in his budget insisted 
that the scope for reform was "limited by 
the overriding priority of reducing infla- 
tion." 

A committee of his MPs, headed by the 
junior whip, Michael Cox, urged him to 
introduce value-added tax (VAT) across 
the board. During this year he has skirted 
the issue and it remains an open question 
as to how far he might go next year or in 
subsequent years. ' The list of those 
arguing for a switch in the tax base (in- 
come tax will even this year account for 
74% of total tax) extends from the Labour 
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IN THE PACIFIC AND ASIA 
THE MOST DEMANDING 
BUSINESS TRAVELLERS 
STAY WITH US. 


Business travellers demand two things: Genuine help with 
their business activities and genuine relaxing luxury in the 
moments they have to wind down. 

At Inter-Continental, that's what you get. Services like 
24-hour telex, truly efficient telephone and message facilities, 
secretarial and translation services. Small conference rooms 
and offices for your personal use. 

And, after hours, standards of decor, food, service and sports 
facilities that are your just reward. 





AUCKLAND, InterContinental Auckland 
BALI, Bali Beach InterContinental 
BANGKOK, Siam InterContinental 
BOMBAY, Ta) Mahal InterContinental 
COLOMBO, Ceylon Inter«Continental 
DACCA, InterContinental Dacca 
DAVAO, Davao Insular Inter«Contmental Inn 
HONG KONG, Furama InterContinental 
JAKARTA, Borobudur intereContinental 
MANILA, inter*Continental Manila 
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aducts — various bean- 
‘Hongkong: A new restaurant in were expensive in 
Zhengzhou, the-provincial capital of |- ке € brigade has purch- 
Henan, is operated by peasants from | ased cows and is setting up a small dairy. 
nearby Baizhuang production brigade | The twist is: rigade members are 
under an experimental policy. A | delivering milk directly to consumers' 
People's Daily report on July 15 said the’ | homes in 1d undercutting 
experimental restaurant had “some un- | the prevailing 
a for the self-em- conventional features” — namely that it | US cents) akg. 
t secure licences is open for 14-15 hours a day and pro- | herd to 200 cow: 
ustrial and commercial | | vides service. throughout these hours. | dairy products to includ 
departments. According to The restaurant also does a take-away | cheese. ~ GU tee RI 
uurnal Economic Research, 
ployed are under the simul- 
iction not only of industrial retailers to transport goods for marketing | hood, only 102 (14%) were c Willing to be- 
departments but also of | “isnot in compliance with objective real- | come self-employed operators. 
mittees, urban con- ity," the paper's commentator said; “and Young people feel that self-employ- 
iness: departments | it won't work:”: .| ment is low in social status and security, 
eaux. ^ The starved retail and service sectors | the party journal Red Flag explained last 
offer a way to soak up some of the millions | December. They fear that applying for a 
1 of urban unemployed whose existence Pe- | business licence may damage future 
te bikine, though - king now admits, but the conditions and | chances of-a job at a state-owned unit, 
E axed ‚| status of self-employment will have to be | since many party cadres are still hostile to- 
^| improved. A survey by the Peking Insti- wards private enterprise. Some olde 
tute of Economics in October 1981 found | craftsmen have flatly refused to t ich 
| that all but 20% of Peking's self-employed" | their skills to their children, lest they be 
young people regard their work as merely | branded capitalist-roaders if the current 
temporary expedient. Of 728 un- policies. are changed. 
Sound s young peoplei in one neighbour- | "Surprisingly; а majority. of the self-em- 




















































































By C Colin Јанев апі Klaus Sorensen » 
ellington: Prime Minister and Minister | “our commitment inthis regard remains 
f Finance Robert Muldoon has managed. | : < Although the budget defici r 
) .| to raise the total size of New Zealand's |- to rise only 6% to № 
idu om purchasing € or using | budget for fiscal 1982-83 (which began on | actually scheduled (о fi 
rs, trucks, ships or other major | April 1) by 14% to NZ$12.8 billion | 5.9% of gross domestic prod 
ransport to transport goods for | (US$9.3 billion) while at the same time | vice is becoming an increasingly 
emptions are increasingly granted | announcing income-tax cuts averaging component of government éxpeniditute "n 
ng individuals to use vehicles to | some 14%. This is being achieved (at the | rising from NZ$1.2 billion to NZ$1.42 bil- 
€ chickens, fresh produce and | expense of only a slight increase in the | lion in the latest fiscal year. The other 
ut the regulations discourage ef- | deficit) by increases in tax on liquor, to- | noteworthy component of expenditure is a 
nt use of transport and give petty | bacco and|automotive. fuels;and|a:clamp- | 26% rise to NZ$1.5 billion on develop- 
aucrats one more opportunity to | downon tax avoidance of various kinds. | ment of industry. 
private business. But while domestic reaction was gener- Total . government... revenues аге 
cal bureaucrats find it difficult to dis- | ally favourable, Muldoon appears to have | budgeted to rise by 16%: to NZ$10.9 bil- 
h between speculative profit and | stored for himself problems for the future | lion. of which 68% (7076..last year) will: 
imate profit. Loath to interfere with | over economic management and political | come from direct taxation. Although the . 
iers who laboriously bring their own | goodwill. And he has yet to confront the | direct tax take rises by 13% in money 
uce to the city to sell, they have | calls for broader reform of the country's |.terms to NZ$7.4 billion, indirect taxes are 
ked down on individuals who have | tax system. set to rise by 26% to NZ$2. 9 billion, re- 
to step in as middlemen. The | - Muldoonhas come under pressure from | flecting the latest increases under this 
ople's Daily on July 24 laboriously | some political quarters, too, to reduce ex- | heading. The overall budget deficit is 
ained that professional traders who | penditure on social welfare, health and | likely to be financed mainly from domestic 
€ chickens from farm to marketplace | education (which represents 54% of the | sources such as "inflation bond" issues. 
not only do a better job of moving | latest budget), but the prime minister ap- The latest adjustments will leave some 
kens, but they also allow the chicken- | peared to rebuff these calls when he pre- | shortfall still to be made up next. year 
ouseholds to concentrate on their | sented his budget on August 5. Muldoon | when the tax cuts take effect for a 
of raising more chickens. Merely | observed that expenditure under these | cal term (compared with the 
ng producers to market their | headings was "at the heart of the New i 1 
oduce directly but f rbidding individ al | Zealand welfare s 
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This man knows 
the best deals 
and investments 
you can make 
in Brazil. 


This man is an experienced 
Banco do Brasil manager. And 
because he is, he knows Brazil 
better than anybody else. 
That's why he's the man you 
should consult for the best 
deals and investments Brazil 
has to offer 

Today's Brazil, a giant, 
rapidly-developing market, 

is already one of the ten most 
heavily-industrialized nations 
in the West 

Living in 8.5 million square 
kilometers of national 
territory is a population of 
120 million... over half under 
20 years of age. 

Clearly a nation as dynamic 
as this with a growth rate 

of 8.9 percent a year in the 
last decade, requires a bank 


that can keep pace with its 
extraordinary development 
Such a bank is Banco do Brasil, 
the main financial agent 

of the Brazilian nation. 
Banco do Brasil offers a 
consummate array of banking 
services to better orient 
foreign businessmen in 

their commercial transactions 
and provide financing 

for the importation of 
Brazilian goods 

To this end, Banco do Brasil 
provides 2,000 banking 
agencies within Brazil plus 
an extensive network of 
offices and branches abroad, 
covering the world's key 
financial centers 

We're here to help you with 
information covering any and 
all of Brazil's main exports 
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modem aircraft, quality shoes, 
household appliances, textiles, 
medical-hospital equipment, 
diverse technology ... and 
much more 

Want a good deal on your 
Brazilian investment? Look 
for the man with the Banco 

do Brasil emblem in his lapel. 
He knows what it's all about 
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шей States. Ambassador to 
Mike Mansfield typically took the 
‘ound in his latest assessment of the 
ountries’ relations. Speaking at 
$ National Press Club on August 5, 
€ar-old diplomat said: “Perhaps 
st essential factor in maintaining a 
JS-Japan alliance is the effort we 
both sides to understand edch 
“Of view." | 
armed that without such mutual 
ding and “frank, level-headed 
n between allies," the relation: 
dd suffer serious апа needless 
nfortunately,.he added; there 
ently developed “an atmosphere of 
al. recrimination between our two 


s. 
parently alluding to the industrial es- 
ige case involving two major Japan- 
computer companies and anti-trust 
dumping charges levied Бу the US 
ттеп against other Japanese 
һе ambassador said: “A Pandora's 
old stereotypes has been opened, 
loose some capricious and negative 
nts that are hard to control.” 
nsfield cited trade and defence as the 
) major issues pending between Japan 
the US. Although he expressed ap- 
ation for the Japanese Government's 
so far this year to liberalise access 
рапеѕе market, he said: “I believe 
"additional measures to open up the 
ariese market — particularly in agricul- 












'same version now being marketed by 


"ahead." | 






Japanese companies. The Miti project will 
not have any commercial application until 
the late 19805, if then. 

“How can we provide for greater oppor- 
tunities in the Japanese market by US 
high-technology companies?" asked one 
American officiaL. “How can we ensure 


| they can stay in the market once Japanese 


companies: begin. making similar pro- 
ducts?" One way would be to get the facts 
straight, the seriior Miti official suggested 
in private. “That [charge] is complete 
nonsense," he continued, There is no rela- 
tion between the Miti project and the de- 
mise of Cray's Japanese sales, he said. 
The US officials also indicated they 
would be visiting Japan as often as once à 
month for the rest of the year in an effort 
to continue "the process of working 
closely together" with the Japanese in re- 


solving outstanding issues. “American 
i | missions are always welcome to Japan,” 
| опе Japanese diplomat riposted politely. 


"We are ready to consult on every issue 
and to work as hard as possible in solving 
the problems.” ü 









stields voice of calm — 
hat a fresh atmosphere of recrimination could damage 
the American ambassador calis for 








ture: — will be 





cated to the defence of Japan." In addi- 
tion, he said, Americans “are not suggest- 


"ing that Japan take оп any missions that 


would violate these [constitutional and 
political] constraints and we do nót expect 
Japan to play a regional military role in 
East Asia." He called on Japan to defend 
Japanese territory more effectively 
against conventional attack and to help in 
protecting the sea lanes of the northwest 
Pacific to a distance of up to 1,000 nautical 
miles. Further, he sought improvement of 
joint planning and said he hoped technical 
cooperation in defence-systems develop- 
ment would become “a two-way street.” 
Mansfield has now been American am- 
bassador to Japan longer than any post- 
war ambassador; recently passing the five: 
year tenute of Edwin Reischauer: Earlier 
this year he was criticised by some White 
House aides for seeming to side too much 
with Japan on bilateral issues. But Mans- 
field is known to enjoy the support, re- 
spect and friendship of President Ronald 
Reagan, Secretary ‘of State George 
Schultz and dozens of congressional lead- 
ers from both parties. ` — MIKE THARP 
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By Robert Delfs i 
Hongkong: Policies to expand China's 
fledgling private. retail sector are being 
undercut by local authorities which feel 
that liberalising reforms have already. 
gone far enough, according to a recent re- 
port in the People's Daily. "Using the pre- 
text of stressing the planned economy and 
striking at economic crime, some localities 
have restricted and obstructed legitimate 
retailers: denying. space to set up stalls, . 
stopping: supply of goods or rescinding 
business licenses without cause, leading to 
retailers in many places: "= xona p 
Individually-run retail stores hay е 
а small comeback in the past three years 
after their virtual elimination in successive 
campaigns beginning in the 1950s and cul- 


| asharpdecline in the number of individual: 











| minating in the drive to eliminate the “tail 


of capitalism" during the Cultural Revolu- 
tion. China's cities and towns, for cen- 
turies vibrant commercial centres, were 
stripped of small. restaurants, shops and 
pedlars: The drab, state-run outlets which 
remained were inconvenient, under- 
stocked and too few-in relation to the 
population they served = 5 : 
In the early 1950s, Peking — 
population then: of slightly more than 2 
million — had more than 70,000 ret 
service outlets, of which: more than 
were individually owned family concerns. 
By 1978 there were only 8,000 retail out- 
lets serving a population of about 8 mil- 
lion. Nationwide, the number of workers 
“practising individual economy” fell from 
9 million in 1953 (according to official 
to fewer than 2 million in 1960 to 
only 150,000 in 1978. ка 
The return of Vice-Chairman Deng 
Xiaoping and his reformist allies to power 
marked a tentative .resurgénce Of the 
small-scale’ commercial private’ sector. 
Last year an important joint decision: by 
the State Council апа the party central 
committee on employment problems call- 
ed for further development of the urban 
self-employed sector. Subordinate gov- 
ernment and party organs were told they 
should “resolutely and promptly change: 
policies discriminating against, restrict- 
ing, hitting hard at or swallowing úp col: 
lectivé enterprises and private business- 
es.” New regulations allow private enter- 
prises to hire up to two employees arid to 
take on as many as four apprentices. 
High-level support has led to a doubling 
in the density of retail shops (including 
state, collective and individually-owned) 
in three years. Nationwide, retail outlets 
have expanded from only 16.2 for every 





































spite a major increase in oil prices in 
January, the consumer price index in June 
stood at only 9% above the year-earlier 
level. A year after the 1978 devaluation, 
inflation more than trebled to 30% from 
the pre-devaluation level of under 1095. 

The overall export-boosting effect of 
the 1978 devaluation was small and most 
analysts argue that the effect might be 
even smaller now. For one thing, the 
world economy is in worse shape than it 
was in 1978. For another, in most impor- 
tant export items Indonesia is basically a 
price-taker rather than a price-setter, so 
that the best that can be hoped foris an in- 
crease in the rupiah income of the export- 
er (after having earned the same amount 
in foreign exchange). Even if exporters 
were able to quote lower prices in terms of 
foreign currencies as a result of devalua- 
tion, other constraints might prevent the 
increase of export volumes: for example, 
the government has tightened controls on 
log exports and in the case of coffee and 
rubber Jakarta is bound by various agree- 
ments limiting export quantities. 


мМ the gradual slide of the ru- 
piah against the US dollar is having 
adverse effects on companies. The slide 
represents a somewhat "cleaner" float 
than in the past and the rupiah's decline is 
still smaller than that of other major cur- 
rencies (so that the rupiah has been appre- 
ciating against the Japanese yen and the 
Deutschemark, for example), but even so 
most local as well as foreign companies, 
particularly in manufacturing, are being 
hurt by it. On one hand, the high import 
content of most manufactures means in- 
creased production costs as a result of the 
effective devaluation and on the other 
there is the difficulty of raising prices, 
given the general slowdown in most sec- 
tors. 

In addition, most large local companies 
are highly leveraged, with a large propor- 
tion of their borrowings being foreign-cur- 
rency loans. So there are considerable 
foreign-exchange risks. Efforts to cover 
such risks have increased markedly the de- 
mand for US dollar forward cover against 
the rupiah. But banking sources indicate 
that the supply of such cover is extremely 
limited because of the tight rupiah liquid- 
ity and the limited swap facilities offered 
by Bank Indonesia. Banks have quoted 
swap costs as high as 10% on top of the US 
dollar interest rate the borrower must pay. 
This scarcity and the high cost of forward 
cover result in a high degree of exposure. 
Some companies cannot obtain or afford 
the cover and others feel it is cheaper and 
wiser not to cover. One large local group 
has indicated that at most only around a 
tenth of its foreign-currency liabilities is 
covered. The corporate sector com- 
plained about exchange losses after the 
1978 devaluation and this has resulted in 
increased swap facilities provided to com- 
mercial banks by the central bank. But 
overall, improvements were minor. [Г] 
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| ECONOMIC RELATIONS. 


The gap still yawns | | 
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The latest meeting of United States and Japanese officials 3 
underlines the intractability of the trade row : 


By Mike Tharp 

Tokyo: Japan and the United States have 
reached a critical stage in their economic 
relations, with few immediate solutions 
obvious to their mutual trade problems. 
The visit by an eight-member American 
government delegation to Tokyo from 
August 1-7 highlighted the serious di- 
vergence of views between the two sides. 
Officials of both governments made polite 
noises about common interests and the 
strength of overall ties, but signs 
abounded that the gap in understanding 
remains deep. 

The meetings were held ostensibly to 
provide the Americans with answers to 
more than 100 questions the US posed to 
various Japanese ministries following 
Japan’s last package on May 28 (REVIEW, 
June 4) of measures designed to open the 
Japanese market wider to foreign pro- 
ducts. Japanese bureaucrats have 


Baldrige: echoes of the past. 





laboured assiduously for weeks trying to 
provide answers to such questions as: 
“What are the expanded quotas on hi-test 
molasses and canned pineapple? When 
and for how long will these larger quotas 
be effective?” 

James Murphy, assistant US trade re- 
presentative, said the delegation came “to 
ensure the full and faithful implementa- 
tion [of the May 28 measures], as well as to 
work on those things that were addressed 
only partially or not at all in the package.” 
But at the end of the visit, US officials said 
the measures had resulted in very few 
major new openings of the Japanese mar- 
ket and that very few of the major pro- 
blems have been resolved. 

For their part, some Japanese officials 
called US expectations and demands un- 
realistic. “No country can open its market 
totally at once,” said one Foreign Ministry 


` procedures. 


official, “Trade friction cannot be solved - 
in a day." jd 

One of the few bright spots mentioned — 
by the American side was improvement in - E 
customs procedures by the Japanese Gov- E 
ernment. Foreign exporters have claimed: 
for years that the welter of formal and in- 
formal regulations imposed by Japanese — 
inspectors kept out many competitive im- _ 
ports. The May 28 package called for the _ 
abolition and simplification of many such” 

Apparently this had’ been - 
achieved to the satisfaction of the US dele- з) 
gation. e 

Dissatisfaction characterised American .— 
reaction to most of the other Japanese ef | 
forts to provide foreign exporters with 
more opportunities in Japan. In particu- 
lar, US Government negotiators criticised 
restrictions on tobacco and leather im- — 
ports. Although the Japanese Govern- _ 
ment agreed to increase the number of re- E 
tail outlets that handle imported tobacco 
to 70,000 from 20,000, the Japan Tobacco _ 
and Salt Public Corp., a government 
monopoly, has so far refused to reduce | 
tariffs on imports. ‚ 

In addition, the US side said it would 
reopen its complaint against Japanese 
protection of the domestic leather market. — 
That complaint will be filed with the Gen- - 
eral Agreement on Tariffs and Trade 
(Gatt), a move that a Japanese Foreign - 
Ministry official called "disappointing." 

A senior official of the Ministry of Intere _ 
national Trade and Industry (Miti) ar- 4 
gued, however, that going to a Gatt tribu- - " 
nal. “was not a bad thing. This will deters 
mine to what extent a government should — - 
take responsibility for the safety of its 
people. Discussion in Gatt will be more - 
realistic and less emotional." 

Reminiscent of US Commerce Secre- — 
tary Malcolm Baldrige's declaration ear- 
lier this year that Japan should change its 
culture to allow more imports — a state- _ 
ment denounced as racist and arrogant — 
here — Clyde Prestowitz, deputy assistant | 
commerce secretary, castigated legal car- 
tels, administrative guidance and other - 
long-standing practices. Calling these pro- 
cedures “the heart of trade friction,” Pre- 
stowitz urged a strengthening of anti- 
monopoly enforcement through Japan's 
Fair Trade Commission (FTC) and cen- 
sured some of the activities of Japan's big 
business groups. “To the extent that such 
ties between groups results in preferential 
treatment, it appears this activity is con- | 
trary to the anti-monopoly law," he said. | 
"It seems the FTC has the right and obli- 
gation to try to prevent this kind of activi- 
ty." Р 

Although Foreign Ministry officials said — 
they support toughening the  anti- E 
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Jakarta: Once again, speculation is: rife 
over the prospect of a major devaluation 
the Indonesian rupiah. Repeated gov- 
ament denials of such a move have man- 
d to calm Jakarta's jittery foreign-ex- 
ge markets so far this year but further 
oration in the country's balance of 
ments has revived fears that if the cur- 
adverse trend continues, a substantial 
raluation could become unavoidable. 
The question now seems to be more 
the form and magnitude as well as the 
cise timing of a devaluation. Jakarta 
s been steadily reducing the value of the 
piah against the US dollar for some time 
this has, already had a considerable 
ative impact on local companies. 
here was a rush out of rupiahs and into 
S dollars in the local foreign-exchange 
market last December and in January this 
when it became clear that Bank In- 
esia, the central bank, was slowly but 
"steadily devaluing the rupiah against the 
ы US cumency (REVIEW, Jan. 1). The In- 
y ian unit was relatively stable for 
| some time after it was formally devalued 
_ by a massive 33% (from Rps 415 to Rps 
625 to US$1) in November 1978. But in 
— the first 11 months of 1981 it slid from 
— 626.75 to 634.50 and in December alone 
| lost 9.5 points to 644. The slide has con- 
b. this year though at a slower rate 
_ and on August 9 Bank Indonesia's middle 
_ rate stood at Rps 661.25 to US$1. 
— Around the beginning of this year the 
- amount of US dollars which commercial 
banks buy daily from Bank Indonesia 
against rupiahs shot up, often approach- 
- ing (and occasionally exceeding) US$100 
ion, against more normal levels of 
million a day, sources said. 
Since inter-bank foreign-exchange market 
- dealings are usually negligible and Bank 
| Indonesia is the predominant source of 
US dollars, turnover at the central bank is 
a indicator of local demand for the 
- US currency. The feeling is that the high 
December and January figures resulted in 
. part from capital flight. 
| Rumours of a major capital. flight 
_ around the time of the Muslim festival of 
| Lebaran in mid-July were based on specu- 
- lation that the devaluation would come 
either during the long holiday or possibly 
near Indonesia's Independence Day an- 
| niversary on August 17. The mood of the 
market has been that devaluation would 
‘not solve Indonesia's economic problems 
- (and was therefore not imminent) but that 
- does not necessarily mean the market has 
confidence in the rupiah. Expert opinion 
holds that anyone who has surplus rupiah 
assets which can be converted into other 
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By Susumu Awanohara and Manggi Habir 


currencies or otherwise be hedged, has al- 
ready done so. Meanwhile, despite the 
marked slowdown of the economy, the au- 
thorities have maintained a relatively tight 
monetary policy (presumably to keep in- 
flation low and discourage further capital 
flight), so availability of rupiahs is limited. 
As if to dispel the most recent round of 
devaluation speculation, Coordinating 
Minister for Economics, Finance and In- 
dustry Widjojo Nitisastro stated on Au- 
gust 3 that the government was not consid- 
ering an abrupt devaluation but would 
stick to the managed float system adopted 
since November 1978. But the remainder 
of his message underlined the fact that In- 
donesia's economic fundamentals had de- 
teriorated further in recent.months. 
Widjojo pointed to the fact that In- 
donesia, as a member of Opec, has had to 
reduce oil production from 1.6 million to 
1.3 million barrels a day and that non-oil- 
and -gas exports, which suffered a 35% de- 
cline in 1981, dropped a further 42% in the 
first half of 1982. So far the government 
has been committed to maintaining the 
growth momentum and has drawn down 
on. official foreign-exchange reserves to 
cover development expenditure, Widjojo 
said. As a result of this, reserves fell by at 
least US$1 billion in the four months to 
July — from about US$7 billion to US$5-6 
billion, according to Widjojo. (The latest 
available official reserves statement from 
Bank Indonesia jis for February, and 
shows a figure of US$6.56 billion. The dis- 
crepancy between this and Widjojo's fig- 
ures may indicate that the government is 


repossessing and reactivating some of its, 


"hidden reserves," which were earned 
during the recent oil-boom years and de- 
posited with state commercial banks). 


Ц i is general agreement that if the 
world recession (or depression, a§ it is 
becoming fashionable to call it in Jakarta) 
continues, much longer, Indonesia will 
have to consider some painful adjustment 
measures, including devaluation, to cor- 
rect the country's adverse balance-of-pay- 
ments position. The budget for the year 
ending in March 1983 projected a deterio- 
ration of the current-account deficit from 
US$3.57 billion in 1981-82 to US$4.58 bil- 
lion. Even that was after making assump- 
tions about oil as well as non-oil exports 
which. now look grossly over-optimistic. 
Projections of much bigger current-ac- 
count deficits were earlier criticised as 
being unrealistic and irresponsible. Now 
the mood has changed. 

Some feel that the government should 
continue a managed downward float of 


L rupiah parity cut is no longer seen as a panacea 


devalued option . 


the rupiah until it finds a new equilibrium. 
This would minimise the disruptive effects 
of devaluation, they argue. Others say an 
abrupt devaluation is now needed. Opin- 
ion differs, however, on the magnitude 
and the urgency of a devaluation. Most 
sources agree that whatever the govern- 
ment decides to do will be based largely on 
its assessment of the effects of the 33.6% 
devaluation of 1978 and on its reading of 
world economic trends. 

Whatever price advantage the 1978 de- 
valuation may have given Indonesian pro- 
ducts overseas was quickly dissipated by 
the accelerated inflation which followed, 
despite the government's controls on 
prices and trade coupled with a tight 
money policy. Inflation was exacerbated 
by the fact that the government was too 


Widjojo: negative message. 





pessimistic about Indonesia’s export pros- 
pects, particularly for oil, though this was 
obvious only with the benefit of hindsight. 
Export revenues flooded the market. 
The 1978 devaluation seemed to contri- 
bute to a marked increase in the exports of 
some manufactured goods.(textiles, cloth- 
ing and electrical goods). and to this extent 
achieved its objective. But manufactured 
exports started from a low base and are 
still insignificant compared with overall 
exports. This has led some to argue that 
manufactured exports could have been 
boosted more économically through sec- 
toral assistance rather than devaluation. 
Lessons of the 1978 devaluation are 
thus likely to restrain the government. 
Knowledgeable sources say President 
Suharto is.determined to keep consumer- 
price inflation to a single digit before the 
presidential election of March 1983, De- 
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ed by Jim Richstad 
. Anderson. Columbia 
ress, New York. US$37.05 
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; bureaucratically label- 
A ПО, continues. Pointlessly 

. haa All that had to be said on either 
side has-already been said in the past de- 
cade and more. Arguments have lost their 
and degenerated into empty 

g back,.it. would appear 
pposing sides һауе: соте no 
ugh there has been marginal 
ovement in. understanding of each 
other's position. But the tendency to treat 
the NHO as a holy cow orto look down on - 
itas a dirty word remains. While that posi- 
tion obtains pedlars of words will have a 
field day writing on the "New Order." 
the march of tim exorable. Kipling's 
“East”. has: not stayed: “East.” Today's 
"South" and “North” will also ane in 
time. 

Richstad and Anderson have, in Crisis 
in International News, brought together 
various papers, article: „documents 
espousing different beli mäking di- 
verse claims. The- coll represents a 
broad spectrum of views and as such is a 
useful handbook both to-those who want 
to know what the debate is all about and to 
media watchers and practitioners. The 
choice of articles and authors is excellent 
and all the stars of this seemingly endless 

d Reading and re- 
ces, one Wonders 
if the authors really mean What they say, 
or whether they are only trying to score 
debating points. For instance, can the doc- 
trine of laisser-faire operate without any 
restriction at all in the field: of informa- 
tion? Or, for that matter; should any au- 
tocratic ruler be allowed to muzzle the 
press in the interests of so-called stability 
and economic. progress? Unfortunately. 
the issu cannot. be reduced to such 
simplistic formulations. Between the 
black and: white:are large areas of grey, 
which represent the reality: 

Internation 











































and the rest. eT е is true, at least in . 
some cases; but whatis more important is 

that such aberrations occur in the media of 
both the advanced. and developing coun- 
tries. Similarly, while speaking of so-call- 
ed cultural doriihtien me. would also 
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the United States, Latin America and the 


such slanted. information do so ТИЯ 
agreements which permit them to screen 
and filter the news. . 

Writing on the emerging patterns, Án- 
derson projects an optimistic picture. 
Communication, covering larger areas, is 
becoming more diversified and efficient. 
Control over news services is becoming 
diffused. The transnational newsagencies 
are giving greater coverage to the Third 
World, while Third World countries are 
moving towards better news exchanges at 
sub-regional, regional and even interna- 
tional levels. Indications are of a balanced 
flow of news. 

Mankekar is a knight-errant fighting the 
battles of the Third World. He would.not 
stop with the МПО; he would have a 
World Press Institute too. He sees no con- 
tradiction in "standing up for the freedom 
of the press at home" and joining the 
Third World movement for a free. and 


balanced flow of information and NHO. | 


Taking a brief for Third: World countries 


FICTION 


The Aussie 
Overseas - 


Homesickness by Murray B 
.A$4.95 (US$5). 


"WADDYER wanna do now; luv?" The 
speaker's lolling beer gut anid lurid T-shirt 
have already hinted at his nationality, and 
the nasal Australian drawl confirms it. 

"Well." says the missus, “Wilma.’n me 
thought we'd have another look at those 
shoes..." m 

"Bloody hell luv," interrupts -her 
spouse. "It's 'Appy ‘Our at the ‘Oliday 
Inn.” : 

Mrs Aussie sighs, but she obediently 
follows her husband back down Nathan 
Road, Kowloon, towards their hotel, 
where she will sip tea while he sinks half a 
dozen beers and tries out his new elec- 
tronic flashgun on some happy fellow 
tourists. 

Cheap booze is not, of course, the main 
factor which draws increasing numbers of 
Australians away from their own country 
—- but why not take advantage of it, mate? 
After ally only an Australian. сап pro- 
nounce the word “overseas” with a capital 
"o. 

Murray Bail has obviously spent alot of 
time "observing the Aussie abroad, 
perhaps even travelling with a tour group 
like the one-which trails its luggage and its 
preconceptions through Africa, Britain, 
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Situation and who sees the to 


. Obstacles in his haste to 





press as populist doctrines. ^ 
priorities, political surv 









come far down, once they are assur 
filed stomach. " Then again: 
should realise 
society, where the press is econon 
weak and disorganised, free medi 
pendent of the government is to. as 
the impossible and impractical.” 
Like Anderson, Mankekar find 
provement of late in the quality 
news distributed by the transna 
agencies. But. in the long-term-po 
view, he would want news redefi 
is annoyed that in most Thi 
tries the news desk: 
"Western-trained cand 
journalists." -Prejudice : 
Prejudice takes:a f 
we are told, "the elite | 
generally pro-Americe 
rican cultural: domin 
media." (The United 
publicity machine shoi 
















































































tour group could be real: = or even bi 
on reality: If only there: were astro: 
word than bizarre. 
Just look at some of thes: 
delightfully named Garry: 
tive and boorish, a young 


portunity to guzzle and g 
the enigmatic blind. man, 
everything he “sees.” ойе 



















shot. Hammersly, the unwant 
on, scribbles Australia 
everywhere, sometimes ca 
gans into the trunks of tre 
Finally, itis the sad, moi 
mann who puts the travelling 
perspective when she te is a 
Soviet guide: “We come from 
nothing really, or at least nothing. 
tial yet. We can appear quite hea 
times. I don't know why. We som 
don't know any better. Even. Бе! 
travel we're wandering in cire es 
isn't much we understand | 
rather empty feelings. 1 think we ; 
love difficult. And w ; 
demand even ће со! 






















ире novel. but a biting апа ulti 
disturbing one. Few books 
reading the way Homesickness 
second time around, you get the n 
feeling that it may not be satirical. .- 









As one of Japan's major 
integrated trading houses, 

C. Itoh is helping the countries 
in Asia set the pace in 
economic growth. 

In Indonesia we develop oil 
resources. In Singapore we 
refine oil and process sugar. 

In Malaysia we manufacture 
planks and plywood. In Hong 
Kong, Korea, Thailand and 
Taiwan, textile projects meet 


EE „5- 


the need for popular fabrics. 
From India, Pakistan, 
Bangladesh and Sri Lanka we 
import iron ore, shrimp, 
cotton, jute and other products. 


Au across Asia, C. Itoh is 
working to build a better future 
for all. With joint venture 
projects and by providing 
technical guidance. We are 
more than just an importer and 
exporter. Our activities also 


C. ITOH & CO., (Hong Kong) LTD. 
28th Floor, United Centre Building 95, Queensway, Hong Kong Phone: 5-296011, 298202, 298105 Telex: 73212 (ITOHC HX) 


C. ITOH & CO., LTD. 


Tokyo Head Office: C.P.O. Box 136, Tokyo, Japan Telex: J22295 (ITOHCHU) 
Branch: Hong Leong Building, 16, Raffles Quay, Singapore-1 Phone: 2202755 Telex: RS21275 (СТОН) 

Kuala Lumpur Branch: Lot No. 201, Kompleks Antarabangsa, Jalan Sultan Ismail, Kuala Lumpur, Malaysia Phone: 429166 Telex: 30295 (CITOH MA) 

Other Offices in Asia: Bangkok, Bombay, Calcutta, Colombo, Dacca, Islamabad, Jakarta, Kaohsiung, Karachi, Kota Kinabalu, Kuching, Manila, 


C. ITOH 


New Deihi, Penang, Pusan, Sandakan, Seoul and Taipei 
New York, Sao Paulo, London, Cairo, Sydney and 112 overseas offices 





extend to distribution, business 
organization, information 
gathering, financing, 
management guidance, 
development and other areas. 
So whatever your business, our 
trained experts will be happy 
to help you set the 

pace for growth. 





BUSINESS LINES: Yarns, Fibres. Textiles and Apparel @ Construction and Materials Handling Machinery € Heavy Machinery € Iron and Steel Plants @ Textile Machinery 
Machinery for Paper, Paper Converting and Building Materials Industries € Food Processing and Medical Machinery @ Industrial Plants € Chemical Plants € Chemical 
Machinery e Motor Vehicles e Marine Transport € Aircraft € Power Plant and Electrical Machinery € Telecommunications Systems € Consumer Electronics € Industrial 
Electronics ө Iron Ore € Coal and Coke ө Steels and Steel Products e Nonferrous Metals and Ores e Light Metals e Grains and Foodstuffs ө Oils and Fats ө Meat and 
Livestock e Feed Materials € Sugar e Marine Products € Provisions e Pulp and Paper € General Merchandise € Gas ө Crude Oil e Petroleum Products ө Nuclear Energy 
Organic Chemicals @ Fine Chemicals @ Inorganic Chemicals @ Plastics € Overseas Construction and Contracting @ Construction Materials and Utilities and a host of others. 








Trade finance leaders 
in Southeast Asia. 

Total assets exceeding S$9.7 billion. 
Network of over 80 branches stretching 
from Singapore and Malaysia to 
Hong Kong, Tokyo, London, 
with agencies in New York, 

Los Angeles and a 
representative office in Sydnev. 


UNITED OVERSEAS BANK СВООР# 


Head Office: United Overseas Bank Building, 1 Bonham Street, Raffles Place, Singapore 0104. Tel: 919988. Telex: RS 21539 & RS 21804 TYEHUA. Cable: TYE HUABANK 
Malaysian Central Offices: Chung Khiaw Bank, Bangunan Lee Wah Bank, 10-14 Medin Pasar, Kuala Lumpur. Tel: 87761. Telex: } 1232 СКВ 
Cable: CHUNGBANK. Lee Wah Bank, Bangunan Lee Wah Bank, 10-14 Medan Pasar, Kuala Lumpur. Tel 88351 Te lex: MA 30265 LEEWAH. Cable: BANKLEEW. AH 
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New York: 130, Liberty Street, 27 Dor, 1 3560. Telex: 232265 ТҮНА UR. Cable: TY K 
Los Angeles: 911 Wilshire Boulevard, Suite 1800, A i 017-3 8042. Telex: 6831011 TYHUA. С; TUABANK 
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must not come from exports, current earn- 
ings or contract payments. The central 
bank guarantees the inviolability of these 
accounts and complete freedom of the 
account holder to transfer the funds 
abroad. 

Remittances of profits and dividends 
accruing to non-residents out of net profits 
are allowed in full at the prevailing rate of 
exchange. Repatriation of investments is 
allowed in full or in annual instalments de- 
pending on the type of investment. Capi- 
tal gains, profits and dividends realised by 
foreign investments made in central bank- 
approved Philippine securities are also re- 
mittable in full, net of taxes, at the prevail- 
ing exchange rate. 


Trademarks and patents 


Philippine laws provide protection for pa- 
‘tents, trademarks and copyrights. Appli- 
cants may be a resident or non-resident 
foreigner represented by a local agent. Pa- 
tents and trademarks are handled by the 
Philippine Patent Office while copyrights 
are filed with the National Library of the 
Philippines. The registration of trade- 
marks, trade names and service marks is 
E" for a period of 20 years renewable 

r another 20 years. Patents for inven- 
tions are valid for 17 years and renewable 
for two additional five-year periods. 
Copyrights are issued for the period equi- 
valent to the lifetime of the author and re- 
newable for 50 years under the name of his 
designated heirs. 


Premises 


Rental rates for office and commercial 
spaces in Metro-Manila, the country's 
business centre, range from P50 to P80 
per sq. m. per month. Only Filipino 
citizens may own land so foreigners can 
occupy land only on lease basis. Land 
lease rates in the country's three operat- 
ing export processing zones are as fol- 
lows: 

» Bataan export processing 
(1,209 ha.): P1 sq. m./mo. 

» Baguio City export processing zone 
(62 ha.): P 1.50 sq. m./mo. and escalating 
25% every five years. 

» Mactan export processing zone (119 


zone 


$ 





. and tribal costumes of northern Luzon. 


ha.): P1.20 sq. m./mo. and escalating 
25% every five years. 


Labour supply 

Skilled and unskilled labourers, techni- 
cians, managers, and professionals are 
available for employment within the 
major urban centres of the Philippines. 
With the exception of those for senior 
management positions, wage and salary 
costs are comparatively low by interna- 
tional standards. The Philippine labour 
market is attractive to the foreign investor 
because of the employees’ high level of 
fluency in English, familiarity with West- 
ern business practices and procedures 
and, in the case of white-collar workers, 
generally good academic backgrounds. 


Wages and salaries 

Basic minimum industrial wage rate in 
Metro-Manila as of July 1982 is P18 per 
day and P17 per day outside the city. The 
minimum wage for agriculture workers is 
P14 per day and for plantation workers, 
P15. Cost-of-living allowances are man- 
dated by law to bring up the minimum 
take-home pay of industrial workers to 
P31 in Metro-Manila, of out of town in- 
dustrial worker to P30, non-plantation 
agricultural workers P25.5 and plantation 
workers to P 19. The minimum wage and 
cost-of-living allowances are adjusted by 
the government from time to time in con- 
sultation with management and labour or- 
ganisations to keep up with increases in 
the consumer price index. 


Business formation and registration 
procedures 


Business enterprises in the Philippines are 
legally classified as single proprietorships, 
partnerships or corporations. A single 
proprietorship is a business conducted by 
a single owner. Businessmen may form a 
partnership which has a legal identity 
separate from that of the partners forming 
it. General partnerships may be consti- 
tuted in any form except where immova- 
ble property or real rights are contributed 
to the common fund in which case a public 
instrument, to which is attached an inven- 
tory of the properties signed by all the 


partners, is required for validity of the 
partnership. 

Of greatest interest to the foreign in- 
vestor is the corporation. A corporation is 
formed by five-15 people, the majority of 
whom must be residents in the Philippines 
for a minimum of six months. The incor- 
porators draw up the articles of incorpora- 
tion, which are submitted to the SEC for 
approval. 

The articles of incorporation must con- 
tain the following: 

e name of the corporation; 

e purpose for which it is formed with a 
distinction being made between primary 
(only one) and secondary purposes; 

€ location of the principal office, which 
must be in the Philippines; 

e term of corporate existence, not to 
exceed 50 years (renewable for a maxi- 
mum of 50 years); 

e names, nationalities and residences 
of incorporators; 

@ names of the directors of the corpo- 
ration, numbering not less than five nor 
more than 11, and at least two of whom 
must the Philippine residents (resident 
alien incorporators must submit alien cer- 
tificates of registration); 

e the amount of capital stock in Philip- 
pine currency, the number of classes of 
shares, and the amount of subscribed capi- 
tal; 

© the names, nationalities and resi- 
dences of subscribers, the amount of their 
subscriptions and the sum paid-in; 

e the name of the treasurer elected by 
the subscribers. 

The articles of incorporation must be 
accompanied by a statement from the cor- 
poration’s treasurer showing that at least 
20% of authorised shares have been sub- 
scribed and that 25% subscribed shares 
have been paid in. The SEC has pre- 
scribed minimum levels of paid-in capital 
for certain types of business. When the 
corporation meets all these requirements, 
the SEC issues a certificate of incorpora- 
tion, after which the corporation may 
commence business operations. 

With certain exceptions, foreign invest- 
ors are permitted to take 30-40% equity in 
a Filipino corporation. 
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Mechanics of Investment 









REGISTRATION 
Bureau of Internal 
Revenue 


resident agent authorised to accept sum- 
mons and other legal processes on behalf 
of the firm; 

» establish an office in the Philippines; 


» bring in assets to constitute the capi- | 


tal of the office; 

» present prior proof that citizens of 
the Philippines and other business organi- 
sations existing under Philippine law are 
allowed to do business in the country in 
which the applicant is a citizen or 
domiciled; 

» submit to the Securities and Ex- 
change Commission (SEC) certified 
copies of its charter and by-laws within 20 
days after the grant of the certificate. 

The foreign investor, after obtaining a 
certificate to do business in the Philippines 
from the Bol, must register his investment 
with the Central Bank of the Philippines. 
The next step is to register with the 
Buréau of Domestic Trade and secure a li- 
cence from the SEC. The central bank or 
the Bureau of Domestic Trade may re- 
voke the licence to transact business in the 
Philippines if they find the condition.of the 
corporation to be one of insolvency or that 
continuance of business will involve a 
probable loss for those transacting busi- 
ness with it. 

After the licence is issued by the SEC, 
the corporation must also register with the 
Bureau of Internal Revenue and the city 
or municipality where it intends to ope- 
rate. Employees must be registered with 
the Social Security System; the Ministry of 
Labour and Medicare. 


Corporate joint ventures 

Joint ventures in terms of foreign equity 
investments in local corporations are en- 
couraged in specific activities described by 
the government as Preferred Areas of In- 
vestment. In most economic activities, 
foreign investment of up to 30% of capital 
of the local company is permitted; only a 
report of the activity to the Bol is required 
for record purposes In cases where 

















ожо equity investment exceeds 30%, 


REGISTRATION 
Bureau of Domestic Trade 









REGISTRATION 
Social Security System 


the enterprise must obtain authority from 
the Bol. 


Exchange regulations 


The value of the Philippine peso'in rela- 
tion to the US dollar (P8.5 to US$1) has 
been moving as a guided float in the 
foreign-exchange market since 1970. The 
Bankers Association establishes daily a 
guiding rate which is based on the weight- 


-ed average of the exchange rates for all in- 


terbank sales consummated on the trading 
floor during the preceding day. In spot 
transactionis with customers, commercial 
banks are required by the association to 
observe certain margins. The maximum 
and minimum spot buying rates are 0.5% 
and 1% below the guiding’ ate, respec- 
tively. The maximum and minimum spot 
selling rates are 1.25% and 0.75% above 
the guiding rate, respectively. However, 
these margins do not apply to telegraphic 
transfers involving US$100,000 or more of 
invisibles or to export bills greater than 
US$100,000 which are paid for from 
abroad on a telegraphic transfer basis and 
on which the negotiating bank has made 
no advances from its own peso funds. 

Interbank foreign-exchange transac- 
tions are determined freely between the 
buyer and seller banks within the range of 
2.25% below and 2.5% above the guiding 
rate for each trading day. 

Peso bank.accounts may be opened in 
the names of non-residents — whether in- 
dividual or corporate — and may be oper- 
ated freely. These accounts, including 
those of foreign banks, may only be 
funded by inward remittances for foreign 
exchange or by peso income from pro- 
ceeds of conversion of Philippine proper- 
ties, whether real or personal. 

Corporations and individuals, whether 
residents or non-residents, obtaining 
foreign currency may deposit their cur- 








rency in special foreign-currency accounts 


including demand, savings and time depo- 
sits with commercial and savings banks; 
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Funds lia eu: by residents, however, 
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l privileges. — 
rental costs in Bangkok range 
10-15 per sq..m. per month. The 
Tent construction should en- 
ter to choose from a wide 
f locations: 















ity system (220 volts, 50 cy- 
generally good throughout 
¢ well- developed in the 
Industrial zones set up by the 
guarantee ample supplies of 
ariety of combinations. Be- 

y 8096 of the electricity in Thai- 
produced. by © oil- -powered 
tes are high at6.2 







perating ex- 
are subject 
them to find 
large portion of . 

tputis going into 

: atcutscan 

y rates. Despite 

opment of. water "supply 
ressure is. very low and some- © 
rants. construction of special 
stems. Water rates, how- 

| comparison with neigh- 





generally in plentiful supply. | 
те readily о and pleas- 





i aout ir and strikes 
Recent construction booms.in 
evEast have resulted in. the 
numbers of skilled work- 


‹ ulties, especially in the en- 






le offer the following services: 
Short.and medium term loans 
Letters of credit and trade financing 
Real estate and building mortgage 
Loans against'securities 
Syndicated Loans 







EVERNASIA: 


-VERNES ASIA LIMITED 
wholly owned subsidiary of 


BANQUE VERNES ET COMMERCIALE DE PARIS 


52 Avenue Hoche, Paris 
established in France since 1821 





Capita 
Authorised and Paid-up HK$10,000,000. 


: 802 World-wide House, 19, Des Voeux Road Central, Hong Kong. 
: 5-257201 (10 lines) 5-265209, 265200 (Forex) 
: 61419 VERNE HX 61420 VERNE Mire 


a number of highly quali- 
ecruitment companies. These 
‘advise on staff composition 
and on smoothing cross-cultural com- 
munication between foreign management 
and its Thai staff. 


compan 












um approved wage for an un- 
skilled worker 15 US$2.70. рег day for 
Bangkok plus 12 selected industrialised: 
provinces and US$2.26 for the remaining 
59 provinces (throughout tlie kingdom): 
There are no official rates for skilled 
workers and office staff. While higher 
than those for unskilled workers, the aver- 
age monthly salary is low in comparison 
with other countries in the region and low 
labour costs are one of the factors attract- 
ing investors to Thailand." Western-edu- 
catéd Thai managers command salaries in 
the range.of US$750-1,500 per month. 
Work hours are set by law at 54 hours 
week for commercial. workers. and 48 
hours a week for industrial employees. 


Employment of foreign nationals 


Employment of foreigners is governed by 
the Alien Occupation Law which supu- 
lates those activities reserved for Thais. 
There is a decided bias in favour of Thais 
and foreign companies must prove that 
there are no qualified Thai candidates for 
a job, the prime requisite for allowing a 
foreigner 10 be employed. Some foreign 
firms involved highly-technical ven- 
tures have been discouraged by the obsta- 
cles and havé chosen to locate production 
facilities in regional countries with more 
liberal emp ent laws. An attraction of 
Bol promotional privileges is permission 
to employ greater numbers of foreigners. 






















Underwriting 

Deposit-taking (local and 
Euro-cürrencies) - 

Foreign Exchange and money 
market operations. 































areas of investments. The Board of Tavast 
ments (Bol), which. governs foreign in- 
vestments, prepares annually a listing of 
preferred areas of investments which, in 
turn, are divided into pioneer and | 
pioneer. Other sets of prioriti ; 
pared for agricultural and t 
jects. As the names. sug 
tives given to a particular t 
on which category the investm 
under, 

A business is declared pioneer i if it it in- 
volves the manufacture, processing or 
production (not merely assembly or pack- 
aging) of goods; products commodities or 
raw materials that are not being produced. 
in the-Philippines on a commercial scale. 
It also qualifies as pioneer if it uses design, 
formula, scheme, method, process or sys- 
tem of production or transformation of 
any element, substance or raw material or 
finished good that is new and untried in. 
the Philippines. Pioneer enterprises can ^ 
be owned by foreign investors but are гез 
quired to attain Filipino status (60% 
Filipino) within à prescribed number of 
years. 

Generally, foreign investors: are. enti- 
tled to guarantees for the repatriation of. 
the entire proceeds of investments; rémit- 
tance of interest and principal of foreign 
loans and contracts, remittance of earn-_ 
ings from investments, freedom from ex- 
propriation of property and freedom from 
requisition of investment. : 

Other incentives given to preferred 
areas of investment include exemption 
from capital gains tax, accelerated depre- 
ciation of fixed assets, tax exemption on 
imported capital equipment, generous tax 
credits and deductions, priority in obtain- 
ing assistance from government financial 
institutions and employment of foreign. 
nationals: within five years from териш 
tion. GN 



































































Investment approval process _ 

All foreign investors in the Philippines 
must register with the Bol. However, only. 
those investments in which the foreigner 
holds more than 30% of the equity neces- 
sitate prior approval from the board. In 
granting approval to foreign firms, the. 
Bol must ascertain that their activities arê 
consistent with Philippine laws and invest- 
ment priorities, contribute to the develop- 
ment of the country and do not intrude 
into areas already adequately exploited by 
Filipinos. Immediately after the filing of 
an application, the board publishes a par- 
ticulars notice for three consecutive weeks 
іп a newspaper of general circulation... 
Upon approval, the board requires appli: 
e to: E 5 
» appoint a citizen of the Philippines as 












and is allowed to re-export items. Various 
other incentives relating to repatriation of 
capital and profits are granted. 


Investment approval process 


As long as the intended commercial activi- 
ty is not prohibited to foreigners, a 
foreigner can establish a company by fol- 
lowing the normal procedures outlined 
elsewhere for registering a new firm. Cap- 
ital funds imported must be registered 
with the Bank of Thailand to facilitate 
later repatriation. 

Applications for promotional privileges 
are filed with the Bol. Joint ventures, 
especially those with majority Thai hold- 
ings, are encouraged. A promotional cer- 
tificate will be issued within six months of 
Bol approval of the project provided that 

' the applicant has organised his business 
and a tentative list of machinery. and 
equipment to be imported has been sub- 
mitted. Once the promotional certificate 
has been issued, the applicant can con- 
struct his factory and facilities, availing 
himself of the benefits and guarantees of 
Bol promotion. 


Foreign exchange regulations 


Most currency exchanges require prior ap- 
proval by the Bank of Thailand though 
some may be handled by commercial 
banks. 

A Bol-promoted foreign company can 
remit abroad investment funds, foreign 
loans, profits and interest on foreign loans 
but the Bank of Thailand reserves the 
right to limit such transfers to 20% of capi- 
tal investment if the country is facing bal- 
ance-of-payment difficulties. 

A company is permitted to repatriate 
profits or dividends after income tax and 
other taxes have been deducted and after 
reserves have been allocated. Profits re- 
mitted by a branch to its head office over- 
seas are subject to tax (in excess of ordi- 
nary corporate tax) of 20% on dividends 
and branch profits and of 25% on other 
company fees. Repatriation of other as- 
sessable income is also subject to a with- 
holding tax, after certain standard deduc- 
tions of 25%. A company can also transfer 
50% of estimated net profit for the first six 
months of the fiscal year, remit interest 
after deduction of remittance tax and re- 
Ке capital once the company has 

en liquidated or proof is provided 
that the capital is no longer requir- 
ed. 


Forms of company organisation 


Six principal forms of business organisa- 
tion are recognised: proprietorships, un- 
registered ordinary partnerships, regis- 
tered ordinary partnerships. limited 
partnerships, limited companies (includ- 
ing private limited and public limited com- 
panies) and branches of foreign corpora- 
tions. Most foreign companies operate in 
Thailand as branches ‘of overseas com- 
panies or as Thai-registered limited com- 











Bangkok: the Grand Palace. 


panies with the latter being the most com- 
mon form of joint venture. 

Formation procedures 

Procedures vary for each type of business 
but generally application must be made 
with the Registrar of Partnerships and 
Companies of the Ministry of-Commerce. 
There is no minimum level'of capitalisa- 
tion stipulated for a limited'company but 
the generally acceptable; minimum is 
US$5,000. There must be at least seven 
shareholders. All shares must’ be sub- 
scribed to and at least 25% of these must 
be fully paid up. Common and preferred 
shares may be issued but all shareholders 
must have voting rights. Shares must have 
par values of at least 25 US cents. 
Registration procedure 

When at least 25% of the subscribed capi- 
tal stock has been paid up, the company 
must be registered. The fee for this is 
US$25 for each US$5,000 of capitalisa- 
tion. Registration normally takes one 
week after which the company can com- 
mence operations. A foreign company 
wishing to establish a branch in Thailand is 
required to submit a number of docu- 
ments relating to the parent company to 
the home country's Thai consulate or em- 
bassy for authentication. 

A company involved in manufacturing 
must obtain a factory establishment li- 
cence and factory operations licence be- 
fore building or operating production 
facilities. 
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Trade marks, patents and copyrights 


Thailand's first patent law became effec- 
tive in 1979 but the law applies only to 
those products or processes invented in 
Thailand and not previously registered 
elsewhere. Thailand is neither a member 
of the Paris Union nor any other interna- 
tional arrangement for reciprocal protec- 
tion of foreign patents. There have been 
frequent infringements and foreign liti- 
gants have had difficulty securing success- 
ful prosecution of their claims. 
Trademarks are protected under the 
Trade Mark Acts of 1931 and 1961 but 
near copies of some of the world's most fa- 
mous brand names and logos abound and 


few foreign companies have been success- 


ful in prosecuting or discouraging ine 
fringements. 

Copyrights are protected under the 
Copyright Act of 1978 but the Act refers 
primarily to those works created in Thai- 
land. Although Thailand is a signatory to 
the Berne Convention for the protection 
of literary and artistic works, copyright in- 
fringement is commonplace. 


Premises 


A company which is majority Thai-owned’ 


can own any amount of land it requires for 
its business but a limited company with 
majority foreign holdings is only permit- 
ted to own up to four acres of land for in- 
dustrial purposes and/or 0.4 acres for com- 
mercial purposes. Ownership of larger 
tracts requires special permission which is 
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tion to the unpaid portion of the nominal 
value of the shares held by them. A com- 
pany limited by shares can be either a pri- 
yate or a public company. 
Labour supply 
The labour supply in Malaysia is regarded 
as reliable, productive and responsive to 
training but the rapid growth of the econ- 
omy has led to problems. Of the national 
tion of about 13.3 million nearly 
4.5 million are regarded as part of the 
labour force, an unusually high percent- 
age. The literacy rate among all classes of 
the population is over 60% and many 
young people entering the labour pool 
have benefited from extensive vocational 
training programmes. Another charac- 
teristic of the labour force is its relative 
youth, the vast majority being below 30 
years of age. 

In general, labour rates and productivity 
їп Malaysia tend to favour industries which 
are labour intensive and export-oriented. 
Licensing agreements 
The following guidelines apply: 

—» Malaysia will approve licensing 

ments on condition that the licensor 
shall not restrict the marketing territory of 
the licensee. 

+ The term of a licensing agreement is 
usually five years and any renewal there- 
after is subject to prior approval. 

n» Applicable law of a licensing agree- 


— mentis that of Malaysia and differences or 


disputes relating to the agreement which 
cannot be settled amicably must be settled 
by arbitration. 

» Know-how transferred through the 
licensing agreements must include infor- 
mation on improvements/developments 
made by the licensor during the period of 
the agreement. 

> Taxes or duties imposed on the pay- 
ment of fees shall be borne by the foreign 
licensor and not by local manufacturing 
companies. 





If training programmes are provided by 
the licensors for local personnel, the direct 
cost of such programmes is borne by the 
licensors. 


Trademarks and patents 


Registration of trademarks and patents is 
carried out under the provisions of the 
Trade Marks Ordinance and the United 
Kingdom Patents Ordinance respectively. 
At present, registration of trademarks 
and patents is carried out on a territorial 
basis, i.e. each territory of Peninsular 
Malaysia, Sabah and Sarawak carries out 
registration under its own ordinance. 

Patent registration is carried out by 
means of validating British patents. Legis- 
lation in respect of trade marks and pa- 
tents registration will eventually be con- 
solidated to provide for a form of central 
registration, with a Central Registry in 
Kuala Lumpur and branch offices in 
Sabah and Sarawak and major towns in 
Peninsular Malaysia. 


Wages and salaries 

Although wages and salaries have risen in 
recent years, they remain comparatively 
low. For example, wage rates for unskilled 
industrial workers are about M$8 per day, 
while semi-skilled workers on production 
lines earn about M$10-12 per day. Skilled 
workers, depending on experience and 
ability, will earn from M$15.20 per day. 
Salary scales for office staff are usually cal- 
culated on a monthly basis with a secretary 
earning about M$350. 

Agricultural/and plantation workers are 
on the lower end of the salary/wages scale 
but benefit from many advantages in kind. 
Salaries of professional and managerial 
staff are significantly higher. One corol- 
lary of recent economic growth in 
Malaysia is the fact that management level 
personnel tend to have an abundance of 
job opportunities from which to choose 
making their recruitment and retention 
something of a problem. 


THAILAND 


Restrictions on foreign ownership 


The Alien Business Law promulgated in 
1972, created three business categories 
in. which foreign participation was re- 
stricted. Category A includes basic ag- 
ricultural trades, real estate, accountancy, 
law, architecture, advertising, brokering. 
auctioneering and building construction. 
Any company in this category must be 
51% Thai-owned. 

Category B includes processing of sev- 
eral basic agricultural and mineral pro- 
ducts, several handicrafts, basic construc- 
tion items, garments and shoes (except for 
export), antique sales, food and beverage 
sales, sales of several mineral products, 
tour agencies, photography and photo 
processing, laundry, tailoring, internal 
land, water or air transport, printing and 
newspaper publication and cloth weaving. 
A previously registered. company with 
majority foreign holdings is permitted to 
continue but any new company must be 
51% Thai-owned. 

Category C includes all types of 
businesses and permits a company with 
majority foreign ownership to be regis- 
tered, 

American companies should investigate 
possible protection of majority ownership 
under the Thai-American Treaty of Amity 
and Economic Relations (1966). 


Incentives for foreign investment 


The Board of Investment (Bol) offers 
promotional privileges to investors in in- 
dustries it deems vital to national develop- 
ment. Especially favoured are those which 
produce goods for export, which are 
labour-intensive, and use Thai raw mate- 
rials whose production facilities are estab- 
lished in special industrial zones outside 
the Bangkok metropolitan area. Principal 
incentives include special guarantees 
against nationalisation and competition 
from new. government-operated enter- 
prises in manufacture or sale of products 
as well as protection of patents and 
trademarks. A promoted company can 
also export products and enjoys protec- 
tion against importation of competing 
products. 

Tax incentives include up to 90% reduc- 
tion of business tax on the sale of products 
up to five years; a reduction by 5075 of 
corporate income tax for five years after 
the termination of a normal five-year tax 
holiday; permission to claim double the 
cost of transportation, electricity and 
water supply for corporate tax purposes 
and allowance to deduct from taxable cor- 
porate income up to 25% of the invest- 
ment costs for installing infrastructural 
facilities for 10 years from the date the first 
income is earned, Moreover, a promoted 
company is exempt from import duties 
and business taxes on raw materials re- 
quired in manufacturing goods for export 
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ARGENTINA CHINA GREECE 
AUSTRALIA CONGO HONG KONG 
BELGIUM EGYPT IRAN 

BRAZIL FINLAND IVORY COAST 
CAMERON FRANCE JAPAN 
CANADA GERMANY LUXEMBOURG 


Representative Offices: 


Singapore: 1907/8 Robina House, 1 Shenton Way. Tel: 2201444. 
Kuala Lumpur: 4th Floor, Kompleks Antarabangsa, Jalan Sultan Ismail. Tel: 424631, 
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NIGERIA TUNISIA ILLINOIS 
PHILIPPINES UNITED KINGDOM NEW YORK 
SENEGAL URUGUAY TEXAS 
SINGAPORE USA VENEZUELA 
SPAIN CALIFORNIA ZAIRE 
SWITZERLAND GEORGIA ZAMBIA 


BNL, Italy's largest credit institution and distinguished 
banking establishment, is making an important impact on 
international trade and industry. Linking the world's major 
business capitals, the BNL influence stretches to China and 

the Far East, the Ivory Coast to Finland, Uruguay to Georgia. 
BNL — today's most influential Italian trade connection 
since Marco Polo. 


Discover the new world of commerce with 


BANCA NAZIONALE DE LAVORO 
Head Office: ROME, ITALY. 


Hong Kong: 3704-06 Gloucester Tower, 11 Pedder Street, 
Tel: 5-215065. 
Beijing: Minzu Gong, Room 282, Tel: 668761. 













prehensive range of investment in- 
's has evolved which vary according 
nature and size of the investment 
emplated and its utility in terms of na- 
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er status is accorded to companies 
ntend to produce goods not already 
actured on a commercial scale.com- 
fate with national needs or which 
med vital to the public interest. 
is granted at graded scales for a 
f time periods linked to the size of 
tment. In addition, furthertax re- 
ilable if an enterprise is located. in 
pment area, produces priority 
ems ог if the percentage of 
content is more than 50%. 
ther means of obtaining tax relief is 
ed on the basis of the number of 
rather than on the concept of 






















































n Relief andthe sliding scale of 
iption increases with the number 


vestment Tax Credit can be 


five years. The tax credit is in- 
y five years if the company satis- 
hree additional criteria described 
ioneer status (above): The credit 
fried forward in case of loss or in- 
ncy of income making it attractive 

‘with high levels of investment 
racted periods. Stillanother tax 
is linked to an Increased Capital 
ce, which is intended to encour- 
panies to expand or modernise ac- 
"This exemption is granted to pro- 
und to bein the national interest. 
capital allowance is 40%. 
ignificant tax benefits are available 
fies exporting manufactured 
formula is employed that cal- 
creases of export sales over pre- 
cars which then determines the 
the tax credit. An additional incre- 
is allowed in respect of exports that 
rate not less than 50% of domestic 
ds. Further tax credits are allowed 
elerated. depreciation, the cost of 
cas promotional activities and for 
up industries in specified areas. All 
the range of incentives found in 
sia has proved a significant stimulus 
investment. 


'ictions on foreign ownership 


government prefers that all manufac- 
ng proposals should be on a joint-ven- 
basis between Malaysians and 
ers, the extent of foreign capital 
hip depending on the nature of the 
. H the project is dependent to a 
ent on the Malaysian market 



































avestment. This is called Labour. 





` or depletes Malaysian resources, the gov- | side of the peninsula is served pri 


ernment requires a substantial Malaysian 
majority. If the project is export-oriented 
consideration can be given to foreign 
majority ownership, the extent of such 
ownership again depending on the merits 
of individual projects. Factors that may in- 
fluence consideration of equity include 
size of project, location, nature of product 
manufactured, level of technology in- 
volved and number of similar projects al- 
ready established. The Ministry of Trade 
and Industry is prepared to be flexible in 
the stipulation of foreign equity participa- 
tion to insure that the project is mutually 
beneficial. 


Investment approval process 


Malaysia has a single government agency 
charged with responsibility for foreign in- 
vestment. The Malaysian Industrial Deve- 
lopment Authority (MIDA) is a govern- 
ment agency established by an act of par- 
liament to promote and coordinate indus- 
trial development activities in Malaysia. 
In this: capacity it provides a variety of 
functions. including 


investors, evaluating applications ' from 
companies seeking special status and pro- 
vision of technical advisory services. 

snt approval process is also 
fact that investors need 
only one agency to ob- 
ation — as an initial step 
approval of an applica- 
manufacturing facility in 
€ agency prides itself оп 
t handling on investment 
g other services, it main- 













prompt, ей 
inquiries. j 


tains lists of priority products which qual- 
ify for special status and lists of potential 
domestic t-venture partners. The 
existence IDA does пої, however, 





rule ou ed to contact other govern- 
ment entities in bringing a project to frui- 
tion. 


Exchange regulations 
The Malaysian Government practises lib- 
eral exchange control regulations. 


Foreign investors can bring in required 
capital from abroad for approved projects 
and are able to remit capital and profits 
with ^minimal government control. 
Malaysia has.acceded to Article VIII of 
the International Monetary Fund's Arti- 
cles of Association whereby it assures a 
free transfer of funds for international 
transactions while no discriminatory cur- 
rency arrangements or multiple exchange 
rates will be adopted. 


Utilities 
Availability and cost of electricity supplies 
are to some extent dependent on which 
part of Malaysia's extensive geography is 
being discussed. The western portion of 
Peninsular . Malaysia, : for example, is 
served by a network. of 18 thermal and 
hydro-power stations. while the eastern 


pre-investment. 
| studies; handling inquiries from potential 


` struction Боот: that has resulted’ 











diesel stations. Tariff rates vary accordi: 
to the size and location of the industry and 
whether it uses.diesel or hydro-power, . 
Localities such as Sabah and Sarawak are 
subject to different tariffs.and within each 
state there are various categories of sub- 
tariffs. In general; rates are deemed to be 
high and represent a major cost of doing 
business. s 

Water supplies are generally abundant 
and of high quality. Malaysia claims to be 
one of the few countries in the region 
where water can be drunk from the tap al- 
most everywhere. Once again, location 
governs the cost of water used for indus- 
trial or tradé purposes with:cutrent costs — 
ranging from M$1-2 (42-85 US cents) per - 
1,000 gallons. Malaysia's tropical location 
and exposure to. monsoon type rains 
(average annual rainfall is 100 ins a year) 
helps assure it ample water supplies as 
does a network of nearly 12,000 miles of 
water mains and current storage capacity 
of nearly 300 million gallons. 
Premises us 
One aspect of Malaysia's: current 
economic boom that does not cause-unal- 
loyed joyis the steady increase in premises 
costs, especially. for offices. Although 
manufacturing firms can obtain preferen- 
tial terms atthe various industrial sites, of- 
fices in. metropolitan cities are scarce and 
increasingly expensive: In Kuala Lumpur, 
for example; prime mid-town office space 
is US$9.50 per sq. m. per month: Al- 
though rates in Penang are lower, the 
going rate has increased. Despite a con- 








major change of the once benign profile of 
Malaysia’s major cities, there is little relief 
in sight. 8 
Business formation 
In Malaysia, a business may be carried on 
in any one of the following ways: 
€ by an individual operating as a: sole 
proprietorship; ТЕТ 
€ by two or more (but not more than 20) © 
persons in partnership; pow RES ERU LS 
€ by a locally incorporated company or 
by a foreign company registered under the 
provisions of the Companies Act, 1965. 
All sole. proprietorships and partner- 
ships must be registered with the Registra- 
tion of Businesses Ordinance, 1956. ..- 
Companies in Malaysia are governed by 


the Companies Act, 1965, which provides «^. | 


for four types of companies: 
@ acompany limited by shares; 

€ acompany limited by guarantee; 

ө a company limited both by shares and. 
guarantee; or ode 
è an unlimited company. 

However, only the first type of com- 
pany is of interest to an overseas orgàni 
tion or investor. NE 

A company limited by shares is a coi 
pany where the liability of its memb 
limited by the memorandum of - 
















n 
For non-domestic ü 
S cents. per kwh fi | 
14.61 S cents per kwh plus a maximum de- 
mand charge of S$8 per kwh for industries 
that. use more than 100,000 kwh per 
month. Tariffs. for potable water vary 
from 35-75 S cents per cu. m. for domestic 
use. It varies from 75 S cents per cu. m. for 
non-domestic use to 155 S cents per cu. m. 
for industries that process water for resale 
іп soft ‘drinks, Non-drinkable: industrial 
water: 15 S cents per cu. m. if more than 
50,000 units are required per month. 


Organisations to assist investor 











There are various official and private or- | 


ganisations in. Singapore which offer as- 
sistance to foreign investors. 
e Economic Development Board (EDB) 
which. has. representative offices in New 
York; Chicago; Los Angeles, Houston, 
London, Frankfurt, Stockholm, Geneva, 
Paris, Tokyo, Osaka, Hongkong and Mel- 
bourne offers inclusive information on 
setting up businesses in Singapore. | 
@ Industry Division: EDB's industry divi- 
sion assists investors and liaises on their 
behalf with government bodies in.charge 
of factory space and/or land, utilities and 
manpower. The industry division also 
handles applications. for tax incentives, 
manufacturing licences. and loan applica- 
tions to the government. t 
e Manpower Division: this department 
of EDB assists investors to recruit the re- 
quired labour force as well as any training 
requirements. 

Private organisations include: 


@ Singapore International Chamber of | 


Commerce representing members in the 
dialogue with the government to promote 
and protect their trading interests. 

€ The Singapore Manufacturers’ Asso- 
ciation collects and compiles market infor- 
mation and statistics to serve inquiries of 
its members. It also publishes a directory 
of its members and their products of parti- 
cular interest to overseas buyers. 

The American Business Council (ABC) 
is similar in scope and function to Ameri- 
can Chambers of Commerce found else- 
where and provides a means by which 
American businessmem:in Singapore can 
identify, discuss and act on common pro- 
blems relating to economic and commer- 
cial matters in Singapore and the region. 
ABC also works through the Asia-Pacific 

: Council. of American Chambers of Com- 
merce in order to present the views of 
United States businessmen in Sitigepots 
tothe US Government. 


Branches of foreign companies 

These may operate in Singapore but they 
must first register with the RoC. Appli- 
cant companies must provide: 
» A certified copy of the certificate of in- 
corporation in its place:of origin. 
















. and articles defining its constitutio 





» A certified copy of the memorandum | 
| which conducts industrial research and | 


» A memorandum of appointment 
or more local agents. 
» Notice of the address of the registered 
office: 

» А statutory declaration by the agents. 


Labour supply 


Singapore's labour force is currently 
around a million of which 294,000 are in 
the manufacturing sector. To supplement 
the local labour force, foreign workers are 
recruited, most of whom come: from 
Malaysia and Indonesia and are engaged 
mainly in the construction industry. 


Wages and benefits 

There is no minimum wage regulation in 
Singapore. Employers determine wage 
rates based on competitive intra-industry 
standards or in consultation with trade 
unions The Nation Wages Council 
(NWC) has, since its formation in 1972, 
provided guidelines for wage increases. 
Although not compulsory, the NWC re- 


commendations have been fairly closely | 


adhered to by employers and. unions. 
Salaries of executives, management staff 


and professionals differ substantially, the | 


scale running from S$1,000 per month for 
a junior executive to S$10, 000 per month 
for senior management positions. 


Central Provident Fund 


This is a compulsory retirement benefits 
scheme for Singapore citizens employed 


on a contract of service and is designed to | 


ensure that employers build up a substan- 
tial retirement fund. The rateof contribu- 
tion for employers is 22% ofisalary and for 
employees 23%. 


Development planning and pri 


Singapore's industrial development. pro- 








| gramme and its investment incentives for 


the past decade have focused: on export- 


oriented industries with recent emphasis | 


on industries with higher returns on capi- 
tal and labour. As a corollary, employers 
are encouraged to train and upgrade the 
skill levels of workers and to reward work- 
ers on the basis of productivity. Concur- 
rently the EDB, through its overseas of- 
fices, solicits investments in metal en- 
gineering and machinery industries (e.g. 

machine tools,  optical/photographic 

equipment), chemical process industries 
(petrochemicals, pharmaceutical, plastic 
and rubber), heavy engineering industries 
(oilfield equipment, aircraft and. ship en- 
gineering, plant engineering). and electri- 
cal and electronic industries. Industrial 
development and planning falls under re- 
sponsibility of the Ministry of Trade and 
Industry which has under its wings the 
EDB responsible for foreign investments; 


the Jurong Town Corporation, responsi- | 


ble for development and management of 
industrial sites; and the Singapore Insti- 
tute of Standards and Industrial Research 








growth sector of the economy, t 





Manufacturing grew a by 10%: in 19 
has traditionally been the most dı 


















growth rates in the financial sector 
transport and communications 

cently been higher. Manufacturing: 
mains No. 1 in both gross dome 

duct contribution and in employmi 
iensive investment promotion. oV 
past decade has brought a steadys 
foreign investment raising the gross 
of foreign investments.from S$995: 
in’ 1970. to. about S$8. billion. by 
Machinery and equipment, petro 

fining, rubber and plastics products 
port equipment, food and chemical 
ducts are currently the. major ind 
groups which account for about 70 
the industrial value added. 


Location of industrial sites 
In conjunction with its programme 
courage investments in manufa 
the government has provided 
industrial estates and sites ir 
equipped with public housing an 
tional amenities (оа not 
workforce. The largest of the i 
tates is at Jurong in the West Со. 
which has utility services and a. 
road network, as well as a 
shipping goods. 
Leases on industrial land a a 
6% of the-value of the land. wh 
vised every five years. 
Approximate rental costs: 
Jurong, Woodland East and. 
S$8.40 per sq.m. ра. ix 
Loyang at $$7.80 per sq. m. . 
West Coast Highway at S$1 
m. pa. 
East of Jurong Town Hall at 
per sq. m. pa. 
Waterfront sites at Jurong, Loyan: 
Woodlands at $$14.40 per sq. т 
Waterfront sites east of Pandan hos 
$$21.00 per sq. m. pa. 
For waterfront sites, there.is 
frontage fee of S$170 per m. pa; 
Ayer Rajah at 5823.40; at Ka 
at $$32.40; at Yew Tee, without 
to Woodlands Road, $39. 
frontage 5515.00. 


Employment of foreign ı national 


Applications for employment 
















































| nationals must be forwarde 


try of Labour through she pro: 
ployer.and are reviewed on an di 
basis. In general, t Vi 


gapore adopts a rec sptive attitude 


cause. of the current oe of st 


need to import labour. 


















· Texas has been the mainstay 
f U.S. energy production 
since the 1900s. For 1980 
alone, the State of Texas pro- 
luced 31.1% of the nation’s 
crude oil and 35.5% of the 
nation's natural gas. 
. Strength in drilling activity 
also continued. In 1980, both 
. the U.S. and Texas broke drill- 
_ing records set in the mid 1950s. 
exas was the site for 19,700 
ew wells; almost one-third 
f all the wells drilled in the 
entire country. 
The record setting pace 
hould continue. 
_.. Besides leading the nation in 
_ proven reserves of natural gas, 
-natural gas liquids and hydro- 
.. carbons, Texas shows potential 
for new discoveries as well. 
In 1979, the Petroleum 
Information Corporation re- 
_ ported that three of the state's 
. geologic areas were the top 
areas in the U.S. for new field 
. exploratory wells. 
s^ With 13 of the top 50 re- 
< fineries located in Texas, the 
state accounts for 28.396 of the 
country's refining capacity. 

















Texas sets records in energy production. 
And that strengthens our financial record. 


And, as a home base for many 
energy companies, Texas 
promises to play an equally 
impressive role in developing 
and implementing new energy 
sources in the future. 

In addition to all this, Texas 
also produces all the graphite 
and magnesium in the country, 
supplies over one-half of the 
country's sulfur and ranks 
second nationwide in cement 
production. 

In fact, over $1.4 billion 
worth of metallic and non- 
metallic minerals were mined 
in Texas in 1979. And with the 
state's strong mineral resource 
base, the mineral industries 
promise to be even bigger 
producers in the 1980s. 

Other minerals are big 
producers. 

Even if you exclude oil and 
gas, Texas' mineral resource 
base is exceptionally strong. In 
1979, Texas ranked 10th in the 
nation in coal production and 
third in production of yellow- 
cake from uranium deposits. 
And these two fuel minerals 
are becoming increasingly 
important as supplements to 


traditional oil and gas resources. 


PIRSTCITY 


First City National Bank of Houston 


We have an energy stronghold. 
First City National Bank of 
Houston is the largest financial 
institution in the largest city in 
Texas. In times of growing ener- 
gy demands, our dominance in 
this energy capital places us 
right in the middle of the action. 
We're the lead bank of First 
City Bancorporation of Texas, 
a statewide bank holding com- 
pany of more than 50 members 


which has total assets of more — 


than $14 billion and deposits of | 
more than $10 billion, Of these 
deposits, over 60% were contri- 
buted by First City National 
Bank of Houston. 

We've played an important 
role in the growth of Texas’ pe- 
troleum and mining industries. 
And we’re in a strong position 
to capitalize on their future 
expansion, as well as on the 
development of manufactur- 
ing, construction, agriculture, 
transportation and commerce. 
At First City, we know we have 
what it takes to participate in 
all the areas that contribute 
to the great financial state 
of Texas. 


Member First City Bancorporation of Texas, Inc., a bank holding company with more than 50 member banks throughout Texas. 


MAIN OFFICE (International Division}, 1001 Fannin, P.O. Box 2557, Houston, Texas 77002, Telephone: (713) 658-6670, 


Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President; 


LONDON BRANCH, 99 Bishopsgate, 20th Floor, London EC2M 3XD, Telephone: (441) 628-2491, Telex: 885535, 
Incorporated with limited liability in the U.S.A., J, Pat Parsons, Senior Vice President and General Manager; 


SINGAPORE BRANCH, 2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, 


Telephone: (65) 222-4903, 
Telex: RS 25478, Harry F. Koolen, Jr., Vice President and General Manager; 


FAR EAST REPRESENTATIVE OFFICE, TOKYO, New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, 


Telephone: (813) 213-1055/6, Telex: 23759, Naonobu Okuda, Vi 


MIDDLE EAST REPRESENTATIVE OFFICE, BAHRAIN, Manama Center, Suite 505— Section 
Telephone: (973) 230-979, Telex: BN 8547, Raffi D. Krikorian, Vice Preside 
NASSAU BRANCH, Р.О. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, 


Telex: FIRSTFOREX HOU 775983, Carlos Baez, Senior Vice President 


Member FDIC © 1982 FCBOT 


ice President and Senior Representative; 
1, Р.О. Box 26622, Manama, State of Bahrain, 
nt and Representative; 





PIPS Has Ended The Paper Chase. 


Whatever Part of Whichever Document You Want 
Can Be Retrieved Immediately With The C8 Command. 


Are you producing more paper than 
profits? 
Reverse the situation with PIPS 


software. 
Jc] [s] CS (Conditional Search) 
ч — command which can 
retrieve and display numeric and non 
numeric data according to up to 20 
conditions. There's no need to change 
your business procedure, just update to 
efficiency with the CS command and 
the other 5 core commands, CAL (Calcu 
late), SORT, LF (List with Format), GR 
(Graphics), and AU# (Automatic), pro- 
vided by PIPS 


Only PIPS provides the 


[The Simple Commands of PIPS Revolutionize Your Computer Business. | 


PIPS Doe$ It The Easy Way 

@Handy: Page format for easy retriev 
al. Seventy-six 42:line pages (230,000 
characters) on each diskette! 

eSimple: The PIPS software system 
requires absolutely no programming. 

€ Quick: Basic operation can be under 
stood in three hours and the system 
mastered in three days 

€ Versatile: Any application, from rou- 
tine processing to accounting simu- 
lations 


PIPS Goes Places With The M23 


mark series 
€ Fabulous 128K byte memory. 








SORD COMPUTER SYSTEMS, INC. 


Yaesu 2 


HEAD OFFICE: hyobashi Ns 1 Bidg 7-12 
SUBSIDIARY: ОС Р 5 (Singapore) PLy.. Ltd. 07-01 


home. Chuo-ku. Tokyo 104. Japan. Phone: (03) 273-3584 Telex 


)5 Block 1. Be 


jok Industrial Estate 514 Chai Chee 


@Free use of any language: BASIC, 


te LICSD PASCAL, ASSEMBLER, FOR- 


“TRAN or COBOL (available only for 
mark V model). 

@The choice of three outstanding 
models: M23 тагкі, mark lll, or markV. 






тъ. 
M23 mark series 


2224225 SORDINJ 
Street. Singapore 1646. Phone: 445-4168 Telex: R587588810CPS 


WE'RE THE FIRST IN THE WORLD 
TO COMMUNICATE WITH THEM 


Intelligence from outer space? In fact, our systems are amongst the most advanced in 
On the contrary. the world. Our data communication capabilities, our 
It's a close up of optical fibres. Extremely fine tubes of infrastructure of satellite, submarine cables, HF, VHF and 
glass that can each transmit hundreds of millions of pieces UHF, our reliability, our high standard of service and our 
of information per second. communication engineering expertise are all second 
Since February 1977, optical fibres have been carrying to none 
commercial traffic between two telephone exchanges in Which isn't surprising when you consider that today 
Singapore. Which makes Telecoms the first in the world to Singapore is not only the world's second busiest port, but 
communicate with them* also one of its most important financial centres 
But then, technical innovation in global communications With all this in mind, isn't it time you communicated 
is not new to Singapore with us? 


«I» 


Telecoms 


We'll keep you in touch with the world 


Telecommunication Authority of Singapore 


For more information, please contact: The Manager, Busines 
Telecoms, Comcentre. 31 Exeter Road, Singapore 0923. Republic of Singapore Tele 








The 4 basic strengths of Germany's 
largest banking sector. 


For more information about Germany's largest 
banking sector, just write to: 


The Landesbanken, which act as central banks 

for the Sparkassen in their region, provide multiple 
wholesale banking services, ranging from 
commercial and public-sector lending, project 
finance, and foreign trade finance to portfolio 
management, security dealing, and international 
finance - often managing or participating in 
syndicated Euroloans and Eurobond issues. For 
funding purposes, the Landesbanken are 


authorized to issue their own bearer bonds. 


DEUTSCHER e 


SPARKASSEN- UND GIROVERBAND 
Simrockstrasse 4 
PO. Box 1429 


D-5300 Bonn 1, West Germany 













. The granting of investment incen- 
_ fives is under the responsibility 

the Economic Development 
_ Board (EDB): potential investors 








- should contact it for details. = 
-  * Pioneer status: this pro- |=. 
vides for a tax holiday of five to ^ 





10 years to manufacturers pro- 
А ‘ducing items which are not al- 
. ready manufactured in Singa- 
pore. The granting of pioneer 
Status i is on a case-by-case basis. 

— > Accelerated Depreciation 
` Allowance: industrial Enterprises 
may claim under Section 19A of 
the Income Tax Act, accelerated 
eciation allowance of 33.1% 
r annum for a period of three 
ars in respect of capital expen- 
incurred on machinery or 


6 












Тах Exemption on Interest 
pproved Foreign Loans: 
tax exemption on interest 
еа by a non-resident lender 
М approved foreign loans for pur- 
. chase of productive equipment. 
С» Concessionary Tax Rates 
- on Income from Approved Royalties: in- 
from approved royalties. licences 
- residents abroad is taxed at а concessio- 
n nary rate of 20%. In certain cases, com- 
Ё plete exemption may be obtained when 
-— such income is invested as capital in indus- 


- tries in Singapore. 
` Restrictions on foreign ownership 


оо; are no restrictions and 100% 
foreign ownership is permitted. 


_ Investment approval process 


` Potential investors should consult the 
EDB for details of investment incentives 
and for advice on procedure for business 
registration. Specific manufacturing li- 
_cences are required for the following pro- 









ө Food — beer and stout. 
ө Wood and paper — playing cards, ven- 
eer and particle board. 
` e Rubber — tyres 
` ө Non-metallic products — cement. 
_ ® Chemicals — detergents, firecrackers. 
. € Metals — pig iron, sponge iron, steel 
н , blooms, slabs, rolled and drawn 
` steel products. 
ө Electrical — TV receivers, air-con- 
- ditioners, refrigerators, fluorescent lamps 
and tubes. 
@ Miscellaneous — matches, cigarettes, 
Optical lenses, safety helmets and belts 
. and other safety products, 
- . Applications for licences for these pro- 
- ducts should be addressed to: 
— Registrar for Manufacturers 
У c/o EDB 


Singapore: the constantly ci anging skyline. 


- and technical assistance fees paid to non- 








2nd Floor, Fullerton Building 
Singapore 0104 


Exchange regulations 


Since June 1978, all exchange controls 
have been lifted. Earnings and capital can 
be freely remitted. 


Registration procedures 
Steps to take to register a domestic corpo- 
ration in Singapore include: 

» Application and approval of the 
name of the company from the Registrar 
of Companies (RoC). 

» Submission of a memorandum and 
articles of association. 

» Submission of additional supporting 
documents: 

€ A certificate of identity of the 
subscriber. 

Ф.А statutory declaration of com- 
pliance with the requirements of the 
companies act. 

Ф A statutory return of the direc- 
tors and secretary named in the arti- 
cles of association. 

» Nomination of a minimum of two in- 
dividuals each subscribing at least one 
share in the company. 

» Nomination of a minimum of two di- 
rectors, one of whom must have his princi- 
pal or only residence in Singapore. 

» Nomination of at least one secretary, 
whose principal or only residence is in Sin- 
gapore. 

> Payment of registration fee. 

Upon the issuance of a Certificate of In- 
corporation, the company becomes a 
body corporate. 
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Business formation 

A Singapore-incorporated company may 
be formed as: 

e A company limited by shares: liability 
of shareholders is limited to the amount of 
shares paid and unpaid (if any). 

e A company limited by guarantee: lia- 
bility is limited to the amount share- 
holders undertake to contribute to the as- 
sets of the company. 

€ ^ company limited by shares and 
guarantee: liability is limited to a combi- 
nation of conditions (1) and (2). 

e An unlimited company: liability of the 
members is unlimited. 

Foreign corporations intending to carry 
on business in Singapore must first regis- 
ter as foreign companies with the RoC. 
Alternatively, they can incorporate a Sin- 
аро company in one of the forms stated 
above. 


Utilities 


The Public Utilities Board (PUB) of Sin- 
gapore manages and controls the electri- 
city, gas and water Supply and operates 
four steam power stations which have a 
total generating capacity of 2060 mw. Al- 
though adequate for current consump- 
tion, extension projects are being carried 
out to increase future output capacity. 
Singapore depends on neighbouring 
Malaysia for its water supply. In addition, 
water is bought and piped to Singapore for 
purification and resale to Johor in 
Malaysia. There are three reservoirs to 
meet emergency shortfalls. Electricity 
tariffs for domestic use vary from 20.61- 
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of approval called a Surat Persetujuan 
Tetap (SPT) permanent letter of ap- 
proval. Once the SPT is received, the in- 
vestor is able to begin construction and 
trial production. During this phase, a 
number of separate licences and permits 
must be acquired. When trial production 
runs are nearing completion, the investor 
should apply for a permanent operating li- 
cence which specifies the field of activity 
in which the company is allowed to ope- 
rate, together with production capacity 
and other operating conditions. 

Investment projects intended to export 
are required to obtain a limited export li- 
cence. This gives the investor an export 
identification number and allows the com- 
pany to export goods directly. 

» Commercial operation and produc- 
tion begin. All companies must have a 
permanent operating licence to begin 
commercial operation. 


Patents 


There is no Indonesian patent legislation. 
Currently an inventor or his assignee may 
file an application for the record pending 
adoption of a patent law. This procedure 
establishes a  right-of-property claim 
under the Paris Union Convention over 
applications submitted at a later date. 


Trademarks 


Trademark registrations are granted for 
10 years from date of registration and may 
be extended for like periods. A trademark 
registration is subject to cancellation if not 
used with six months of registration and at 
least once every three years thereafter. 


Utilities electricity 


Total electric generating capacity has 
more than trebled in the past decade but 
does still not satisfy industrial and domes- 
tic demand. Consequently, many firms 
seek to provide a portion of their electric 
power requirements through their own 
generating plants. The cost of electricity 
produced from the National Electric Co. 
varies from Rps 19-24 (3-4 US cents) per 
kw. for industrial use while Rps 30 per kw. 
is the cost for domestic use. 


Premises 


Indonesia is no exception to the phenome- 
non of rapidly escalating premises costs, 
whether for offices, warehousing, indi- 
vidual housi r hotels. Nonetheless, 
substantial $ has been made on 
several fronts.- ere are now numerous 
first-class hotels in Jakarta as well as 
adequate accommodation elsewhere in 
Java, Sumatra; Kalimantan, Sulawesi and 
other regions. The cost of office space var- 
ies widely and prime space in Jakarta costs 
approximately US$16 per sq. m. with sub- 
stantial payments in advance being the 
rule. Warehousing and other industrial 
premises have become more available in 
consequence of the development of indus- 
trial estates. 
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Location of industrial sites 


Foreign investors find the infrastructure 
facilities offered at government-spon- 
sored industrial estates a substantial in- 
centive. Two such estates are currently in 
operation, one near Jakarta with a total 
plant size of over 1,300 ha. This carefully 
conceived site offers plots of between 5- 
7,000 sq. ms which come completely 
equipped. Facilities include a post office, 
banks, restaurants, workshops, technical 
training centre, religious facilities, an 
ample supply of labour and ready access to 
a nearby railway line. 

The second fully operational industrial 
estate is located in Surabaya, East Java. 
Its facilities are comparable to those of- 
fered at the Jakarta site. A third industrial 
estate is under way in central Java and 
others are in various stages of planning or 
development in other parts of the country. 


Labour supply 


One of the major attractions of doing busi- 
ness in Indonesia is the availability of a 
large and eager workforce, whose size is 
estimated at nearly 50 million out of a 
population of 140 million. Thanks to a var- 
iety of educational training programmes, 
the typical Indonesian worker is today 
much better-equipped to handle the chal- 
lenges of modern industry. Although total 
skills levels are not as high as might be de- 
sired, the Indonesian worker has shown 
that he or she has a good capacity to ab- 
sorb training and to assume increasing 
levels of responsibilities. The Indonesian 
workforce has been aptly called a major 
natural resource, certainly on a par with 
the country's abundant other resources. 
The Ministry of Manpower maintains 
about 100 employment offices throughout 
the country where jobseekers and em- 
ployers seeking workers may register. 


Wages and salaries 

Although average wage rates in Indonesia 
are among the lowest in Asia, there are 
substantial variations industry to industry. 









ats as rn i. 


tend to command wages at the top je 
the scale due, in part, to the skills пе 
while workers on agricultural estates | 
less, though their income is some 
supplemented by benefits such as. com- j 
pany-supplied housing or messes, 
Wages range from around Rps €00 p 
day for a labourer to Rps 250-300,000. 
month for clerks and secretaries. In 
sians trained abroad can generally; des 
mand higher salaries. Salaries in excess An 
Rps 350,000 per month are exceptio 
Like all general guidelines, these can vary | 
dramatically according to the part of the КА 
country, the level of unemployment pre- . - 
vailing in the area, whether it is in a major 1 


e. 







population centre. 

Although there is a statutory minimum 
wage in the private sector, companies 
often offer salaries higher than the mini- n 
mum wage. 

Employers must maintain basic health, > 
cleanliness and lighting facilities in fac- _ 
tories and other work places, as well as _ 
provide on-premises eating areas. In addi- ~ j| 
tion, employers must provide safety in- 4 
stallations against fires, industrial acci- — 
dents and similar perils. Ӯ | 

Indonesian law stipulates a six-day, 40- — 
hour week, with a maximum of seven 
hours per day, though a five-day 40-hour _ 
week can be arranged. Employees receive | 5 
a maximum leave period of 12 workit 
days with full wages after 12 months el. 
tinuous service. Workers normally re : 
their wages before their annual leave com- - 
mences. In addition to paid vacations, - 
there are about 10 major holidays celeb- 
rated each year nationally as well as some - 
regional festivals. 

Overtime is payable as follows: 

(a) for the first hour of overtime, at _ 
the rate of one-and-a-half times the houtly 
wage. 

(b) for succeeding hours of overtime, 
at the rate of twice the hourly wage. , 

On Sundays and public holidays, over- 
time is payable at substantially higher 
rates. 
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Asean at a glance 


The following section has been col- 
lated from  Citibank's Executive 
Guide to the Countries of Asean and 
material from the REVIEW’s own cor- 
respondents in Indonesia, Malaysia, 
"Philippihes, Singapore and Thailand. 


INDONESIA 


pm Capital Investment Coordinating 
_ Board (BKPM), which was established in 
1973, coordinates both foreign and 
_ domestic investment and should be con- 
ed by most potential foreign investors. 
ceptions are in minerals, petroleum, 


К зш forestry where special regulations 


"BKPM i is charged with evaluating in- 
vestment proposals and coordinating ap- 
als for foreign investment under the 
Foreign Capital Investment Law of 1967 
domestic investment under the 
Domestic Investment Law of 1968. 
KPM tries to provide fast service for 
10Se seeking to invest in Indonesia and 
can issue most licences for investment 
ventures. 

Thanks to drastically streamlined pro- 
cedures, foreign investors lodging an in- 
vestment application can expect the esti- 
mated time for processing an investment 


application to be from three months to 


` one 


opportunities. 


- motor vehicle components), 


ear. 
BKPM maintains a list of priorities de- 
to make potential investors aware 
the main areas of foreign investment 
Priority sectors include 
agriculture, transportation (particularly 
machine 
tools, agricultural and construction equip- 
ment and synthetic fibres. 


Investment incentives 


` Investors who have received the BKPM 


seal of approval can anticipate a wide 
range of investment incentives, including: 

€ Investors in priority industries receive a 
basic two-year exemption from corpora- 
tion tax which can be extended if the in- 
vestment saves foreign exchange, is lo- 
cated outside the island of Java and if the 
investment is deemed as high risk or more 
than US$15 million. 

€ Selected projects are exempt from cap- 
ital stamp duty on capital originating from 
foreign investment. 

€ Losses can be carried forward for four 
successive years and if a project sustains 
losses during the first six years of opera- 
tion these may be carried forward indefi- 
nitely.^ 

€ Accelerated depreciation is allowed. 


e Exemption from import duties on 
equipment, machinery, raw materials for 
processing and a variety of other goods, 
both for the conduct of business and per- 
sonal. 

e Freedom to manage according to a 
company's own needs and requirements 
and the right to use expatriate staff in posi- 
tions where qualified Indonesians are not 
available. 

@ Special incentives can be established 
for ventures which do not enjoy high 
priority. 

As in any new investment situation, it is 
as well to verify available incentives. The 
government, if it regards a potential in- 
vestment as having particularly high na- 
tional value, may negotiate special ar- 
rangements to assure its establishment. 


Restrictions on foreign 
ownership joint ventures 


All new foreign investments must be in- 
itiated as joint ventures with ethnic In- 
donesian citizens achieving a minimum 
equity participation of 51% within 10 
years. Initial Indonesian participation, in 
most cases, is now likely to be 20%. In ad- 
dition, foreign investors are expected to 
make special efforts to provide training 
and technological skills to enable. Indone- 
sian nationals to assume important roles in 
the management of new ventures. Permits 
granted in the framework of the Foreign 
Investment Law may not exceed 30 years. 

This is the maximum duration of the 
first set of guarantees and incentives given 
to new investors by the government. 
which, upon request, will review these 
terms within two years before the end of 
the 30-year period. 


Exchange regulations 


Approved enterprises are granted the 
right to transfer foreign currency abroad 
at the rate of exchange prevailing at the 
time for: 

e Net operating profits in proportion to 
the shareholding of the foreign partici- 
pant. 

e Allowance for depreciation of capital 
assets in respect to important plant 
machinery and equipment in ACOTAR 
with the foreign investment scheme. 

€ Proceeds from the sale of shares by 
foreign participants to the Indonesian par- 
ticipants or to Indonesian nationals. 

€ Expenses of foreign personnel assigned 
to the enterprise and for Indonesian em- 
ployees training abroad. 

e Principal and interest on foreign loans. 
ө Compensation in case of nationalisa- 
tion of the enterprise. 


Business formation 


The various types of business organisation 


available in Indonesia are generally pat- 
terned after the Dutch system. 

» Limited liability company. For most 
foreign investors, this type of organisation 
is employed. 

» Full partnership in which all partners 
are personally liable for all obligations of 
the enterprise. 

» Limited partnership in which one or 
more silent partners are responsible for 
obligations only up to the amounts of their 
capital participation. Those designated as 
managing partners are personally liable 
for all of the firm's obligations. 

» Cooperative (common among farm 
ers and other small entrepreneurs). 

» Sole proprietorship or individual en- 
terprise. The owner is personally liable for 
all obligations of the firm he owns. 

» Branch of a foreign business firm. 

» Representative office. 


Investment approval process 


Domestic and foreign investment applica- 
tions pass through five distinct steps. 

» BKPM assesses whether the appli- 
cant's investment plan complies with the 
government's policies and priorities. If 
this determination is affirmative, BKPM 
issues a provisional approval in principle 
of the proposed investment project: 10 
copies of the application form must be 
submitted to BKPM. 

» Prior to final approvals BKPM often 
requires additional information or data 
from the investor who is allowed 12 weeks 
in which to supply the information, 
though the time limit can be extended by 
agreement with BKPM. 

» BKPM completes its evaluation of 
the additional application material. If ap- 
proved, the chairman of BKPM will re- 
commend to the president of Indonesia 
that the project be sanctioned. The presi- 
dent's approval is issued within two weeks 
of BKPM's recommendation. At this 
point BKPM will issue a permanent letter 
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THE IRI GROUP IS 
INCREASINGLY CONCERNED 
WITH DEVELOPING MAJOR 
GROWTH INDUSTRIES ON 
ACCOUNT OF THEIR HIGH 
TECHNOLOGY CONTENT AND 
PRODUCT INNOVATION 
FEATURES. THIS 


TECHNOLOGY-LED OPTION HAS 


BEEN ENCOURAGED BY THE 
TENDENCY OF THE 
INTERNATIONAL ECONOMY TO 
DEAL WITH 

WIDELY DIFFERING 


PROBLEMS AND TO SEEK MORE 


COMPLEX AND 


COMPREHENSIVE SOLUTION TO 


COMMUNITY PROBLEMS. 





HOW IRI OPERATES 


The IRI Group — with over 548,000 employees, a 
lurnover last year of over 29,000,000m lire, and a 
five-year investment programme worth over 
23,000,000m lire — is playing an increasingly 
important role in.the Italian and international 
economy, with primary responsability for the 
restructuring and upgrading of traditional industnes 
Such às steel and ship building, 

the development of 

high technology industries (energy. electronics. 
aerospace and plant engineering), the promotion of 
the most advanced tertiary activities 
(telecommunications, data processing. transport), 
which are all vital to a mature industrial economy 
and an enhanced quality of life 

This can only be done by a Group which has a 
wide-ranging, well articulated entrepreneurial 
strategy, based on a wholehearted commitment to 
applied research, enabling it-to be sufficiently 
autonomous, or to hold 

the technological lead in the 

main areas of investment; this strategy also has to 
be geared to increasing the Group's activities in 
Europe and throughout the worid, 

not merely to 


exporting products and technical assitance, but also 


the construction and management of largescale 
industrial complexes 
and the design of integrated 


programmes for the development and enhancement 


of natural and manpower resources 
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THE 
IRI GROUP 
AND HIGH 


TECHNOLOGY 


INDUSTRIES 


IRI ON FOREIGN MARKETS 


In 1981. the Group exported goods and services 
worth around 8.700.000 million lire 

accounting for 8.8 per cent of Italy s total exports. 
This is a particularly significant result 

when viewed as part of a more general 

trend whereby Italy's share о! international 

trade grew in 1981; this shows that the 

IRI Group has made a substantial 

contribution with a growthrate distinctly 

above the national average 

While Italian exports of goods and services 
increased by 27 7 per cent in monetary terms 
and by 6 per cent in real terms, IRI Group 
exports rose by 47.5 per cent and 

22.4 per cent. respectively 

These figures clearly demonstrate the IRI Group's 
endeavour to find operational outlets that relieve 
the domestic market and that incentivate sound 
and stimulating competition in terms of innovation 
with more mature industrialized countries 

To be competitive on international 

markets today. high technology products 

have to be offered. and 

this can only be done as a result of sustained 
innovation effort and promotional work. and a 
degree of credibility thàt can only be guaranteed 
by experience matured over the years 

IRI has managed to meet these conditions 
because it is able to exploit a vast industrial 
potential in a wide array of different industrial 
sectors. and the result show it 













IRI AND HIGH TECHNOLOGIES 


In recent years, the IRI Group has been earmarking 
investment increasingly to products and services 
resulting from sustained research and 
technology-based effort 

To implement this strategy, IRI has exploited its 
Corporate structural features 

that best suil projects 

that hinge around the development of advanced 
technology industries 

First of all, there is the Group's inter-industrial 
capacily, which has enabled it to draw on the 
experience and skills of many different industrial 
sectors for its production projects. 

Secondly, there 

is the Group's companies well-proven ability to 
design and construct industrial plant in original and 
sophisticated areas of production 

The most significant consequence of this 
newly-arisen situation in terms of IRI's strategy, has 
been the close attention 

devoted to areas of 

production, such as aerospace, electronics. 
telecommunications, energy and special steels, 
which will be able to provide a dynamic support to 
the Group s industrial activities, and raise their 
technological competitiveness 

The results of IRI's efforts in the high technology 
sector soon made themselves feit: today, IRI s 
major technology customers are the highly 
industrialized countries which are usually the most 


demanding for this kind of product 
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inherited from the colonial era. In the arc stretching from Thai- 
land down through Malaysia and across the whole of Indonesia, 
these questions are especially complex. As one scholar put itin a 
study completed a few years ago: "The region has a longer 
coastline, area for area, than any other part of the world of com- 
parable size, with at least half the total surface, including most of 
the best agricultural lowlands, within 100-150 miles of tide- 
water." 

Until recently, most states laid claim to territorial waters ex- 
tending only three miles out to sea. Today, there is general 
agreement that there should be a 12-mile territorial sea, a 24- 
mile continguous zone and that every coastal state should be en- 
titled to an exclusive 
economic zone of 200 
miles. In addition, a 
number of states in 
the area claim conti- 
nental shelf rights 
that often extend well 
beyond 200 miles. It 
is not unknown for 
some states to want it 
both ways to lay 
claim to a 200-mile 
economic zone or 
the breadth of the 
continental shelf, 
whichever · is the 
greater. 

In this context the 
archipelagic principle 
is yet another compli- 
cation and one that is 
Of particular rele- 
vance in Southeast 
Asia. Increasingly, 
both Indonesia and 
the Philippines have 
achieved recognition 
of their sovereignty 
over waters claimed 
under this principal. 
Making such recogni- 
tion easier to gain is 
the fact that rights of 
innocent passage are 
generally recognised 
in waters that fall 
under —archipelagic 
claims. 

Quite apart from 
the geographical 
complexities of the 
region are - its 
economic attractions 
and these have be- 
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South China Sea: Asean's claims conflict with Peking's, Taipei's, Hanoi's — even one another's 


grounds in the world, with the current annual catch estimated at 
2-2.5 million tonnes. The potential for increased output is said to 
be very large which means the potential for conflict, in the view 
of some experts, is equally large as pressure to exploit fish re- 
sources increases. Fishing rights have traditionally been jeal- 
ously guarded by littoral governments — particularly by Burma 
and, within Asean, by Thailand. Thus far, disputes have been 
relatively minor but they are bound to become more trouble- 
some. 

What has already proved troublesome — and what must stand 
as a reminder of Asean's accomplishments in reaching accom- 
modations between its membersthat have thus far deflected out- 
right disputes — is the question of relations with the Indochi- 
nese littoral states, Vietnam and:Cambodia. The latter has off- 
shore border disputes with both Vietnam and Thailand and 
Hanoiand Jakarta have 
yet to agree on who has 
rights to the disputed 
wedge of sea north of 
the Natuna Islands. 

Indeed, in contrast 
to the settlement 
reached between 
Malaysia and In- 
donesia not long ago. 
.the Vietnamese dis- 
pute over the same 
area resulted in a 
threatening show of 
force earlier this year. 
When the Indonesians 
began oil exploration 
activities in the area, 
the Vietnamese re- 
sponse was a vehe- 
ment verbal protest 
Jakarta's reaction was 
to increase the size of 
its. airstrip on the 
Natunas апа send a 
squadron of United 
States-built. Skyhawks 
to use it. 

Vietnam's claims in 
the region are gener- 
ally viewed as the most 
serious threat to stabil- 
ity in land and sea dis- 
putes because of the 
way its land mass ex- 
tends. deep into the 
South China Sea. The 
flashpoint of all such 
claims is in the much- 
contested Spratly Is- 
lands which are 
claimed (either all or in 
part) by China, the 
Philippines, Taiwan, 
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come increasingly — 
compelling in recent years. Asia's first offshore oil well was drill- 
ed on the northwest continental shelf off Borneo in 1957, just as 
the colonial era was ending. Discoveries since then have indi- 
cated that the offshore petroleum potential of the area is sub- 
stantially greater than was once believed. The share of offshore 
oil in total supply in Southeast Asia has increased rapidly over 
the past decade. In 1965, the region produced only 28 million 
tonnes of crude; 10 years later it was producing more than 70 
million tonnes, more than 20% of it from offshore wells. (A 
tonne of oil is roughly equivalent to 7.33 barrels of oil.) 

Petroleum resources are a major factor in escalating the im- 
portance placed on sea claims by Southeast Asian states, as is 
evident from the settlement last year between Bangkok and 
Kuala Lumpur on exploration rights in the Gulf of Thailand. But 
fishing rights are another potential cause of disputes. 

The South China Sea ranks as one of the richest fishing 


Malaysia (most re- 
cently) and Vietnam. Spratly claims are most aggressively en- 
forced by a number of the nations: Hanoi, Manila and Taipei all 
maintain garrisons there. As a measure of sensitivities over this 
tiny group of islands and rocks. Vietnam fired ona Philippine jet 
that came rather too close for Напо! liking a few years ago. 

Given the potential petroleum resources of the shallow waters 
around the Spratlys, the strategic location of the group and the 
poor state of relations between China and Vietnam, the possibi- 
lity of armed conflict in the Spratlys — 33 islands, rocks and cays 
situated in the South China Sea midway between Vietnam, the 
Philippines and the coast of East Malaysia — cannot be dis- 
counted. 

But without question, the most sensitive dispute involving an 
Asean nation appears to be the only land dispute in which one is 
engaged: the ununresolved border conflicts between Thailand 
and Cambodia. (See Indochina) 


AUGUST 13, 1982 e FAR EASTERN ECONOMIC REVIEW 


Town 
county L5 
Company <tr 
t 


etum tO 
please rel 


UK PR 
bw Т. = 
سے‎ 2. 


v3 
р 


EU SUED 


* uw 





М + A INI 


Engineering - made in West Germany 
Representatives in: Hong Kong 


India - Indonesia - Japan · Malaysia - Pakistan - Philippines 
Singapore · Thailand - Australia : New Zealand 
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Ie issue. e Philipp T 
ny. other Asean nation. For countries like с 
sia whose historical or ethnic neuroses a 
€ have found expression through the Cambodian conflict; 
ingapore which fears the Vietnamese as Soviet proxies aim- 
rategic control; or for the Thais who have to deal with 
lation physically, Asean has been able to use the Cambo- 
sion as a divining rod for the rest of the world. This has 
en true of the Philippines which has Voiced no strategic 
ce for Cambodia while using its resources to support the 
Position in the UN. 
/was set up as ап éconómic organisation and here the 
ies has been. a frustrated partner with its free-market 
on smothered by the two Asean dictums: that economic 













sean is an acronym for "always sensational except 
lations." 
largest member is Indonesia, the Five's most potent 
joint-Asean-produced goods. But it has also the least 
oped financial. and industrial infrastructure of the group 
hus most careful to avoid giving Asean's more developed 
ccess to market demands it wants for itself. 2. 
Philippines, producing many sémi-industrialised goods 
omobile-.parts) marketable regionally, has a тоге 
pproach aimed at loosening tariff barriers within 
rime Minister Cesar- Virata ехріа не } 








| while real growth potentia 
said, Manila's trading performance with 
ismal. While Singapore exported US$4 billio 
ners, Indonesia US$3 billion, Malaysia U 
iailand US$1. 1 billion, the Philippines 
1 million. 


rence between the Philippines. and the 
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coopera- 
ent is à copper-fabrication di but problems.re- 
artcularly i in ce tae s тена: to mmit itself to 


| sector, е Five did N in fai up the Asean 
Corporation in June 1981, designed to channel venture 
ance joint industrial projects. The. rini i 


ts. 8 

fter three ministerial attempts to agree on the proposal, 
eme remains in Coime (the Asean Committee ori Indus- 
Mining and Energy). Frustration with former Asean 
nic Cooperation is soothed somewhat for the Philippines 
fact that, when private sector cooperation among Asean 
ез has been viable, it has proceeded anyway - — without 

nisational blessing. Just as Malaysia’s Sime Darby has 
its corporate wings in subsidiaries and projects through- 
n, so have the Manila accountants and analysts SGV 
./Headed by Sycip's brother Washington, SGV has of- 
all Asean and six other countries: Construction and 
pment Corp. of the ie Sun bien holds contracts in both 
a and Malaysia, w 
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States are for the first time wader out 898 of sovereignty 






trouble 


By Patrick Smith in Singapore 

ot long ago, the Indonesian inhabitants of two small is- 
Nes off the east of Malaysia's state of Sabah raised loud 

voices over the presence of foreign troops on the islands. 
The Indonesian press was.also aroused and followed the island- 
ers’ example. The islands involved, the larger of which is called 
Ligitan, are claimed by both Jakarta and Kuala Lumpur and the 
foreign troops, of course, were Malaysian. 

Since the incident erupted publicly, the troops have been: 
withdrawn and a senior Indonesian official has publicly told the. 
press. to subdue. its reports on the islands under conflicting. 
claims. The issue of sovereignty appears far from settlement, but 
in the meantime it looks like becoming a typical example of the 
way the five Asean members can submerge their various.claims 
and counterclaims in the interest of achieving to the fullest ex- 
tent possible the larger.goal-of regional cooperation within the 
Asean framework, 5 

This sort of cooperation is not normally achieved through offis 
cial recourse to the Asean secretariat in Jakarta. Indeed, sea and- 








: | land disputes among member nations have all been settled on à 
` bilateral or multilateral basis and experts expect this to remain 


the case in future, Perhaps the outstanding example of such co- 
operation on a potentially complex’ scale is the settlement 
reached on the Straits of Malacca, the shallow; narrow channel 
that separates Sumatra from the Malay Peninsula. - 

In the early and mid-1970's there was much debate over the 


„status of the straits, a key shipping lane between the Indian 
` Ocean and the South China Sea. But following the grounding of 


two Japanese tankers, Indonesia, Malaysia, Singapore and 
Japan began to cooperate closely in coping with the heavy traffic - 
in the straits —more than 40.000 ships annually by the end of the. 


Jast decade. Early іп 1977, the three. Asean states involved 


agreed on the Straits Safe: ‘Navigation Scheme by which tanker 
traffic is regulated. 

There are other more. recent examples of the cooperative 
spirit that has kept Asean. from becoming enmeshed in a tangle 
of bilateral conflicts.related to: complex claims over the seas 
around the Five. Last yea istance, Thailand and Malaysia 
were able to settle amica ispute involving rights to gas and 
oil exploration in párts: ulf of Thailand lying off the 
Malaysian state of Kelant ie southern stretch of Thai ter- 
ritory: Under the agreement; gas and oil companies working. for 
each country can explore in.the disputed area “for the time. 
being," an expert says: Presumably the last word has not been 
said in this case though the conflict appears again to have been 
averted for the moment... 

The same sort of mutual give and take was again displayed last, 
year between Malaysia and Indonesia over.an area of the South 
China Sea around the Natuna Islands. The Indonesians have a 
claim to an area that, if strictly enforced, would disrupt tradi- 
tional access routes between East and West Malaysia. The con- 
flict was settled thus: Indonesia has recognised Malaysia's tradi- 
tional fishing and transit rightsin the area (which Jakarta claims). 
while in return Malaysia has reaffirmed its recognition of what 
Indonesia calls its archipelagic concept by which a country 
claims sovereignty over waters between its islands, thus fencing 
off large blocks of what was once open sea. For Indonesia, which 
is comprised of some 13,500 islands, the concept is a particularly 
important one. In essence, it is a means of underpinning the sec- 
urity of the nation and has resulted in Jakarta's claim to over 
660:000 nautical miles of internal waters. 

Such séttlements are typical of a period in history when Asean 
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Not all that much 


By Guy Sacerdoti in Manila 

he maverick Philippines’ closest connection — geographi- 
T» — with the rest of the Five is along its political and 

economic fringes — the predominantly Muslim regions of 
Mindanao and the Sulu Islands. Politically, it is the only former 
colony of a superpower (the United States) in an organisation 
professing neutrality in international affairs. Economically, it 
joined the group in 1967 with the most developed domestic 
banking and industrial sectors primed on free-market capitalism 
and yet it now holds the smallest portion of intra-Asean trade. 
Militarily, it is the only one still tolerating major foreign naval 
and air bases (US facilities at Subic Bay and Clark Field) on its 
soil. 

Thus, in the Philippines, there is less Asean-consciousness 
among the public than in other capitals. Compared with Jakarta, 
Kuala Lumpur, Singapore and even Bangkok, there is less of the 
high-pitched rhetoric justifying regional political and economic 
decisions as promulgating the spirit of Asean solidarity. More 
than any members except perhaps Singapore, Filipinos — 
among the organisation's most vibrant local supporters — tend 
to exude a cynicism towards Asean's professed goals. 

David Sycip, president of Rizal Commercial Banking Corp. 
and one of Asean's strongest advocates of developing closer 
economic ties — he is director of the Asean Finance Corp. and 
was recently named a member of a special Philippine task force 
set up by President Ferdinand Marcos to study the future deve- 
lopment of the group — told a meeting of the Philippine Futuris- 
tics Society on July 27 that it is Asean's political leaders who 
have derailed the Five from their 
original destination. 

"It is difficult to understand 
why, some 15 years and countless 
meetings after Asean's [birth] in 
high-sounding rhetoric in 1967 in 
Bangkok, Asean continues to be 
noted more for rhetoric and self- 
serving pronouncements of its 
achievements than for achieving 
any significant degree of economic 
cooperation," he said. 

Emphasising that Asean has 
started to develop economic ties, 
Sycip bemoans its inability to pro- 
vide even a framework for some- 
thing like (for example) the long- 


touted but  yet-to-be-approved 
Asean industrial joint-venture 
agreement. Frustrated at 


economic ministers’ inaction he 
says that, if Asean cannot agree on 
a basic framework within the year 
— it has beentrying for the past 
two years —ĦA sean should simply 
"dump member countries who 
clearly — in present circumstances 
and in their present state of mind 
— do not belong in the Asean 
economic community." 

He said: “Better a smaller but 
working economic community 
than a larger ineffective communi- 
ty whose most conspicuous activi- 
ty is issuing futile statements on 
Cambodia." For an advocate of 
the Five, that is a pretty cynical 
statement. 
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For the Philippines, however, Asean has had advan- - 
tages, in many instances derived from Manila's need to 
move away from the fringes into the Asean fold. But 
again, like many Filipino political pontifications, pro- - 
Asean rhetoric has been used to alter the form rather than _ 
the substance of either political or economic policy: ай 
with the rest of Asean members, the use of the economic | 
organisation has been of far more political value than on E 
the economic front. T TN 
First of all, simple membership in Asean has allowed the - 
Philippines to shed some of its American political tinge. Despite | 
Marcos's continuing desire to reaffirm the special relati 8 
Manila maintains with its former coloniser — the US — Asean _ 
has given the country the appearance at least of holding an even — 
more special relationship with nations which, while staunchly - 
anti-communist and predominantly free-market-orient a 
determine common interests based on regional concerns 1 
rather than following dictates of a strategically minded'super- - 
wer. ў 
E Brom the ill-fated days of 1963 when Maphilindo (Malaysia- - 
Philippines-Indonesia) was brought into being, regional coope- _ 
ration has come a long way. Then, Malaysia's British-inherited _ 
independence was spiralling towards Konfrontasi with Chinese - 
communist-leaning Sukarno in Jakarta, while the strongly US- 
influenced democratic administration of former president Dios- | 
dado Macapagal was promulgating historical and territorial 
claims on Malaysia's new state of Sabah. ts gs 
















ut President Suharto’s military rule vanquished the Left 
B: Indonesia; the growth of Malay nationalism has _ 
brought about a tough, independent Malaysia und 
Prime Minister Datuk Seri Mahathir Mohamad; in Manila, 
democracy US-style was cast aside for the eight-year institution 
of martial law and the continuing dominant personality of Mar- 
cos. Asean has provided the common strength of a regional unit. — 
For the Philippines, Asean's pri- - 
mary usefulness is to tie it closer to — 
the region which it fringes. — 
Intellectuals, who occasionally | 
switch their pro-Marcos stance to | 
a more nationalistic tilt, hope- 
Asean will eventually draw Man- 
ila even further into the regional - 
fold, away from too much US in- _ 
fluence. Occasional Indonesian . 
and Malaysian sarcasm at Asean's _ 
ability to appear neutral with US | 
bases in its territory finds many — 
sometimes surprisingly sympathe- | 
tic — ears in the Philippines 
among those who want to do away 3 
with the bases. i 
However, for the governments _ 
of Asean the converse argumen 
holds too: with the Phili e 
among the Five, a tacit and con- 
tinued US presence and 
are to a large extent guaranteed | 
for the region. While professi 
neutrality, Asean likes the 
présence as long as it is quiet 
militarily and supportive politi- – 
cally. US bases in the Philippines | 
supply many of the physical ге? - 
quirements, if not some political — 
ones as well: directly opposite _ 
Vietnam's huge Cam Ranh Bay _ 
naval facilities, they can be used t 
monitor Soviet influence in 79 
seas enveloping Asean. e 
But except for its value in draw? - 
ing Manila closer to regional af- 
fairs, Asean's major political drive. 

















Some down to earth facts. 


When people talk about CSR they usually talk about sugar. But 
today, minerals and mineral exploration are also important parts of CSR's 
activities. 

Pilbara Iron Ltd (68% CSR) participates in the Mt Newman iron ore 
joint venture in Western Australia, an operation with a capacity to produce 
10 million tonnes of ore a year. Gove Aluminium Ltd (51% CSR) participates 
in the Gove bauxite-alumina project at Gove in the Northern Territory. Gove 
Aluminium Finance Ltd (50% CSR) has a 35% interest in an aluminium 
smelter being built at Tomago in NSW. Mt Gunson Mines Pty Ltd (100% 
CSR) mines copper in South Australia. Gold Resources Pty Ltd (100% CSR) 
is developing the Paringa gold leases at Kalgoorlie in Western Australia. 
CSR also has an interest in tin mining in Indonesia through Kajuara Mining 
Corporation (50% CSR) which has a 75% interest in PT Koba Tin. 

Projects planned for development include an iron ore deposit at 
Yandicoogina in the Pilbara region of Western Australia and oil shale at 
Julia Creek in Queensland. 

CSR's other activities include coal, oil, gas, chemicals and building 
materials. 

CSR, managed and substantially owned by Australians, began in 
sugar in 1855 and has developed into one of Australia’s large, diversified 


and growing companies. 
CSR Limited 
1 O'Connell Street 
Sydney 2000 Australia 
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Asean's front-liner against 


A 3 
th ts 
the communis 
Ц 
— By John McBeth in Bangkok 
_ Fg wiailand has been Asean's effective frontline state since the 
А Т“ of the organisation through the Bangkok De- 
| M. claration in 1967. But the impact of that uncomfortable 
‘Status was not fully felt until Vietnamese armoured columns 
_ struck across Cambodia nearly 12 years later, even if the 
| xenophobic Khmer Rouge had given the Thais a bloody taste of 
cohabitation with a violently unfriendly neighbour. 
While realities have forced Thailand to rely on China and to 
some extent to act as a counterweight to Soviet-backed Viet- 
namese influence, Asean — founded to a large extent in the 
realisation that big power communist rivalry would eventually 
| manifest itself in the conflicts of Indochina — remains the cor- 
| nerstone of the kingdom's foreign policy. 





ATL 


4»! We feel that Asean is doing well both in terms of diplomacy: 


| and economic cooperation," says a Foreign Ministry spokes- 

| man. “We have established a.babit of working together in close 

| consultation. We reach decisions through consensus. ‘We do not 

| impose our views on each other. We are broadminded and flexi- 
ble. This is what gives our organisation its cohesiveness and resi- 
lient strength." 

| Thaiofficials take pride in the fact it is that very resilience that 

__ has defied all the cynics who sneered at Asean in 1967 and said it 

- would not last: and they probably have good cause to do so, con- 
| iani that, while the five member states share a common con- 
Cern with security, they are not in common agreement on what 

constitutes the main threat to peace and stability in the region. 
The differences, however, are not quite as wide apart as they 
| are often portrayed. Malaysia and Indonesia are inclined to 
| take a more benign view of Vietnam because they see it as a bar- 
_ Hier to future Chinese ambitions. Thailand, for its part, has just 
|. as much cause to be suspicious of Peking's long-term intentions, 
_ but its position is complicated by a history of rivalry with Hanoi 
` апа by the more immediate threat posed by 160-180,000 Viet- 

- namese troops in Cambodia. Thai officials are fond of repeating 
| the old adage: “It is more important to deal with the tiger at the 
| door than the tiger in the jungle." 
| Generally, Thais appear not to question whether Asean has 
| the stamina to keep pace with such political marathon runners as 
_ China and Vietnam who think in terms of decades rather than 
А simple years. They draw comfort from the fact that UN resolu- 

_ tions on Cambodia provide not only a stable diplomatic plat- 
È form, but also plenty of room for manoeuvre within the 
| framework of the grouping itself. 
Foreign policy-makers are equally buoyant about economic 
_ cooperation and say those critical of Ascan's slow progress fail 
| to understand the organisation's way of making decisions by 
| consensus. “We want to proceed with our economic cooperation 
| Step by step," said one official. “We started off with large-scale 
| Asean industrial projects, some of which are coming on stream 
‚.. We are making steady progress with our preferential trading 
arrangements [and] we have started industrial complementa- 
tion. We are on the point of going into joint ventures. There is 
now very good interaction between public and private sectors in 
| Asean. This is as it should be for private sector cooperation 
Strengthens the fabric of Asean economic cooperation as à 
whole." 

_ Not everyone is as happy. Democrat Party leader and former 
| foreign minister Pichai Rattakul acknowledges Asean's dip- 
| lomatic achievements, but feels there is a need for more balance 

in the relationship and expresses deep disappointment that 
Malaysia's urea plant is the only Asean project which has been 
completed so far. "There has been too much emphasis on the po- 


| 
| 
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Boonchu: ‘We need integration, not cooperation." 





litical side," he said in an interview. *What they seem to have 
forgotten are economic matters and I would like to see a better 
balance on both sides." 

Former deputy prime minister in charge of economic affairs 
Boonchu Rojanasathien feels the progress of economic coope- 
ration so far has been more suited to the 19th century than the 
latter half of the 20th, putting this down to Asean's failure to set 
any real goals. *I don't think we need cooperation any more," he 
said in a speech earlier this year. “What we need, what 260 mil- 
lion Asians need, is integration, at least in the economic area, 
and that's going to involve some short-term sacrifice for long- 
term gains." 

Boonchu feels there are five levels of integration applicable to 
Asean: 

» А free trade area, with the implied removal of quantitative 
restrictions and customs tariffs. ' 

» A customs union unifying the tariffs of member countries 
against non-members. 

» Acommon market in which all restrictions on factor move- 
ments within an area are removed. 

» An economic union where economic, monetary, fiscal and 
social policies are harmonised to a certain degree. 

» A supra-national union where individual governments 
abandon their authority to a supra-national organisation. 

The banker-turned-politician has recently been sounding out 
government and business leaders in the region on their feelings 
towards the establishment of an Asean common market by 1990, 
a concept he sees as a natural counterpart to current unity in 
foreign policy and one which falls into line with calls by senior 
Singaporean and Malaysian officials for bolder initiatives in 
economic cooperation. 
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TOWARDS A SUCCESSFUL HOUDAY. 














Malaysia, Singapore and Thailand. An exciting kaleidoscope of 
holiday locations. Romantic tropical islands. Miles and miles of beautiful 
beaches. Evergreen cool mountain resorts. Exotic multicultural cities. 
Like choosing one exquisite orchid from a whole basketful. 

Only The Merlin — the largest hotel chain in this region has the 
right hotel for your vacation at each of the most select locations, 


And the beauty of it is, one 
telephone call or telex arranges a 
complete multi-destination holiday. 


Merlin Hotels 


Your complete host. 





For Enquiries and Reservations: 


Merlin Hetels Group — Interhotel Reservations System Bangkok Sales/ * Utell International — 

posi nd Neon President -— Hotel Reservations Office Worldwide Offices 

2 Jalan Sultan Ismai 181 Kitchener Road 8th Floor, Kong Boonma Building . Booking 

Kuala Lumpur, 04-04, Malaysia. Singapore 0820. 697-701 Silom Road E LM Kong, Manila ў 
Tel: 03-480033/420033 Tel: 02-2985155 Bangkok, Thailand. Taipeh and Singapore а 

Ext. 1327 Telex: МА 30487 Telex: RS 26711 Tel: BKK 2330802, 2347190-9 
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Jaw-jaw is better than war-war 


— Official 


By K. Das in Kuala Lumpur 


sean was born of a conflict the epicentre of which was 
A v». The late Indonesian president Sukarno's con- 
frontation (konfrontasi) policy which threatened. to 
“crush Malaysia" (ganjang Malaysia) came to an end in 1965 
with the communist-inspired Gestapu coup in Jakarta, but be- 
fore that the Philippines had entered the picture with then presi- 
dent Diosdado Macapagal throwing in his lot with Sukarno in an 
attempt to prevent the formation of Malaysia. The Philippine 
claim to Sabah which was launched by Macapagal remains one 
of the more serious irritants in Malaysian relations with any 
Asean ner. 

Konfrontasi also destroyed the original association — called 
the Association of Southeast Asia (ASA) — and Asean was 
formed; it is now almost forgotten that one of the crucial reasons 
for the five-nation grouping was to bring peace after that un- 

‚ happy period which saw British troops in Malaysia in their last 
serious engagement east of Suez. The 
Five-Power Defence Arrangement also 
came to flower in that period with Austra- 
lia, New Zealand and Singapore involved 
in military manoeuvres with Britain and 
Malaysia. 

Singapore's withdrawal (or expulsion) 
from Malaysia in 1965 also created ten- 
sions which the formation of Asean served 
to improve over the years, though Singa- 
pore leaders tended to downgrade the use- 
fulness of the grouping in the first couple 
of years. 

Malaysia also had diplomatic problems 
with Thailand, primarily because of Mus- 
lim irridentist movements in the province 
of Pattani in south Thailand which borders 
Peninsular Malaysia's northern states. 
Communist Party of Malaysia (CPM) 
militants, who had been forced by British 
and Malaysian troops into the mountainous jungle borders by 
1960 after a wasteful 12-year guerilla war on the peninsula, en- 
joyed Thai sanctuaries because of Thai reluctance to permit hot 
pursuit by Malaysian troops. The quid pro quo they wanted was 
the option to pursue Muslim rebels into Malaysian territory — a 
concession that the Malaysian Government could not openly 
agree to because of strong Islamic sentiments in the border 
states of Kelantan, Kedah and Perlis. But increased cooperation 
under the Asean umbrella brought about a change of heart and 
the mid-1970s saw the beginning of a concerted effort to wipe 
out CPM remnants. Discreet diplomacy also saw the gradual 
elimination of Muslim sanctuaries across the border on the 
peninsula. 

In Kuala Lumpur the cause for satisfaction with Asean is the 
reduction of conflict between the five partners. The potential 
was extremely high 20 years ago and the machinery for handling 
disputes then hinged on the British presence. The formation of 
Asean in 1967 was followed in 1971 with the concept of a Zone of 
Peace, Freedom and Neutrality (Zopfan). Contained in the 
Kuala Lumpur declaration of November 1971, the idea was 
greeted with some scepticism and produced a Moscow version of 
a peace zone for the Indian Ocean — an idea which was rejected 
out of hand. Ten years after the declaration, Asean's chief offi- 
cial in Kuala Lumpur Yusof Hitam declared that the Five had, 
for all practical purposes, met the principles for the zone con- 
cept. But he added that, while there was peace, freedom and 





neutrality in the five countries, Asean could not declare that 
there was such a Zopfan because of the conflict in Indochina. 

Malaysia's preoccupation with the Zopfan — officials claim 
the idea was born here — was dramatised at the end of 1981 
when Malaysian envoys from all over the world converged on 
Bangkok for a fact-finding tour of the Thai border with Cam- 
bodia. Though the mission was touted as necessary for first-hand 
knowledge of conditions on the border, the obvious value was to 
demonstrate to Thailand (as the frontline state in the Vietnam- 
ese conflict with Cambodian liberation movement) the Malay- 
sian concern with the war spilling over the Thai border. 

Not surprisingly, Kuala Lumpur this year hosted the signing 
ceremony for the formation of the Cambodian resistence coali- 
tion after other partners played their roles in bringing together 
the murderous Khmer Rouge, the Kampuchean People's Na- 
tional Liberation Front under ex-premier Son Sann and 
Moulinika leader Prince Norodom Sihanouk. Among Asean 
positions, Kuala Lumpur's has been relatively easy for Vietnam 
to handle and relations between Hanoi and Malaysian leaders 
have been without too much rancour. Malaysia's anti-com- 
munist position has tended to see China as a graver threat than 


CPM-hunters (1950): some militants soldier on in the jungle 





Vietnam over the years and, until the Vietnamese invasion of 
Cambodia, some warmth in relations with Vietnam was obvious 
and aid programmes for Vietnam's post-war reconstruction 
were already in the pipeline. 

The onslaught of Vietnamese refugees on Peninsular 
Malaysia's east coast in 1978 changed all that and it was Malay- 
sian initiative rather than Asean's that stemmed the tide which 
in 1979 saw some 75,000 Vietnamese boat people washed up on 
the beaches and islands. Asean backed the Malaysian position 
that the refugees be accepted by third countries or see them 
pushed back into the sea. There are few refugees left today in the 
island camps of Malaysia and Indonesia. 

Asean remains Malaysia's central foreign policy plank. Apart 
from keeping the peace through a continuous dialogue since the 
formation of ASA, there have been few dramatic achievements 
by the grouping. Trade among Asean partners rose from 
M$16.111 billion (US$ 7.005 billion) in 1976 to M$45.535 billion 
in 1980. In this period Malaysian exports to the other partners 
rose from US$1.138 billion to US$2.896 billion. Imports rose 
from US$548 million to US$1.777 billion. The growth is hardly 
scen as insignificant, but the critical industrial complementation 
programme remains stymied. Though tariff barriers have been 
lifted on hundreds of items, the crucial value of the grouping still 
remains political and Malaysian officials seem satisfied that after 
15 years Asean has firmly institutionalised the notion that jaw- 
jaw is far better than war-war. [г] 
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vas formed in 1967, some of its members 
| expectations and hopes for it. Established 
nomic organisation, it was expected to be pro- 
such, though the members also felt that social 
anges would form an integral part of regional 

































ntary forms of economic cooperation were 
attempts have been made recently to.change 
fically through raising the amount of goods qualify- 
tial tariffs and — more importantly — seriously 
possibilities for a market exclusivity concept to pre- 
dustries being set up in member states which would 
vith joint Asean projects. 
ntext of economic cooperation, Singapore has stuck 
sore thumb, its free-port open-economy principles 
st.the economic nationalism of its Asean; asso- 
thout export and import duties itself, it has no- 
id everything to gain from the breaking down of 
it has also to be watchful how economic coopera- 


tance, in theory, an economic organisation should aim 
ience to become a free trade drea (FTA), a customs 
common market and finally an economic union. Asean 
Scussions, sources say, on the possibilities of an FTA 
stoms union, but has found considerable differences of 
long Various members of the association. 

le Singapore is keen on an FTA, it stands to lose out from 
ms union. On the other hand, other Asean members — 
larly Malaysia and Indonesia — are said to be keen on a 
s ünion. 

‘A — defined by zero tariffs among members who are 


greatly benefit Singapore. It would remove the very 
al existing tariffs imposed by fellow Asean states, mak- 
ingapore's earnings through redistribution and sales of 
nsumer items — a major attraction for tourists — hard 
€ by. Malaysia's decision last year to abolish import taxes 
ourite tourist items had a negative effect on Singapore's 
ith its neighbours, but officials here maintain the island 
gain on balance from an abolition of 
main benefit would be to raise the compet veness of Sin- 
re’s industries: present tariffs serve to protect less efficient 
tensive industries in other Asean states also suffering 
port duties on machinery and raw materials. 
he other hand; Singapore does not want à customs union 
ould be required to erect tariffs against non-Asean coun- 
hereby damaging its historical free-port status. Such 
s would presumably also be applied to imports of machin- 
ind raw. materials, which would obstruct Singapore's at- 
to upgrade its industries and compete with non-Asean 
ies in producing capital-intensive goods for both Asean 
on-Asean markets. There is also the spectre that a com- 
Asean tariff wall against outside countries could become in- 
gly protectionist, thereby stepping up counter-tariffs in a 
ionist war: 
carly, being by far the most developed nation in Asean — 
he only strictly industrial one with no agricultural or min- 
interland of its own — poses problems of cooperation with 
essentially primary-producer Asean members. Hence Sin- 
ore has kept visibly on the sidelines in the Asean industrial 
lementation programme and Asean industrial projects ap- 
d in the late 1970s. 
though Singapore does not expect much to come out of 
ic cooperation in Asean in the foreseeable future, it 
€ to have a foot on the scene, requiring it to pro- 
semblance of interestedness. There are signs now that 
finally moving towards. less ephemeral economic 












































to set their individual tariffs against non-member countries 








The preferential tariffs agreement, йен reducing: intra- 
Asean tariffs by 20-2596 on imports. with values. between 
US$50-500,000 — a nominal concession — is likely to be ex- 
tended to imports valued at less that 5$ illion with effect 
from July 1980 and imports worth up to t 
fect from September 1982. 

Some form of agreement may also ber 
Asean economic ministers’ meeting in Novemb 
exclusive Asean.market for future joint ventur 
hibition on new competition. The products. о th 
would have a minimum 50% ай prefer un 














membership of 
Asean lies in two areas. Firs scheme of 
preferences (GSP) signed betv | 

and the US, the EEC and Japan on th 
to have a higher quota of ex co 
as an individual country (because 
sified as local content). Secondly, Sing: 
the image of a developing coi 
ship against attempts by son 
sify it as a newly industriali: 
from preferential treatment. 
Singapore's main benefit so fa | embership of Asean 
has, however, been in political and diplom fields: and itis in 
these areas that its interests and hopes now lic. > 
Being the smallest nation in Asean — Singapore’ s total агеа іѕ 
620 sq. kms — any politic t for the country could be de- 
rived froni plugging its lone into a regional chorus. This is 














ingapore's main economic benefit 








nations to re-clas- 
would. exclude it 









aptly demonstrated by the skilful way it has succeeded in press- 
‘ing its views on the Cambodi. 


conth : in ‘Asean and its sub- 









Asean cólleagues wanting 
gapore had original hopes о 
— which it did — even 
success. ES ; 

Informed sources say Indonesia would have pi ferr Asean 
to adopt a softer tone towards Vietnam on the Cambodia issue, 
but it did not want to contradict publicly the positions of Singa- 
pore and Thailand which wanted nothing less than the with- 
drawal of Vietnamese forces from Cambodia. Indonesia has a 
territorial dispute with Vi er waters near the Natuna Is- 
lands where Indonesians are involved in oil exploration. 

Singapore, pinned between two neighbours sharing a com- 
mon Malay culture traditionally hostile to Chinese influence, 
might have its security interests served two. ways: through its 
Asean membership. é 

One way would be to forge closer defence’ ‘relations among 
Asean members through mutual ties with the same power — the 
US. Singapore hopes Aséan will become a bulwark against 
Soviet influence and this hope is probably shared by other Asean 
countries. Singapore is aware, however, of th sitivity China 
arouses in the region, specifically in Indon nd Malaysia 
with their deep fears of Han imperialism: De ts predomin- 
antly Chinese population Singapore has therefore called on 
Japan to play a greater role in regional security by presumably 
relieving the US to defend Southeast Asia should the need 
arise. 

The second way would be through breakin gdown cultural and 
traditional antagonisms among Asean countries through the tre- 
mendous increase in intra- -regional tourism which has resulted 
from liberalised travel restrictions: Singapore’s Westernising in- 
fluence on the region not only leads to greater elite cohesion but 
affects the masses as ideas filter down. Cultural exchanges could 
also help diffuse the impact of Muslim religious revival move- 
ments in Indonesia and Malaysia, now so threatening to Singa- 
pore's balance of state secularism and religious, including Mus- 

im, minorities. 
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photographs are prominently displayed: an enlarged d dm of 
Singapore's Prime Minister Lee Kuan Yew, a photo of former 
secretary-general Kurt Waldheim autographed to the ambas- 
sador *with warm regards and best wishes" and, in a silver 
frame, a 1967 wedding picture depicting a self-conscious young 
groom and his pretty bride Dr Siew Aing Poh, a physician. 
Today, the Kohs are a close-knit family of four, including two 
sons: Wei, 12, and Aun, 9. 

Canadian LoS Ambassador John Alan Beesley, a former high 
commissioner to Australia and one of Koh's closest friends as 
well as LoS collaborator, shares another addiction with his Sin- 
gapore colleague; both are joggers though, because they live 
some distance from one another in Manhattan they work out 
separately. In New York, Koh jogs in Central Park. During an 
LoS session in Geneva, he joined other delegates in trotting 
along the shore of Lake Leman. 

In a characterisation echoed by many other UN delegates, 
Beesley calls Koh a man whose "intellectual courage, dedication 
to principle and real humility make him not only the ideal dip- 
lomat but a whole human being." The Canadian Ambassador, 
who is chairman of the LoS treaty drafting committee, added: 
*His colleagues not only respect and admire Tommy. They like 
him." In] 
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s new etariat in Jakarta: b donesia's profile has been low. 


(and not Singapore) to decide what they want: undue emphasis 
on military assistance to the anti- Vietnamese Cambodian forces 
was contrary to Asean’s principle. 

But what annoyed this official most was that Singapore had 
announced something without prior consultation. “The sub- 
stance of the Singapore proposal is in line with Son Sann's posi- 
tion, with which we can go along. Singapore felt therefore that 
they could go ahead without consultations. We nevertheless feel 
that internal Asean consultations are desirable as a matter of 
principle before such a proposal is put to third parties,” he said. 


sis of Asean to argue that the regional organisation is in 
fact a military pact which allows Indonesia to have its cake 
and eat it too: that is, Indonesia can maintain a facade of neutral- 
ity while benefiting from a de facto alliance system. It is acknow- 
ledged that there is not, and will not be, a centralised command 
structure linking the armed forces of Asean countries. Nor is 
there a formal collective defence pact which says that an attack 
on one Asean country will be considered an attack on all mem- 
bers. 
What Asean has is ori&s-crossing defence cooperation in the 
form of separate defence arrangements of various strengths (ex- 


S ome observers go beyond the ordinary cost-benefit analy- 
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change of information and intelligence joint-exercises, joint ра 
rols and operations in border areas and exchange of officer train- 
ing) as well as defence pacts to which some members (but not In- 
donesia) are parties — the Five Power Defence Arrangement _ 
and the Manila Pact, for example). In the past the military struc- ` 
tures of the Five were variously modelled after those of the Us, 
Britain, the Soviet Union and to some extent Israel. De facto - 
standardisation now proceeds along US lines to make joint орег- 
ations conceivable and even probable. 

The de facto alliance, loose as itis, adds to Asean's resilience. ^. 
Internally and externally, the alliance will act as a deterrentto _ 
threats. This in turn results in greater international confidence in - j| 
the region and hence in greater capital flows into the grouping. — 
Indonesia's (as well as Malaysia's and Singapore's) claim to — 
being neutral may diminish its credibility to some extent. In fact a3 
the Soviet bloc and some African countries have from time (о 
time characterised Asean countries as Washington's client 
states. But the advantage for Asean is that it is not explicitly a - 
military pact as the Southeast Asia Treaty Organisation was, 
and probably never will be barring momentous changes in reg- 
ional politics. Indonesia will be able to emphasise its neutrality - 
when it needs to do so. 

Economic cooperation is one/areB — 
in which Indonesians admit they had | 
to differ with other Asean me ы 
and could not compromise. In 4 
trially, Indonesia is among the least 
developed within Asean while at the 
same time it is the biggest market. - 
There is a natural fear that any degree | 
of economic integration, involving ex- ' 
changes of tariff and other conces- — 
sions, would result in an uneven distri- | 
bution of benefits. In net terms, other 
Asean manufacturers are likely to _ 
gain at the expense of those at home. _ 
Thus Indonesia has resisted Asean's 
move to introduce across-the-board 
tariff cuts on items traded up to a cer- | 
tain ceiling and to raise the ceilin 
rapidly, so that the effects of tariff 
concessions would become meaning- 
ful. Indonesia has introduced a 
long exclusion list diluting such ef- 
fects. 

With so many Asean meetings, both 
official and private sector, taking 
place each year — scores of them right 
here in Jakarta — and housing the 
Asean secretariat in the heart of 
Kebayoran Baru, the posh residential-commercial sector of the 
capital, Indonesians are likely to be aware of Asean's existence 
and importance. Even the man-in-the-street would have noticed _ 
that in foreign policy, particularly on the Cambodian question, 
Indonesia has acted with Asean. The more active students, who _ 
apparently tend to focus attention on domestic issues, may not 
have participated іп many Asean-wide gatherings and some _ 
businessmen who had expected quick tangible benefits from - 
Asean economic cooperation may be disappointed with the re- 
sults so far. Others have even argued that Indonesia no longer ~ 
needs Asean. , 

Admonishing such a view, one newspaper recently - 
editorialised: *Asean is almost the brainchild of Indonesia. It 
was Indonesia which pioneered the formation of Asean. . . [The 
objective] is to free these countries from outside interference 
and military blocs . . ." The conclusion: “Indonesia should not 
leave Asean but fight in it to safeguard the original aims of 
Asean,” 

As observers see it, Indonesia is perhaps ready to play a more 
significant role in international politics. But whether in the non- 
aligned movement or Opec, or in a more particular forum such: 
as the Islamic Conference, Indonesia is likely to act as part of 
Asean. a 
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year president ofthe assembly session that o 'ned the 
ng September. He was a victim of his own earlier succes- 
€ Soviet bloc, still smarting under the defeat he had 
o inflict on them on the Cambodia and Afghanistan 
lobbied against Koh. As for his friends, agreement was 
I that with the LoS negotiations entering the crucial final 
ороду ‘could be expected to do justice to the two pre- 
‘simultaneously. The assembly election went to Ismat 
of Iraq. 
till four months short of his 45th birthday, Koh was not 
when he arrived here from an until then largely academic 
a University of Singapore law professor to present cre-- 
or what was to be the first of two UN ambassadorial: 
the first from 1968-71 and the second from 1974 to the 
In between, he returned to the faculty of the university; 
ich he had earned a bachelor of laws degree before 
1 to Harvard for a master's апа to Cambridge fora post- 
loma in criminology. 
ally; he expresses nostalgia for the academic lifestyle 
vs to return to its more leisurely pace. To the amusement ` 






















but ЖО role it has 
the establishment and development of Asean and- 

at the regional organisation has served it well. There. 

be а si a that Indonesia, because of its size and B 


rominent strategist of the New ‘Order foreign policy 

sean has allowed Indonesia to achieve a І 

former president Sukarno' s diplomacy * "which had suc- f 
d in antagonising every POP ed Sukarno had In- 


S PVongyang a axis." Even Shen 
кей to be an actor on the 






'am architects of the New Order had in fact sought 
ion with ‘Indonesia's “neighbours even before 
notably when they made clandestine contact with 
d Sukarno's Konfrontasi. The new thinking was 
ceded foreign aid and investment which meant 
a need for domestic stability which, in turn; required 
ility and to play a part in achieving this objective, 
ta explored the possibility of joining a regional. organisa- 
he New Order government continued to value non-align- 
hus organisations which were thought to be United States 
d were ruled out. There was also a desire to set up a new 
ion to satisfy the domestic Indonesian demand for an 
liplomacy and Indonesia was happy to join in the forma- 
f Asean in Bangkok in 1967. 

donesia put a lot of work into the organisation. Asean's sec- 
riat was set up in Jakarta іп 1974 and recently an imposing 
building was completed to house its'still small staff. At one 
the Indonesian assessment of what Asean has achieved is 
te similar to that expressed in other member countries: co- 
iperation within the Asean framework has not only served to 
me and prevent intra-regional conflicts but has 
gthened the position of the group in its dealings with extra- 
alrelations, both politically and economically, it is said. 
arther it is held by some that the expanded structure of intra- 
id extra-regional relationships will result in the creation of a re- 





































































‘the Singapore mission suite 26 floors up in a glass- 


` gional order which has as its bajó thé Malaysia ‘ies of 1971 ofa 


г Supposedly exists between to; 
1 Vietnamese leaders — sharing 


| ficials were clearly upset. А top officiatitold the REVIEW at the 












go by between visits to his Mexican ut, until the LoS in- 
truded, Koh flew north regularly to join his four Ottawa-based 
Asean counterparts for monthly meet to. coordinate posi- 
tions and strategies for dealing en bloc with Canada on n polien 


and trade matters. In addition, hei: i 






















research сан and other forum 
again, the demands of his UN duties have cu 
extracurricular activities. 

The ambassador’s command post isa compact corner 















building across Manhattan’s First Avenue from th 
The blond-wood furnishings consist principally of 
cular conference table and built-in kass stoc 






zone of peace, freedom.and neutrality adopted by Asean in its 
Treaty of Amity and Cooperation of 1976. The ultimate aim of 
Asean is seen as enabling countries in the region to-determine 






















¿their own destiny collectively. There is little doubt that In- 
-donesia would like Southeast Asia, including non-Asean coun- 


tries, to enjoy some autonomy: in global politics with consider- 


“able say in determining the region's future. 


. But so far Jakarta has demonstrated great reserve, conscious 


that too high a profile too soon could worry some ot its neigh- 


bours once more. This self-restraint has in fact irritated various 


domestic groups, some of them recalling Sukarno's flamboyant 
style with nostalgia. On the question of Cambodia, Indonesia 


has been labelled a dove vis-a-vis Vietnam and itis believed that 
the Ministry of Defence is more dovish than the Foreign Minis- 
try. This phenomenon is explained by the mutual respect which 
idonésian military officials and 
volutionary experience — and 
by the Ministry of Defence's Strategic thinking which sees Viet- 
namand the rest of Indochina not just as a buffer against China's 
southward penetration but as part of a greater Southeast Asia 
which must withstand manipulation by great powers. 

Apparently, Indonesia's inclination has been to make peace 
with Vietnam sooner than some of Asean’s hawks favoured. But 
Indonesia has respected Thailand's opinion as a-frontline state 
and Jakarta is not lacking in political willto let Asean work, de- 
spite inevitable internal differences. Another factor has been 
that Indonesia, given its positionin Asean andin the region gen- 
erally, could not be the first to recognise as a fait accompli an in- 
vasion and occupation of a small nation by a relatively larger and 
stronger neighbour. The forcéd:annexation’of East Timor in 
1975 has brought Jakarta enormous diplomatic problems and, 
among Asean countries, Singapore registered its concern by rè- 
fusing to vote in Indonesia's favour for two years at.the United ©. 
Nations. Indonesia's insistence (with Asean) on a Vietnamese 
withdrawal from Cambodia may (at least in part) get the mes- 
sage to its neighbours that it has no aggressive intentions. 

While Indonesia has maintained a low profile in Asean, it has 
been quite explicit in complaining that it felt other member 
countries were sometimes taking it for granted. When Singapo- 
rean officials announced an Asean proposal for the formation of 
a Cambodian government in exile late last year, Indonesian of- 
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A leave-it-to- Tommy 
mystique in the UN 


By Ted Morello in New York 


he decade-long negotiations were dead- 
T again and, turning to a higher 

plane for help, Conference on the Law 
of the Sea (LoS) president Tommy Koh had in- 
vited God to sit in on the deliberations. Frus- 
trated to the brink of despair, Koh appealed to 
the divine presence: "Will we ever get a 
treaty?" The Almighty replied: *Oh, yes. But 
not in my time." 

The story is Koh's, related in various config- 
urations and frequently plagiarised by his col- 
leagues for their own after-dinner speeches. 
But to Singapore's top United Nations repre- 
sentative, his bag of anecdotes is a skilfully 
wielded and effective weapon for easing politi- 
cal tensions, winning over adversaries and 
achieving compromises in the international 
maelstrom churned up by the UN's 157 dispa- 
rate member nations. 

“His stories are always funny and to the 
point, and his delivery, timing and sense of the 
appropriate are superb," a fellow ambassador 
remarked. That attribute, combined with his 
universally acknowledged integrity, intelli- 
gence, precision, negotiating skill, political 
acumen and the ability to articulate have won 
him the admiration and respect — only occa- 
sionally grudging — even of his adversaries. It 
has not been an unmixed blessing; a kind of 
leave-it-to- Tommy mystique has grown up that 
has saddled the ambassador with what a West- 
ern diplomat given to understatement de- 
scribed as "tasks that are politically and intrin- 
sically complex." 

Others described his assignments less deli- 
cately as “missions impossible." The demands 
of office he inherited with the LoS presidency 
is only the most recent example. Earlier, as the 
unofficial but unchallenged strategist and 
spokesman for Asean’s UN contingent, he had 
steered through the general assembly an 
Asean-sponsored resolution that for the first 
time recognised UN competence in the Cam- 
bodia dispute. The measure, adopted in 
November 1979 by a landslide 91-21 vote, 
broke through the wall of resistance thrown up |} e 
by the Soviet Union and its allies. The resolu- 
tion called for a ceasefire in Cambodia with a 
Vietnamese troop withdrawal and paved the way for establish- 
ment of the UN conference on Kampuchea (sic) under the presi- 
dency of Austrian Foreign Minister Willibald Pahr. 

Two months later, Koh was handed the behind-the-scenes 
role of rallying support among delegations unenthusiastic about 
offending Moscow by voting openly for assembly condemnation 
of the Soviet invasion of Afghanistan. Delegates from front-line 
Pakistan praised Koh as a skilful tactician whose persuasive 
powers were invaluable in winning over the reluctant delega- 
tions and helping to produce a near-solid bloc against the Soviet 
alliance. The resolution, the first of what was to become a series 
of assembly troop withdrawal demands, was adopted in January 
1980 by a vote of 104-18 with only 18 abstentions. 

But of all the assignments inflicted on him, none was more un- 
welcome to Koh than the presidency of the LoS conference. 
Even before the death of Sri Lanka's Shirley Amerasinghe, con- 
ference president from its 1973 inception, it had been tacitly 
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Koh: the Almighty gave him an evasive answer 


agreed that no successor other than Koh would be acceptable 
to the jigsaw of factions jockeying for a politically, econo- 
mically, militarily and geographically advantageous LoS treaty 
text. 

Yet when the time came, Koh resisted nomination partly, 
some of his colleagues say, in deference to a close friend and ac- 
tive aspirant to the post: Fiji's Satya Nanda. An equally compel- 
ling consideration probably was that, politically astute as he is, 
Koh realised that his election to the LoS chair would jeopardise 
his chance of winning the General Assembly presidency, a post 
his government was most anxious that he should fill. 

Eventually, the LoS conference drafted Koh. On March 13 he 
was elected. by acclamation to break the deadlock created by the 
refusal of either Nanda or Sri Lanka's Christopher Pinto to with- 
draw from the race for the LoS presidency, by gentlemen's 
agreement a job reserved for an Asian. 

As expected, the election wrecked Koh's chances of becoming 
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Opened last year, Genting's Convention restaurants offering Malaysian, Chinese and 
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Try to imagine Hong Kong 
without Hongkong Land 


Established in Hong Kong in 1889, The Hongkong 
Land Company Ltd is today one of the most valuable 
property-based companies in the world with total assets 
exceeding HK$ 25,900 million 


Hongkong Land owns some 9 million sq. ft of 
lettable space throughout the Pacific region. Its prime 
portfolio comprises 3 million sq. ft of commercial space 
in the heart of the central business district of Hong Kong 
By 1987, developments in progress will have increased 
this city centre holding to 5.2 million sq. ft 


Hongkong Land's Dairy Farm Group of Companies 
operates throughout the Pacific region, in Australasia and 
in the People's Republic of China, in airline catering and 
in food production and distribution, together with more 
than 200 supermarkets and retail outlets 


Hongkong Land's portfolio of properties and developments in progress 
in the central business district, Hong Kong 


Hongkong Land's Mandarin International Hotels 
develops and operates luxury and first class hotels. They 
include two of the world's finest — The Mandarin, Hong 
Kong and The Oriental, Bangkok. With four new projects 
in hand the Company's latest to be announced is The 
Vancouver Mandarin 


Hongkong Land, Dairy Farm and Mandarin International 
Hotels make up the three main operating divisions of 
The Hongkong Land Group, which also holds major interests 
in trading and utilities 


Hongkong Land is quoted on the Hong Kong and 
Singapore stock exchanges and is listed in London 


For a copy of the Annual Report, please write to The 
Hongkong Land Company Ltd, Alexandra House, Hong Kong 


The Hongkong Land Group 


Hongkong Land * Mandarin International Hotels * Dairy Farm 
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i issue of how much preference should 
accorded to AIC products and for what period, as well as the 
ad-and-butter issue of which country — and more con- 
ely, which manufacturers in that country — should enjoy 
h: preferences, сог ined to create an enormous task of 
al level free trade proponents (not- 
ent) managed to shorten the period 
ow companies which are not privileged 
he market provided their products were 
ean. On the practical level, member 
for themselves the same, apparently 
ch as engines). So items allocated 
best for the countries yet it was still difficult 
try should get which items. 
of talks a basic agreement on AlCs to apply 
| hemes was signed last year and at the 
entation package of motorcar pro- 
implemented. Under this scheme In- 
diesel engines (80-135 hp), motor- 
‘Malaysia — spokes, nipples, drive 
lesa g chains for motor vehicles; the 
y panels for passenger cars, transmissions, 
p ‘universal joints, oil seals, V-belts; and 
‘panels for commercial vehicles of one ton and 
brake drums for trucks and heavy-duty shock absorbers. 
een agreed that these products will enjoy a 50% margin 
erence under the PTA and that other non-tariff prefer- 
are to be negotiated bilaterally among countries. 
n is divided on whether AIC schemes will proliferate 
hat the test case of motor complementation has taken its 
tep, or whether they will fizzle out. The group which has 
orking on motor complementation has already identified 
cond package and is talking of third and fourth packages. 
here is scepticism even among the group whether the sec- 
| package can ever get off the ground. Final products other 
ars have seen little progress in the concept of a division of 
r along AIC lines. Zi 
rating as they were, the debates and the horse-trading 
ch went into AIC schemes were invaluable in deepening the 
icipants’ understanding of factors involved in economic co- 
tion and economic integration. Theresare those who hope 
he history of the AIC schemes will be fully documented and 
available to the public. Out of the discussions was born the 
or another type of regional.economic cooperation, Asean 
istrial joint ventures (AIJV). First initiatives for AUVs 
e from the private sector spearheaded Бу the Asean 
mber of Commerce and Industry, which was ‘discouraged at 
OW. progress towards complementation and tended to 
ie the governments for being too cautious. Thus the em- 
is was on flexibility and speed and on avoiding major obsta- 
the AIC schemes were facing: 
IJVs are private sector equivalents of AIPs ‘enjoying 
ity and: tariff preferences similar to AIC: products. 
hus far proposed include a magnesium clinker plant and 
ty paper mill, as well as mini-tractor, headfight, carburet- 
and rear-axle projects. An АШУ requires only two particip- 
countries instead of five (or actually four, since Singapore 
nee again effectively dropped out) for an AIC package. 
while a given package under the AIC scheme must com- 
products in a given industrial sector (such as cars), AIJVs 
void such complexity. Further conceptual changes are 
g proposed to give AIJVs even more flexibility and increase 
г attractiveness to the private sector. The most important is 
concept of freedom of location whereby the private sector is 
е to locate projects anywhere within the territories of par- 
sipating member countries in a given ATV scheme. Asean of- 
fictals аге now close to endorsing a basic agreement on ALJVs. 
natural progression from AICs and less rigid AIJVs would 
ет to be joint ventures which do not call for special privileges 
f exclusivity or preferred tariff rates) from the government at 
I 











are somehow 
uragement of 


promotion of intra-Asean joint ventures 
given an Asean: characteristic through th 












fact, the private sector has already been considering the 


guish from intra-regional jo 


the market artificial and non-viable in the lon; 


are on the rise. One possibilit | 
tensive trial and error, Asean officials and businessmen would 
conclude that there is no need to impose rigorous requirements 
and closely control intra-Asean economic cooperation schemes. 
Given that all five countries are doing олау vies economi- 
cally and that Asean has achieve 1 
some observers feel that ope 
















































































hat ан 
intervention should be Hopped | becau e t work. Giving 
up preferences and concessions origini | 
of Asean is also seen in the effort to creat 
the Asean bankers acceptance market. At first 
argued as if the Asean-ness of the scheme justified h 
port from their respective monetary authorities. 
come to the view that preferences and cone 


integration, the fact that the Five disparate economies are at 

different stages of economic development and that therefore 
it is difficult to achieve an even distribution of benefits accruing 
from integration, is probably most important, It is not yet clear 
whether intra-Asean schemes will ever succeed and whether this 
will depend primarily on government efforts or. on market 
forces. Asean now has a better idea of how much it can expect to 
achieve and of how far each country wants to go in economic co- 
operation. These will provide a more clear-cut criterion of suc- 
cess. It may well decide that for the time being. opportunities 
for cooperation, insisting on a consensus approach to deci- 
sion-making and on an equal five-way participation, are quite 
limited. 

Interestingly, i in this connection, some Ásean: thinkers are be- 
ginning to show greater interest in the so-called Pacific Commu- 
nity, a concept which most Asean governments and. Pom 
leaders treated with suspicion whenat was fashiona 
ago. The fear was that, among other : 
economic cooperation among Pacific. Basi ies W 
lute cooperation efforts within Asean and that the Pacific 
scheme would benefit only the major economic powers of great- 
er size such as Japan, the United, States, Canada and Aus- 
tralia. But now that it has been accepted by all that the Pacific 
Community could not materialise without active participation of 
Asean, some individuals in Asean (as well as in other Pacific 
Basin countries) are giving serious thought to the concept. Re- 
cently a conference organised by the Thai Pacific Economic Co- 
operation Committee (headed by Deputy Premier Thanat Kho- 
man) and Escap (United Nations Economic and Social Commis- 
sion for Asia and the Pacific) concluded: “The economies of 
Asean are closely linked to the economies of other Pacific Basin 
countries and economic cooperation with these countries would — 
enhance economic progress of Asean:" Further studiesare plan- 
ned. 

While intra-Asean economic cicipesation has been slow to 
materialise, Asean has achieved much in its relations with third 
countries and international organisations. Acting as a group, the 
Asean Five have managed to gain benefits in the form of aid or 
trade concessions. In civil aviation, Asean's collective position 
was severely tested but in the end the Five managed to come 
through united against Australia's alleged protectionist policies. 
Aséan has established regular dialogues both at official and pri- 
vate levels with Australia, Canada, the European Economic 
Community, Japan; New Zealan the US. South Korea has 
also established stronger ties ‘Asean countries on an indi- 
vidual basis. Significantly, with the:exception of the EEC, all 
these countries are in the Pacific Basin. As Asean continues 
these relationships separately, it may find it useful to talk with all 
dialogue partners in one gathering. In fact, some observers see 
the beginnings of the Pacific Basin Community in the annual Ex- 
tended Asean Foreign Ministers’ Meeting, in which ministers 
from the dialogue partners participate and which is 


I is realised that of the many fa 























tighter organisation than some of the то, modest 


are involved in this approach are usually important for the coun- 
tries concerned. 

Discontinuation of voluntary offers may be discouraging to 
advocates of greater economic cooperation but this may be com- 
pensated by the so-called across-the-board tariff cuts to little- 
traded goods which were started in 1980. At first it was decided 
that a 20% margin of preference would be extended to all items 
with import value of less than US$50,000. This ceiling has been 
raised progressively — and rapidly — to US$1 million. Now 
Asean trade officials are studying the implications of raising the 
ceiling further to US$2.5 million. Thus across-the-board tariff 
cuts may replace voluntary offers to enhance preferential trade. 
But when the new approach begins to bite there will be resist- 
ance. Already provision has been made to allow countries to 
exclude items from across-the-board treatment and indeed some 
countries have made long exclusion lists which reduce the effects 
of the innovation in concession exchange. 

Even before all the government-owned, large-scale industrial 
projects — the so-called Asean industrial projects (AIP) — can 
get started, observers feel that the four projects now planned 
may end up being the first and last set of AIPs to be launched. 
The idea was for each member country to build a major plant as 
an Asean project to achieve economies of scale, with other 
members giving products from the plant preferred access. AIPs 
received a boost when former Japanese prime minister Takeo 
Fukuda pledged US$1 billion aid for them in 1977. Since then 
progress has been slow and Singapore, which was to build a 
diesel engine plant, dropped out maintaining a token 195 in- 
terest in the other projects. Delays in the start of projects were 
caused by many factors — the Philippines, for example, changed 
its mind several times before deciding on a copper fabrication 
plant as its AIP — but Japan, so far the only country to put up 
money for AIPs, tended to get blamed for them as well as for al- 
legedly trying to monopolise contracts to build AIP plants. 


most advanced. It has progressed rapidly since the Japanese 
last year agreed to finance the entire cost overrun of US$90 
million and was 36.6% complete at the end of January. The pro- 
ject will be completed in late 1983 or early 1984. Malaysia's AIP 
— another urea project in Sarawak — is also about to take off. A 
loan package of #48 billion (US$187.13 million), constituting 


Г“ urea plant, under construction in Aceh, is the 


Fukuda (with spectacles) and Asean Council of Japan alumni: he gets the blame. 
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about 70% of the cost of the project, was negotiated and the ex- 
change of notes was signed early this year. Malaysia was not 
quite happy about the fact that the cost of Japanese funds (a 
composite interest rate per year of over 5% ) was higher than for 
the Indonesian project. Kuala Lumpur argued that since it is an 
Asean, rather than purely domestic project, Japan ought to im- 
pose common loan terms applying to all AIPs. But Tokyo's 
Overseas Economic Cooperation Fund (OECF) stuck to its 
policy of providing concessional financing at terms which 
are thought to match the recipient's economic condi- 
tons. 

Thailand’s soda-ash project has been delayed largely because 
there was disagreement domestically as to where the plant 
should be built. But now Bangkok appears ready to go ahead. 
Manila, too, seems determined to carry through the copper fab- 
rication project. The fact that the Japanese have insisted on 
doing their own feasibility study of proposed AIPs has become a 
big issue in the recent past, with Asean officials complaining that 
this has contributed to delays and that Japanese feasibility 
studies have tended to favour Japanese contractors and equip- 
ment exporters. Complete untying of the so-called Fukuda fund 
is being called for. Apparently Manila is so annoyed at Japanese 
insistence that it has openly suggested seeking other sources of 
funds for its AIP. The Japanese have argued that since they are 
lending money — albeit at favourable terms — to projects which 
must be essentially and commercially viable, they should be al- 
lowed to be absolutely certain of the projects' feasibility. 

The dispute will probably not come to a head because, once all 
four projects are under way, further AIPs are not likely to fol- 
low. With urea from Indonesia and Malaysia expected to come 
on stream in the near future, Asean officials are now paying 
greater attention to arrangements for mutual trade in AIP pro- 
duets. A specific question arose regarding member countries’ 
market support for the Thai soda-ash project when Indonesia 
proposed to build its own soda-ash plant. Indonesia undertook 
to guarantee to take the Thai product at a previously envisioned 
level that would not affect the viability of the Thai project. Sub- 
sequently Asean officials agreed in writing that each member 
country must guarantee to accept products from AIPs as as- 
sumed in the feasibility 
studies to ensure the suc- 
cess of these projects. 
On tariff preferences to 
be accorded to AIP pro- 
ducts the current ruling 
is that the products will 
enjoy for five years a 
preferential margin en- 
joyed by Asean indus- 
trial complementation 
(AIC) products. 

AIC schemes, in which 
each country produces 
parts or components ofa 
product (say, cars) on an 
exclusive basis and trades 
them with other member 
countries preferentially, 
were the most difficult to 
start because the private 
sector as well as govern- 
ments must be involved 
in allocating items 
among countries. In 
essence, exclusivity 
privilege means that 
once a company or com- 
panies are given the right 
to manufacture a pro- 
duct under the AIC 
scheme, other com- 
panies are not allowed to 
manufacture the same 
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nflict and even further complicate it. In idler to make the co- 
tion a credible force, Asean would need to arm the non-com- 
ist elements.and in so doing it could move away from its 
wed goal of a political solution. 

anoi is aware of the deep reservations that a country like In- 
esia has on th: : question of supporting armed resistance to 
sein C mbodia as well as doubts harboured by the 








ас s warning that the game of supporting insurgency in a 
hbour’ can be played by others as well seems more 
think on Asean than actually to threaten 
ich are now very limited other than in 
‘oss-border raids into Thailand. 














Hanoi have now entered an uneasy stale- 
or along while until there is a change in the 

her camp: a dramatic weakening of the 
force due to battlefield losses, for exam- 
i plies caused by Thai domestic prob- 
Vietnam or Cambodia or a drop in 
i nam leading to a move for compromise, 
ЫА by one side or the other. 



























falcolm Subhan in Brussels 


hen Thailand initialled a new textile agreement "with 
€ European Economic Community in July its Asean 
artners felt the EEC had gone out of its way to break 
jeir unity. For the community's negotiators the charge was 
ounded: given the chance, they would have offered similar 
s to other Asean countries, whose doctrinal ap 
ed апу serious negotiations. 
t'since the EEC-Asean dialogue was launched some eight 
о it has been community policy to treat Asean as are- 
grouping. Common Market governments have fostered 
approach: it is significant that Asean is the only group of de- 
ping countries, outside the Lomé Convention, with which 
has pursued a dialogue at ministerial level also. 
Buropean Commission .has. tried to promote Asean's 
iomic integration through its technical aid programmes, for 
le, from a belief that EEC has a duty to back other re- 
al groupings..On the whole, Asean countries have found it 
cult to respond effectively as a group. The tendency has 
approach problems bilaterally: this has been true not 
f tapioca but also textiles. Asean would have been in a 
h stronger position, however, had it chosen to negotiate a 
€ textile agreement with EEC rather than five separate 
nts, 
mittedly, it is difficult for.Asean countries to negotiate 
ly as there is no issue which affects all of them equally. 
uation, which is emerging as an important protectionist de- 
isof much greater concern to Singapore than to Indonesia. 
his absence of issues in which Asean countries can act 
ntly which explains why Asean ambassadors to the EEC tend 
keep.a low profile. Even so, the evidence suggests that EEC/ 
гап dialogue has progressed most rapidly whenever Asean 
untries — or at least two or three of them ——have appointed 
bassadors who are both experienced in the cut and thrust of 
Itilateral. negotiations and determined: to advance EEC- 
ex ations. The cooperation agreement concluded in | 
ot by itself ensure closer relations between БЕС and Ásean 
only а framework for joint activities... .— 






















` matrix approach as it is call 
. in number but some export 
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RE in the three showcase орет бо 8 .pre- 
ferential trade, industrial projects and industrial complementa- 
tion — has been less than spectacular so far with 
provement in sight. | 

On the other hand, to quote former Thai deputy i prime minis- 
ter Boonchu Rojanasthien: “We cannot really succeed in future 
regional cooperation if we do not first define how much of it we 
wish to have." After 15 years of existence, and after five or so years 
of intensive interaction àt various levels, Asean officials. and 
businessmen are only now in a better position to agree on the de- 
gree of economic intergration they are prepared to tryout, —. 

Meanwhile, it is felt that efforts to increase economic co 
ration, taxing and frustrating as they have often be 
been wasted. Out of these efforts, new ideas for nor 
operation — notably industrial joint ventures — have been gener- 
ated, Advances have also been made in the less dramatic forms 
of cooperation where exchanges of preferences are not called for 
as in the three celebrated schemes. And though it is difficult to 
quantify, efforts aimed at cooperation, involving freq ent con- 
tact and consultation among officials and businessmen, have de- 
finitely helped to create a sense of Asean ide without 
which Asean's relative success in dealing with outside powers on 
political as weil as economic, issues . would have been im- 
possible. l 

Asean’s preferential trading arrangement (PTA) sc eme was 
the object of much cynicism and even ridicule-until compara- 
tively recently with the five governments appearing to dem- 
onstrate the political will to grant one another degrees of 
ranges of tariff preference. But the latest signs are once again 
mixed: it is not clear whether member countries will continue to 
favour imports from other Asean countries, given the fact that 
four of them rely largely on similar exports of commodities — 
with an inevitable impact on domestic industry — or whether 
they will after all resort to safeguards or abandon some of the 
concession-granting mechanisms, thus See the (intra ; 
regional) trade-generating effects of the PTA at a lowlevel А + 
yn estimate is that intra-Asean trade accounts for only about 

% of Asean's total trade and a meagre 2% of this intra-re- 
шо trade has benefited from the PTA. This is discouraging, 
considering the amount of time and effort trade officials of 
member countries have invested in the scheme. 

Asean has exchanged preferences through voluntary offers 
(with each country. selecting import items whose purchases from 
other Asean members are favoured by lower tariffs) and 
through negotiation on a request basis (where normally two 
countries will agree to exchange preferential tariff treatment on 
specific trade items and extend equal preference to the same 
goods from other member countries: e number of voluntary 
offers which each country. must make was increased rapidly in 
the recent past, reaching 800 items: (according to the.six digit 
classification) per year. Apparently this was becoming too oner- 
ous for some countries which felt-they had to protect domestic 
manufacturers and now the mechani sm of voluntary offers has 
been abandoned. | 

Concessions exchanged on are 






























































basis (or th 





meaningful. One o 


told an interviewer in late 1978: “The dominoes have not fallen. 
It seems to be working the other way . . . instead of the consoli- 
dations of the communist wave that was foreseen after their vic- 
tory, we see the disintegration of communist solidarity. Asean is 
consolidating instead of disintegrating." 

This confidence was, however, somewhat shaken when, in a 
January 1979 blitzkrieg attack, the Vietnamese toppled the Pol 
Pot regime in Phnom Penh and for the first time Indochina 
seemed fully under Hanoi's domination. The Asean foreign 
ministers meeting in Bangkok in January "strongly deplored" 
the invasion but took care not to name Vietnam by just calling 
for "the immediate and total withdrawal of foreign forces" from 
Cambodia. Hanoi sources now claim that some Asean countries 
privately approached Vietnam to seek a modus vivendi with the 
new regime in Cambodia. Whether this claim is true or not, the 
Chinese punitive invasion of Vietnam in February that year and 
Peking's public support for a protracted Khmer Rouge resis- 
tance against Vietnam brought about a new hardening of the 
Asean position. Tens of thousands of Vietnamese boat people 
who flooded Asean shores by mid-1979 also contributed to this 
hardening. The Asean Summit in Bali (June, 1979) condemned 
Vietnam for its invasion of Cambodia and for generating boat 
people and called on the international community to support the 
Cambodian right of self-determination. 

Thanks to Asean lobbying and China's diplomacy at the UN, 


o bh 


ease: legitimising Hanoi's continued presence. 





the Pol Pot regime retained its seat by 71 votes (35 against and 34 
abstentions). An Asean-sponsored resolution calling for a 
ceasefire, withdrawal of foreign troops and holding of an inter- 
national conference was passed by 91-21 votes with 29 absten- 
tions. 

Asean’s success at the UN, repeated in the last two years, has 
enabled it to deny international legitimacy to the Heng Samrin 
regime and its lobbying backed by the US has so far deprived 
Hanoi of international assistance. But Asean has not succeeded 
in weakening Vietnam's will or ability to maintain a friendly re- 
gime in power in Phnom Penh. Frustrations at this inability as 
well as an increased Soviet military presence in Vietnam and 
growing Chinese role in Thailand in assisting the Khmer Rouge, 
have led some Asean members to look for a face-saving formula. 
Indonesia and Malaysia, who have secretly welcomed the 
emergence of Hanoi as a counter to China, showed their impati- 
ence at Asean strategy which seemed unwittingly to fit the 
Chinese objective of weakening Vietnam. 

In March 1980 President Suharto of Indonesian and then 
Malaysian premier Hussein Onn enunciated the Kuantan For- 
mula in which, saying that a long drawn-out conflict in Cam- 
bodia was bad for regional stability, they sought a solution to it 
by encouraging Vietnam to remain outside the influence of both 


FAR EASTERN ECONOMIC REVIEW e AUGUST 13, 1982 








ASEAN ‘82 





China and the Soviet Union. The idea, cold-shouldered by Thai- 
land and Singapore, received a blow on June 23 with a Vietnam- 
ese incursion into Thailand, Divergences appearing within 
Asean in early 1980 were buried at the Asean foreign ministers” 
meeting in Kuala Lumpur to condemn Vietnam energetically. 

While the tension along the Thai-Cambodia border and 
Asean's need to back Thailand brought new cohesion, there was 
an increased awareness within the organisation of the need to 
seek a different path from China's in solving the Cambodian 
problem. While pushing for an international conference on 
Cambodia even without the participation of Vietnam and the 
Soviet bloc, Asean nevertheless prepared a draft resolution con- 
ciliatory towards Vietnam. 


part from admitting Vietnam's security concern in Cam- 
bodia, the Asean draft adopted at the foreign ministers’ 
meeting in Manila in June 1981 sought to assure Vietnam 
that, following the withdrawal of its troops, Pol Pot would not be 
allowed to return to power. The draft was challenged by China 
(with the US maintaining benign neutrality) at the [International 
Conference on Kampuchea held at the UN in July 1981 and the 
resultant compromise draft was less conciliatory towards Viet- 
nam than hoped for by Asean. In any 
case, Hanoi rejected the conference as 
interference in Cambodia's internal af- 
fairs and has refused to accept any UN 
mediation or role until Pol Pot is expel- 
led from the world body. 

Having failed to budge Hanoi 
through international pressure and 
feeling the danger of erosion of inter- 
national support for Pol Pot, Asean has 
resorted to a new ploy — a coalition of 
anti- Vietnamese resistance forces. 

In June, year-long Asean coaxing 
and cajoling led to the formation of a 
coalition government of Democratic 
Kampuchea with Prince Norodom 
Sihanouk as president, Son Sann pre- 
mier and former Khmer Rouge presi- 
dent Khieu Samphan vice-premier in 
charge of foreign affairs. Like the con- 
ciliatory Asean draft resolution of June 
1981, the original Asean idea of a coali- 
tion — aimed at weakening the Khmer 
Rouge and building up non-communist 
elements as inheritors of the Demo- 
cratic Kampuchean mantle in order to 
negotiate with Hanoi — had to be com- 
promised under Chinese and Khmer 
Rouge pressure. The current coalition provides some respecta- 
bility to the Khmer Rouge who have not given away either their 
dominating position within the government nor their claim 
to represent Cambodia in case of a collapse of the coali- 
tion. 

The holding of the well-attended International Conference on 
Kampuchea and the formation of the Democratic Kampuchean 
coalition are certainly evidence of success in Asean diplomacy 
vis-a-vis Vietnam to the extent they have denied Vietnam total 
success in Cambodia. : 

But these very successes (which have internationalised the 
Cambodia conflict and added more complexity through the for- 
mation of a coalition resistance and the talk of arms aid to the re- 
sistance) seem to have limited Asean's manoeuvrability. Having 
sponsored and won international support for its resolution at the 
UN calling for total withdrawal of Vietnamese troops and self- 
determination of the Cambodian people, Asean is now locked 
into a position from which is cannot retreat without losing inter- 
national standing. Some observers fear that, having formed the 
coalition after strenuous effort, Asean may become stuck with it 
whether or not it facilitates a solution to the Cambodian prob- 
lem. Maintenance of the coalition government may become an 
end in itself and develop a life of its own which could prolong the 
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choosing to side with Vietnam, because Thailand would never 
agree to antagonise China. 

From Washington's point of view, a Chinese-backed in- 
surgency plaguing Vietnam throughout Indochina over a period 
of time and its present political-economic isolation seem like a 
cheap solution to contain what is seen as Vietnamese expan- 
sionism and — at the same time — a simple way of bleeding 
Hanoi's principal backer, Moscow. 

While the Soviet Union would like to develop its relations 
with Asean countries and is being obstructed by the Cambodian 
problem, the continuing conflict between China and Vietnam 
over Cambodia nevertheless offers Moscow an opportunity to 
push for greater military gains in Vietnam. The stalemate be- 
tween Vietnam and Asean is not the outcome of a calculated 
manoeuvre: it nevertheless provides the lowest common de- 
nominator that all sides can live with and some may even prefer. 


= en addition to promoting cohesion among the Asean coun- 

tries and enhancing their international standing, the conflict 
= „in Indochina has also contributed to an improved security 
situation among the member states. In 
their competition to win the friendship 
of Asean, Vietnam has publicly for- 
saken its support for the communist in- 
surgencies in Thailand and Malaysia 
while China has drastically scaled 
down its assistance to the regional com- 
munist parties. The Sino-Vietnamese 
conflict has caused confusion in the 
communist movements and has de- 
moralised many activists. Reports of 
massacres in Cambodia and hardship 
and suffering in Vietnam and Laos car- 
ried by refugees have also dampened 
the communist appeal in Asean coun- 
tries, especially Thailand. 

It is this general trend of decline in 
regional communist movements, and 
the absence of any organised group 
loyal to Hanoi, that made Asean coun- 
tries feel confident even when Thach 
last month revived an implicit threat of 
support to insurgency movements in 
Asean countries. 

In a press conference he denied the 
assertion by Singapore Foreign Minis- 
ter S. Dhanabalan that he had made 
such a threat. However, he said that 
Asean's support for resistance forces in 
Cambodia *would set a bad precedent" 
thus implying the possibility of follow- 
ing up this precedent. In an interview 
Thach said that, in the face of such hostile action by Asean, Viet- 
nam has many options for retaliation. *We will judge and 
choose," he said without elaboration. 

Had there not been a dramatic change in thé regional and in- 
ternational situation since 1978, Thach's note of warning and his 
pointed reminder to Asean about its past role in supporting US 
intervention in Vietnam might have led one to conclude that 
Asean-Hanoi relations have returned to square one. Right from 
the beginning, when Asean was formed in 1967, Hanoi has 
viewed the grouping with deep suspicion as four of the five states 
then had Western military bases on its soil and the Philippines 
and Thailand were directly collaborating with the US in the 
Vietnam war. 

When in 1971 Asean adopted its Kuala Lumpur Declaration 
calling for the establishment of a zone of peace, freedom and 
neutrality (Zopfan), Hanoi saw in this evidence of "general 
weakening of US imperialism." A commentary in the party daily 
Nhan Dan (December 1, 1971) called Asean a "product of 
the US imperialist policy of intervention and aggression" and 
said that the Kuala Lumpur Declaration was *to a certain degree 
a reflection of the change in the power balance in Southeast 
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ach: threatening support for insurgents. 
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Asia and the world in favour of the forces of revolution and 
progress...” 

It was thus not surprising that the total victory of the 
revolutionary forces in Indochina in 1975 was seen by Hanoi asa 
landmark in the progress of revolution in Southeast Asia, in par- 
ticular in eliminating the Western military presence in the re- 
gion. 

Although euphoric comments about revolutionary move- 
ments in the region receiving encouragement from Indochina 
were soon dropped in his first policy statement to Southeast Asia 
(July 5, 1976), foreign minister Nguyen Duy Trinh pledged full 
support to “the Southeast Asian people's just cause of national 
independence, peace, democracy and social progress, and sup- 
port for Southeast Asian countries in their struggle to become 
independent, peaceful and genuinely neutral states without im- 
perialist military bases and troops on their territories.” 

Implicit in Hanoi's comments was the assumption that, having 
sided with the US in the Indochina war, Asean countries had 
committed mistakes if not crimes for which they had to make 
amends. Hanoi expected them to end or at least reduce Western 
military base facilities, accept Vietnam as the regional vanguard 
and develop economic cooperation with it. Hanoi turned down 
an Asean invitation to the 1977 Asean Summit as an observer 
and during the Colombo Non- 
Aligned Summit in August 1976 
sharply opposed Asean countries' at- 
tempt to introduce the Zopfan for- 
mula into the declaration. A Viet- 
namese official declared in Colombo: 
“We decidedly do not tolerate any 
scheme to revive Asean's none-too- 
bright past and to sell this or- 
ganisation's outmoded and bankrupt 
policy." 

However, while refusing to accept 
Asean as an organisation ^ its Zop- 
fan formula) Vietnam tried to deve- 
lop bilateral relations with the 
member countries. Vietnam's deputy 
foreign minister Phan Hien visited all 
Asean countries except Thailand in 
July 1976 — followed by the estab- 
lishment of diplomatic relations with 
some of those countries. In 1977, 
Malaysia’s. then foreign minister 
Tunku Ahmed Rithauddeen and a 
Singapore trade delegation visited 
Vietnam, Developing cooperation 
with Asean countries became an in- 
tegral part of Hanoi's new approach 
to seek western aid, investment and 
ў trade. It was, however, Vietnam's 
' Т growing conflict with Cambodia dur- 
ing 1977 and increased friction with 
China — over the latter's objection to 
Vietnam's friendship with Moscow — that made closer relations 
with Asean a priority task in Hanoi's diplomatic strategy. 

By June 1978 Hanoi was willing to drop its earlier reservations 
about Asean and willing to discuss with the organisation the idea 
of creating a zone of peace, independence and neutrality. 


ing his July 1978 trip to the region and premier Pham Van 

Dong's attempts to sign treaties of non-aggression with 
Asean countries during his September visit were, as later deve- 
lopments revealed, part of a global Vietnamese policy to seek 
normalisation of relations with the US and friendship of Asean 
in view of Hanoi's armed conflict with Cambodia and China. By 
the beginning of 1978 the Pol Pot regime had broken diplomatic 
relations with Hanoi, accusing the latter of aggression, and in 
June Peking denounced Hanoi's policy towards the ethnic 
Chinese in Vietnam and cut off its aid. 

Hanoi's drive to win friends in Asean, followed by a similar 
move by Chinese Vice-Chairmam Deng Xiaoping in late 1978, 
turned the tables on Asean-Hanoi relations. Reflecting Asean's 
new confidence, then Singapore foreign minister S. Rajaratnam 


Moe new conciliatory approach shown by Hien dur- 
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By Nayan Chanda in Canberra 


sean owes a lot to Indochina. Although founded 15 years 
А Asean’s emergence as an effective regional grouping 

А came only with the birth of its ideological rival — com- 
munist Indochina — and it was the intra-communist fight in In- 
dochina that propelled Asean on to the world stage. 

If the fall of Indochina to the communists in 1975 galvanised 
Asean and gave it a new sense of purpose, the Sino- Vietnam 
conflict and the Vietnamese invasion of Cambodia boosted its 
cohesion and gave it an international role: thanks to its 
spearheading opposition to the Hanoi-installed regime in Cam- 
bodia at.the United Nations and other international forums, 
Asean has an international status it did not have four years ago. 
It was no coincidence that the first time a United States secretary 
of state (Cyrus Vance) came to attend an Asean foreign minis- 
ters' meeting was in June 1979, in Bali, after the Vietnamese i in- 
` vasiorrof Cambodia. 

A recent indication of Asean's fledgeling diplomatic muscle 
was the last minute change of plan by Belgian Foreign Minister 
and European Economic Community President Leo Tindemans 
to attend the Asean foreign ministers’ meeting in Singapore in 
June. Tindemans dropped his earlier decision to.give the meet- 
ing a miss after Asean made known its unhappiness over his 
planned absence. A cluster of senior Western officials attended 
the Singapore meeting and expressed (in what has by now be- 
come à routine annual exercise) support for Asean’s position on 
the Cambodian conflict. . І 

Asean's new-found confidence vis-a-vis Vietnam was also 
demonstrated in its cool reaction to both Vietnam's announce- 
ment of unilateral withdrawal of some of its troops from Cam- 
bodia (July 7) as well as to Vietnamese Foreign Minister Nguyen 
Co Thach's warning about hot pursuit into Thailand. Three 
years ago, Hanoi refused to discuss the Cambodian problem or 
; the question of its troops withdrawal as demanded by Asean on 

the. ground that it would be interfering in Cambodia's internal 
affairs. Later Hanoi said that the troops would be withdrawn 
only after the “Chinese Threat" to Indochina was removed, 

But this July, when the sixth Indochinese foreign ministers’ 
meeting in Ho Chi Minh City announced a unilateral withdrawal 
of a number of Vietnamese troops from Cambodia as ^an act of 
goodwill,” Asean countries generally greeted it with a yawn. Al- 

. though as an organisation Asean has yet to respond, Singapore 
and Thailand have dismissed. the proposal. Only Indonesian 
Foreign Minister Mochtar Kusumaatmadja has refused to treat 
the offer as just propaganda. He viewed it as symptomatic of a 
changing attitude on the part of Vietnam. However, Mochtar's 
views notwithstanding, Thailand is unlikely to respond to the 
Vietnamese gesture, thus effectively ensuring a negative Asean 
response. 

Duringhis trip to Singapore late in July Thach said that Asean 
countries have been helping anti-Phnom Penh resistance and 
carrying-on hostile activities against the Indochinese countries 
despite the tatters’ policy of reconciliation. and dialogue. “But if 
these hostile activities are destroying us we must react. We have 
no option," he said. He warned that.so far Vietnamese troops 
have.not crossed the Thai-Cambodian border in hot pursuit of 
Pol Pot troops, “but patience has its limit." A similar warning in 
the past would have provoked a howl of protest but the latest 
one was almost laughed off by Thailand as a boast. 

Apart. from the. fact tha Ay e Vietnamese din had been 














Bangkok has develope f-confide 
lomatic position too has been strengthened 
ing a coalition government of. Democratic Kampuche 
posed of the factions under Prince Norodom Sihanouk, 
premier Son Sann and the Khmer Rouge. Today Thaila 
its Asean partners take a definitely less alarmist view of Ha 
military capability than they did in 1979. 
However; as some observers point out, Asean’s new sé 
confidence and its international clout are more the result o 
favourable international conjuncture — and specific con 
such as stubborn resistance put up by the deposed Khmer Rou 
regime — than the outcome of its own policy. The present s 
mate, iri which the Vietnamese-backed regime controls mo 
Cambodia's territory and population — but is denied int 
tional recognition — while Hanoi dominates Indochina 
punished by economic sanction may be due to the fac 
argue, that itis the best all the parties can get at the тоте 
While the Western aid cut-off, for which Asean lobbi d 
hard, hurts Vietnam there is. no sign of a collapse th ma 
pected. The fact is, says one analyst, Vietname 
relatively greater importance to the political an 
sideration of having a friendly regime ir à 
economie needs of their Sue people. A 



































































not stand the hardship of Vietnam today a are moi 
a boat out than join the resistance... 

Hanoi does not have to worry too much about 
political opposition: dnd law and order; 30 it isn 
under any 


ing its stay inc ambodia i in the eyes. of the Khmer bullae: 
enable it to consolidate the structures oF а. peut ери 
| al: 


flexibility as contrasted w vith se ali of the Asea 
tion and. also to strengthen the moderate trend within Asi 
any case, if the partial troop. withdrawal is genuine and no: 
rotation of units (as suspected by some Asean officials) it w 
testify to. Vietnam's. confidence: about the security situ 
within Cambodia. 
China and its Khmer Rouge allies would like to recover Car 
bodia but seem happy with the toe-hold-the latter have in th 
country. From Peking’s point of view, a protracted conflict w 
Vietnam through the proxy of the Khmer Rouge and other re: 
tance groups in Indochina is not only politically and econom: 
cally low-cost but the most effective means to weaken Viet 


ever to be capable of reconquering Cambodia mil 

But, aslong as Pol Potand his men are willing to figh 
Vietnamese and the Chinese are footing the bill; Asean 1 
not mind using this tool to force them into a compromise 
least harassing the Vietnamese into delaying the consolid; 
of their control over Cambodia; - 
At a time when Hanoi is unwilling to make any commitm 
on its total troop withdrawal or on the forma а 
dent Cambodian government, апу concession оп the pa 
Asean would face a Chinese veto. Since Vietnam has repeated! 
said that its total withdrawal from. Cambodia. cones d 


4 sean does not believe, nor does it want, the Khmer Ro 


an ане, С, Ширак. seat at UN or de the. Khmer Rou 
logistical facilities as. demanded by Vietnam — would merel 
line it Up ^ with Vietnam une China but would not solve th 
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Thai-Cambodia border, February 1982: Thai troops secure two Vietnamese army defectors. 


as the frontline state, should prevail eventually in the grouping's 
diplomatic policy. Yet until recently Jakarta tried to carry out its 
own diplomatic game with Vietnam with secret missions to 
Hanoi designed to undercut the Thais, who have been taking a 
hard line towards Hanoi under the leadership of Prime Minister 
Prem Tinsulanond, and establish a new dialogue with the Viet- 
namese. Many in Jakarta power circles favoured recognising the 
Heng Samrin regime as a fact of life. The theory is the old one 
that Vietnam is a fiercely independent country, having fought 
for its independence for 30 years against the French and Ameri- 

‘cans and that, far from being a Soviet satellite, the country is an 
effective buffer against Chinese designs in the region. 

Now, the predominant feeling in Jakarta is that what was pre- 
viously considered to be a hawkish line adopted by the Thais to- 
wards Vietnam should be understood. There is more of a realisa- 
tion that Indonesia is an offshore Asean power and that the 
Thais know the Vietnamese best: and if Bangkok appears to be 
too close to China this is because the Chinese present the most 
effective deterrent against any Vietnamese adventurism — a de- 
terrent which neither Asean itself, nor the Americans, can pro- 
vide as a substitute. 

At the same time the Thais appear to be distancing themselves 
to a certain extent from the Chinese. While Bangkok is prepared 
privately to turn a blind eye to the Chinese use of Thai territory 
to supply the Khmer Rouge and occasionally other Cambodian 
resistance fighters, recent statements by some Thai military 
leaders show that the Thais are well aware that China may be 
happy to see their country at war with Vietnam in the context of 
the Chinese policy of bleeding the Vietnamese by all means at 
their disposal. Bangkok is anxious not to be seen as a Chinese 
pawn in à strategic game. 

Therefore Asean is now showing the political will so evidently 
lacking in the past. It has proved itself to be a formidable force 
on the international scene by successfully lobbying the UN to 
continue to recognise Democratic Kampuchea as the legitimate 
Cambodian regime. This has been largely because of the con- 
vincing technique of Singapore's UN Ambassador Tommy Koh, 
who has become something of a Mr Asean in the UN. And now 
Asean has succeeded in prevailing upon the three disparate 
Cambodian resistance factions, Prince Norodom Sihanouk, 
Son Sann and the Khmer Rouge's Khieu Samphan, to agree 
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to a Machiavellian exercise to form a coalition government. 

This was no mean task given the fact that both Sihanouk and 
Son Sann loathe the Khmer Rouge — under whom both suffered 
— and also that there is little love lost between former head of 
state Sihanouk and his former prime minister Son Sann. The im- 
mediate goal was to present a more acceptable face for Demo- 
cratic Kampuchea to the UN General Assembly when it votes 
again later this year on who should fill Cambodia's seat. The 
long-term target was to bring even more political and diplomatic 
pressure on Vietnam to agree to a face-saving way out of its cur- 
rent domination of Cambodia. 


sequence to the peoples living under its banner, the Five 

have managed to acquire the loyalty of some important 
friends in the world. When the Asean foreign ministers hold 
their annual meetings they are joined by their counterparts 
from the US, Japan, Australia, New Zealand, the EEC and 
Canada. 

Apart from the more immediate problems of trade relations 
and investment, the six dialogue partners normally address 
themselves to Asean as a viable non-communist regional group- * 
ing, faced by a perceived threat from Vietnam and the Soviet 
Union. Moscow's invasion of Afghanistan helped to sharpen 
this thinking. As EEC President Leo Tindemans of Belgium told 
this correspondent at the most recent Asean foreign ministers 
meeting in Singapore, the fact that Asean ministers were sitting 
down regularly with the world's leading industrialised countries 
and making outspoken statements on issues such as Indochina, 
was “a new factor in world politics." A senior official travelling 
with Australian Foreign Minister Tony Street to the same meet- 
ing commented: “Asean has been enormously successful inter- 
nationally." 

Now it remains for Asean to keep up the momentum. It has 
yet to prove itself as a viable economic bloc in the mould of the 
EEC, though individual members continue to post growth rates 
which are the envy of a recession-troubled world. But at least on 
the diplomatic front it is finally making its mark, even though 
comparatively peaceful Southeast Asia is not a burning issue in 
global affairs. Musyawarah appears to have finally come to roost 
among the grouping's policymakers: Asean has come of age. m 


Юр: the fact that Asean as a title тау be of little соп- 
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` The Asean countries found that they had to visé a serious at- 
tempt to bury their differences and unite in order to survive. The 
result was the first Asean summit, with the five heads of govern- 
ment meeting in Bali in February 1976. The summit drew.up two 
. documents, the Asean Concord and the Asean Treaty of Amity 

and Friendship, which bound the Five into a union of political, 
social and cultural cooperation and laid down a blueprint for 
economic cooperation. 





















































to this day found it difficult to cast selfish marketing con- 

siderations — all, apart from Singapore, rely heavily on 
commodity exports and.export trade accounts for 50% of 
Asean's overall gross national product — into the pool of Asean 
unity: and in the early post-Bali yearsit was apparent that, while 
the collective political spirit was willing, the flesh was a little 
weak. As the Philippines’ veteran Foreign Minister Carlos 
‘Romulo commented before the second Asean summit in Kuala 
Lumpur in August. 1977; “\е һауе not been having enough poli- 
tical will to implement decisions that we would like to see en- 
forced for the common good of the region.” 

But Vietnam has remained the catalyst driving the Five to- 
wards a consensus. While any earlier fears about a short-term 
Chinese threat to the region have been largely dissipated by Pe- 
king’s post-Vietnam war hostility towards Hanoi and its expres- 
sions of solidarity with Asean, the Vietnamese have provided 
Asean with a compelling cause for unity. For a while, Asean's 


S uch cooperation was easier said than done. The Five have 








main worries about Vietnam centred on the armada of Vietnam- 


ese refugees, the boat people, who poured onto the Five's 
shores. It was thought that Hanoi was allowing those Vietnam- 
ese it did not want, mainly ethnic Chinese, to sail away and pose 
a destablising threat to its: Asean neighbours. Now the flood of 
refugees has been reduced to a trickle following Vietnam's 
pledge, in 1979, to try seriously to stop them leaving. 

But in January 1979 a new, far more worrisome factor had 
emerged for Asean in its relations with Vietnam: the Vietnam- 
ese invasion of Cambodia; driving out the Khmer Rouge and 
setting up Hanoi's own puppet regime headed by Heng Samrin. 
Until that time, Asean had looked upon 
Cambodia as a buffer between its frontline 
state (Thailand) and Vietnam even 
though it was administered by one of the 
cruellest, most genocidal:regimes in his- 
tory. Now the Vietnamese, with up to 
‘200,000 troops, were оп Thailand’s 
doorstep, and this facton has obsessed 
Asean ever since. 

Yet while all five Asean: countries are 
agreed that the Vietnamese occupation of 
Cambodia is a destablising factor for the 


















backgrounds. 

The Philippines is something of an aad: -man-out in Asean. 
rarely takes the initiative in Asean policy and treats the 
Union, Vietnam and China on an equal footing. This is m 
because of its strong links: the US, whom it still allows 
maintain military bases on Philippine soil, even though they 
ostensibly under Philippine: sovereignty. The difference 
tween the Filipinos and their Asean partners goes even de 
because of the country's racial and cultural mix resultin 
400 years under Spanish rulers followed by nearly 50 yea 
the Americans. The Filipinos, rather unfairly, are not: 
dered to be truly Asian-by their neighbours. As one seni 
donesian official once told this correspondent: “The Filt 
are too smooth. They combine a mixture of Sp: 
emotionalism and American swagger.” : 

In fact there are basic differences among the peoples of 
rest of Asean. The Indonesians and Malaysians, both basi 
of Malay stock, are a little wary- of the comparatively dyn 
Chinese majority which runs Singap Singaporeans, i 
harbour suspicions of their Malay neighbours while the 
the only people in Southeast Asia to have: 
are difficult for outsiders to undé: 
tions of dieu and eligi ‘ 





there are об сы different perspectives os 


much. the same way that the British find difficulty i 


sians are looked upon by the Thais as а rather arro 
€ of their country" s size 4 13 ,500 ізіараз) and P 


` So until comparatively recinti 1 
Asean realised that its hand. had 

strengthened in its dealings: with 

nam -— because of international. о 

and Hanoi's snowballing economic 
blems bred of its continuing isola 
policy of remaining on a war footin 
there was no consensus on how to 
Now it appears it has more or less re 
that consensus and is playing its dipli 
tic hand with a great deal of skill an 
substantial effect. No one talks 












region, there have been diíferences ON OTHER PAGES dominos any more, becáuse it is: 
among them on how to.induce Hanoi to Indochina 43 far from. being part of a сопи 
return its troops. The differences are set ө The ЕЕС 46 monolith, Vietnam — together w 
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Explorer 


W= Herbert, explorer extraordinary, 
in leading his team over the North 


Pole to complete the first transarctic cross- 
ing, showed what's needed for successful 
exploration. Planning. Innovation 
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in international business where the search is 
always on for new routes to finance invest 
ment and new ways to meet market needs 
around the world 
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national team, has more than a century's 
experience of opening up new territories, 


and exploring opportunities to expand inter- 


national trade and investment on behalf of 
its customers 

Intimate knowledge of many mar 
kets, backed by a superb communications 
network, gives HongkongBank a lead in the 
ability to respond effectively and speedily, at 
both local and international levels 

With more than 900 offices in 53 
countries and particular strengths in Asia, 
the Middle East, Europe and the Americas 
HongkongBank can give you access to à 
range of financial services which will help 
you not only explore, but succeed 
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Wally Herbert, who conceived the idea of a complete 
crossing of the Arctic Ocean, via the North Pole. 
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Musyawarah 
gets the key 
of the door 


By Rodney Tasker in Bangkok 


ention Asean to an average citizen in this five-country 
M» Asian grouping and he will probably nod and 

change the subject. Asean, if he has ever heard of the 
name, is something to be read about in the local press from time 
to time, without realising what it all means, a subject exclu- 
sively the domain of those in the government who control his 
destiny. 

So why is it that Asean has become a major factor on the world 
diplomatic stage: a bloc which can sway a United Nations vote 
and force one of Asia’s most militarily-powerful powers, Viet- 
nam, into a corner and at the same time a bloc which is wooed by 
the world’s most important industrialised countries, including 
the United States, Japan, Australia and the European 
Economic Community? The answer lies partly in the fact that 
the Five are recognised by the West as a reasonably viable 
grouping of non-communist nations, whose growth rates over 
the past decade most of the industrialised countries would love 
to emulate and whose abundant resources of such commodities 
as rubber, tin, vegetable oil, timber and sugar and oil they dearly 
need. But, more important in many ways, the Five have shown 
in the past six years that they are capable of smoothing over their 
differences — unlike some countries among the EEC 10 — in 
order to become a cohesive diplomatic force. 

It has not been an easy process for five ethnically disparate na- 
tions, linked only by a vague common anti-communist ideology. 
But they are now more united politically and diplomatically than 
ever. On their 15th birthday since they formed Asean in Bang- 
kok on August 28, 1967, the Five can justifiably claim that at 
last they have reached a true recognition of musyawarah, as Sin- 
gapore’s Prime Minister Lee Kuan Yew put it in his opening 
speech to the most recent annual Asean foreign ministers’ meet- 
ing in Singapore in June. Musyawarah is the Bahasa Indonesia 
word for the dialogue which traditionally leads to consensus and 
it sums up the Five's most important achievement. 

Asean countries are now more attuned in their diplomatic and 
strategic thinking than before. Only a few years ago that would 
have been difficult to imagine. When Asean was born, it seemed 
like a good idea at the time even though the Five hardly knew 
each other. It was the height of the Vietnam war and the more 
US-influenced countries, Thailand and the Philippines, sent 
troops to (then) South Vietnam to support the Americans 
against the communists. Thailand also allowed the Americans to 
use its territory as air and sea launch pads and staging posts for 
their war in Vietnam, while the Philippines already had — and 
still has — two massive US bases in Subic Bay and Clark airbase, 
a throwback to their half-century under US rule. 

The Malaysians, who had comparatively recently obtained in- 
dependence from Britain, and the Indonesians who successfully 
fought for their independence against the Dutch in the post- 
World War II years, tut-tutted at their fellow Southeast Asians’ 
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(Clockwise from top left) Marcos, Lee, Suharto, Mahathir, Prem. "2" 





involvement in the Americans’ war. Singapore was largely neu- 
tral, though it shared Washington's view of a communist threat 
to the region. 

The Five also had their own bilateral differences. The Malay- 
sians had just beaten off an armed challenge to their new-born 
federation from the Indonesians launched by (then) president 
Sukarno. That period of Konfrontasi (confrontation) dissolved 
with Sukarno's demise after the communist-attempted coup in 
1965, which thrust President Suharto into power. The Malay- 
sians had also emerged from a frosty period with the Philippines, 
including a brief break in diplomatic relations, as a result of 
Manila's historic territorial claim to the East Malaysian state of 
Sabah, resurrected in 1962. And Singapore was still somewhat 
disgruntled at being expelled by Kuala Lumpur from the Malay- 
sian Federation in 1965. 


© despite the rhetoric in the Bangkok Declaration pledging 
cooperation among the Five towards achieving regional 
solidarity, there was more form than substance to the Asean 
charter. The grouping did agree to hold annual foreign ministers' 
meetings, but these were basically ho-hum affairs until 1971 when 
the ministers endorsed a Malaysian concept of creating a zone of 
peace, freedom and neutrality (Zopfan) in Southeast Asia. With 
continuing turmoil in Indochina, that concept has yet to be 
realised, but the basic theory on which all five Asean countries 
agree is to strive for a balance of power in the region which will 
allow Southeast Asia to go about its business in a peaceful set- 
ting. 
Major factors in the region which brought the Five together as 
never before were the communist victories in Vietnam, Cam- 


still surfacing in people from the northern 
Marshalls, especially as a result of the 15- 
megaton Bravo test in 1954 on Bikini. The 
Rongelap and Utirik atolls were especially 
hit, with seven out of 10 Rongelap child- 
ren under 10 in 1954 having since de- 
veloped thyroid tumours. 

As the nuclear programme was coming 
to a close, the US Navy base at Kwajalein 
— the world's largest atoll — in the centre 
of the Marshalls, was being developed 
into a missile-testing range which is now 
the major American testing centre. A 
land-based range, such as Kwajalein, of- 
fers a much more reliable test of accuracy 
than tracking by sea stations. It would 
take Washington up to five years to estab- 
lish a similar facility elsewhere. 

This is why a Marshallese Government 
official referred to Kwajalein as "our 
E economic resource." And the ef- 

ects of the Bikini and Enewetok testing 
explain why many Marshallese are also 
uneasy about relying on aid which results 
from such a military presence. The sit-in 
on Kwajalein has proved an embarrass- 


action we might take, including shutting 
down the base. Because as far as this gov- 
ernment is concerned that base can ope- 
rate legally until October 1, and that's it. 

"Once people begin to drive their own 
cars they get rid of their instructor, who 
just becomes a hassle. Now the trus- 
teeship is used to keep us a colony. We 
shall take our place in the region — includ- 
ing membership of the South Pacific 
Forum — as a sovereign country, albeit 
with defence ties with the US if that be the 
case. 

"There is no doubt in my mind that US 
policy in Micronesia is to maintain as high 
a level of dependency on the US as possi- 
ble. They would be uncomfortable if we 
were not under the US umbrella. Every- 
thing we've done to build a sound 
economic infrastructure has been done by 
our own effort. 

"It is the irony of ironies that the US has 
now agreed to build two telecommunica- 
tions stations for us, on Majuro and 
Ebeye. Two years ago, we negotiated with 
a Japanese company to put in the stations 





Reagan and Carter: the policy changed with the president. 


ment for both Washington and Majuro. 
The landowners invaded the main island 
of Kwajalein, where more than 2,000 
Americans are based; islands in the mid- 
corridor which are out of bounds, and Roi 
Namur, an island at the northern end of 
the atoll with a huge radar facility. 
Virtually all the 5,000 people with land 
rights to Kwajalein now live on Ebeye, the 
first Pacific slum, three miles from Kwaja- 
lein. They are so cramped that there is no 
room to grow food, and they receive regu- 
lar supplies of canned food courtesy of the 
US Department of Agriculture — surplus 
food obtained, canned and given away to 
help keep US farmers' prices right. Their 
other sources of income are jobs on 
Kwajalein — they are ferried to and from 
work by US army boat, no Marshallese 
being allowed to stay overnight — and 
the rental for the use of their islands. 
Marshallese Foreign Minister Tony de 
Brum said before talks in Washington with 
US officials: “If the United States adopts 
a position where trusteeship continues 
beyond October 1, there is no telling what 


— at no cost to us. Then the US Govern- 
ment stepped in and vetoed the project. 
Congress felt it would be a threat to sec- 
urity interests of the US. They said we 
must go through an American company. 
Now, at last, that company — Comsat — 
is setting up the stations, but through a Ja- 
panese subcontractor, the same Japanese 
company that was to do the job in the first 
place." 


f the US$24.7 million budgeted re- 

venues for this year — the financial 
year is to begin, from 1983, on January 1, 
whereas it now starts on October 1 — only 
US$8 million is to come from local 
sources, the rest from the US and from Ja- 
panese grants totalling US$1.7 million. 
Because of a shortfall in anticipated US 
grants, the cabinet of President Amata 
Kabua has agreed an austerity programme 
including a freeze on hiring, curtailments 
in overtime payments, travel and use of 
government vehicles. Nauru, the Mar- 
shalls’ phosphate-rich neighbour, with 
hotel, housing and shipping investments 


in Majuro, has agreed to reschedule some 
loans. And the Marshallese Government 
was looking — before the sit-in on Kwaja- 
lein began — for a US$1 million advance 
from the US. 

The government has embarked on a 
five-year development plan which would 
require US$34.5 million revenue in 1983. 
The compact would enable this to be met. 
If the country votes for independence, 
after its US$250,000 political-education 
programme, it would seek treaties with 
the US on defence and the economy to 
sustain the plan — plus Asian Develop- 
ment Bank financing. 

The country is self-governing, but tech- 
nically administered by the US Depart- 
ment of the Interior. One of the American 
failures, according to the Marshallese 
Government, has been to do anything for 
the outer atolls. The local government 
plans to make solar energy, education, 
health care and communications for the 
outer islands a priority. 

The US trust territory administration 
appears to have acted less than compe- 
tently in the economic area. It gave a ship, 
the Fentress, built in 1945, to the Mar- 
shalls but it is far too big for island use, and 
is costly to maintain. It drew up plans for 
an overdue sewerage system for Majuro, 
where 12,000 people live, but the outlet 
would have resulted in sewage being 
washed back onto the town's beaches. It 
also offered to connect the village of 
Laura at one end of Majuro with power, 
for US$10 million. Now the Marshallese 
Government is tendering separately for 
the sewerage works, and has already 
found a New Zealand company to connect 
Laura with power for US$2.5 million. 

While the power situation has been cha- 
otic, the new copra-processing facility has 
been closed — causing hardship for the 
many islanders who live off copra. The 
health service is poor: after a falling out 
with the Seventh Day Adventists, who 
had been contracted to run the service, 
there were no doctors at all on the islands 
for months. Patients had to fly to Hono- 
lulu or Guam for treatment. The Ameri- 
can Hospital on Kwajalein is out of 
bounds to Marshallese. 

Kabua last month visited Taiwan, to 
sign a minerals exploration agreement 
with the China Petroleum Co. Pre-war Ja- 
panese investigations into phosphate are 
being re-examined. Plans are under way 
for a forward fishing base for the Japanese 
and tourism — perhaps on enclave, Club 
Mediterranee, lines — is being encour- 
aged. But taxes remain lów, especially on 
cars and other luxury items for such small 
islands. Company tax, now based on gross 
turnover, may be changed to a profits tax. 

Hints are emerging that, to their own 
surprise, many Marshallese are now con- 
templating the plunge into independence. 
De Brum said: “The US has given the im- 
pression that to be independent is to revolt 
against the United'States. We know that: 
the Pentagon is fearful of losing the 
Kwajalein missile range should we regain 
our independence, and perhaps some 
branch of the Pentagon is actively trying to 
prevent that from happening." 
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“| can.see an elect 
November." 

US-Marshallese relations have become 
increasingly bitter since islanders began a 
sit-in on Kwajalein in June. Despite an oc- 
cupation force of several hundred Jand- 
owners оп the atolls, the Pentagon con- 
tinued testing its Minuteman IH missiles. 
These ICBMs are fired from the Vanden- 
berg air force base, in California; about 
4,200 miles away. Pentagon officials con- 
firmed to the REviEW that at least two 
missile tests have occurred since the sit-in 
began, and more are scheduled. 





MS. the Pentagon is withholding 
a US$2 million rental payment to the 
Marshalls, charging that the demonstra- 
tions have prevented unencumbered use 
of Kwajalein. Under the interim rental 
agreement, Washington is to pay US$90 
million annually for use of Kwajalein. The 
Pentagon also plans to deduct the esti- 
mated cost of the protest when the pay- 
ment is finally delivered. The US$90 mil- 
lion is viewed as taking into account the 
total impact of the US presence on the 


Marshalls. About 3,000 US personnel on | 


the islands are taxed by the Marshallese 
Government. 

Only US$1.9 million of the US payment 
under the compact would-be. specifically 
earmarked for Kwajalein. The Kwajalein 
landowners’. group has sought.to.increase 
the rental fee to. US$16 million. Asked 
about the protestors’ motives, a Pentagon 
official. commented: “Some don't like the 
interim-use agreement, some don't like 
the compact, and some dislike using the 
atolls to test vehicles that will carry nu- 
clear warheads." In recent months, a dele- 
gation from the US National Council of 
Churches has been to the islands secking 
to. enlist the Marshallese. in the anti-nu- 
clear movement, The landowners' protest 
has, so. angered Pentagon officials that at 
one point the US Army was ordered to cut 
off water for use by the protestors. It fi- 
nally took an order.from the US. federal 
court to force the Pentagon to turn the 
water on. 

. The Kwajalein range is of vital strategic 
concern to the Pentagon. Test equipment 
and radar on the islands surrounding the 
lagoon track the missiles to test their accu- 
racy and flight characteristics. The US 
complex there 15,4150, engaged in.research 
оп anti-ballistic missile system: prototypes 
which are installed there. But perhaps of 
even greater. concern over the future. of 
Kwajalein is the fact that the Pentagon is 
scheduled to begin testing the latest gener- 
ation of nuclear technology, the MX mis- 
sile, in January... i 

“We havea sophisticated anti expensive 
operation and Kwajalein i$. an ideal 
place," a Pentagon. offiçi said. “It would 
be very expensive and, 
struct it elsewhere. E 

cials have said it.wi uld; 
US$2 billion to: set. up 
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By Rowan Callick 

| Majuro: Independence was seldom men- 
tioned until recently in the Marshall Is- 
lands. But it was the Marshallese who 
pushed hardest for a split in the trust ter- 
ritory, which now divides into Palau, with 
its nuclear-free Constitution, in the west, 
the Federated States of Micronesia (Yap. 
Truk, Ponape and Kosrae) in the cen- 
tre, and the Northern. Marianas to the 
north. The latter is hoping for United 
States commonwealth status, like Puerto 
Rico, Guam, part of the . Mariana. ar- 
chipelago. is an unincorporated territory 
of the US. 

The Marshallese Government has in- 
sisted that come what may, it will consider 
the trust terminated on October 1. Its di- 
rection will form a precedent forits trustee 
neighbours, also regarded by the US as 
highly strategic territories. 


tions with the US, the Marshallese agreed 
| terms on a special status offering a guaran- 
teed increase in grants from Washington. 
On this basis, they borrowed. for long 





new. wharf, some boats, an aircraft (cost- 
ing US$10 million), and a power station, 


company. (Majuro, the main island. de- 
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never been any- 
thing like Raffles 
City in this 
century. 

Two luxurious 
Westin Hotels open in 
1986, along with the 
ultimaté meeting space: 
two grand ballrooms and 
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Two years ago. after complex negotia- 


overdue infrastructure development —4 
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costing US$25 million, through a British | 


40 other meeting areas totalling #405, 1-1 
over 6,000 meters (65, 000 sq. ft) 4 
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pends on power generated by a 
War П submarine engine.) 
But former US president Jimmy Ca: 
failed to win re-election as preside 
:d. the, Marshallese that е 

t in a position to sign the.cor 
pact for this new status, free associa! 
the US Congress would ratify it. W 
President Ronald Reagan and. his 
found time to focus on the, Mars 
lands, they told the Marshallese tha 
had been unwise to. rely on the word 
past president. The Marshallese Goy 
ment has struggled through the 
years, but now desperately needs 1 
its status before sinking nto g 
‘Nothing, however, is simp. 
for these 32,000 Micronesians, w 
used to consist of fishing 
coconuts. In 1946, the US beg 
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ntly confusing — 
S and the Marshall 
ood, with the fu- 


Marshalls become completely indepen- 
dent, a Pentagon official explained: "It's 
not necessarily the case that the US would 
defend them if they go for independence, 
but we think in practice we probably 
would as it is expensive and they have no 
capability." 

Another controversial section of the 
compact is a settlement of all claims of the 
Marshallese against the US for damages to 
health and property affected һу US nu- 
clear tests in the Pacific between 1946-63. 
Under the agreement, the US would pay 
US$100 million to the Marshallese Gov- 
ernment if the islands' government cer- 


-tifies to Washington that it would assume 


all responsibility for further claims and no 
additional suits would be filed against the 


f | US for past nuclear tests. 


US, in ‘late June, called for a 
: adequate voter- education 


1 сап be. organised. 
n officials are increasingl 


nd that the s icbia e could j jeopar- 
he vital missile-test site. The interim 
igreement for Kwajalein expires on 
ber 30, and Marshallese officials 
late July that if the US refuses 


w..the Marshallese to hold the. 


e.before October 1, the govern- 

ay not renew the agreement. 
Under the terms of the compact, the 
alls would be given independence in 
domestic and foreign affairs and the 
would assume full security and. de- 
t$ for 15 years. Under separate 
ry-use. and. operating agreements, 
lington. would have use of the Kwaja- 
range and exclusive military rights for 
ars. [n exchange, the US would pro- 
itary protection and at least 
1:5 billion in financial aid over 50 


ag ` officials emphasised to. the 

w that while they have no objection 
ependence for the Marshalls, the US 

| strategic interests. One Pentagon offi- 
id: “There are certain things we 
uld have to be assured of — we don't 
d.countries allowed military use 
arshalls. The compact provides 


denial of access to the Mar- | 


third countries and US responsi- 
. defence. of the. islands." 





l AUS in which more than US$4 billion 


in damages is sought have been filed 
on behalf of the Marshallese in the US 
Court of Claims and, according to US at- 
torneys representing Marshallese, more 
suits are being prepared. Under the ar- 


_} rangement worked out by Kabua, US$25 
© million would be allotted to Bikini; US$16 
| million 0 Enewetok, 108815 million to 
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pitis highly 
doubtful if the Marshallese would obtain 
an increase in funding and it is likely that 
funding levels would be slashed. Zeder 
suggested to the REVIEW that the US was 
not necessarily opposed to the indepen- 
dence option: “We want to make sure that 
the. Marshallese understand this. {res 
negotiating funding].” 

There ate differing views 

.in. the US bureaucracy, 
however: senior: officials in 
the Department of the In- 
terior are critical of Zeder 

юг negotiating both the 
terms of the compact and. 
for signing the memoran- 
dum, even though it is an in- 
formal document. Accord- 
ing to well-placed US 

. sources, the Department of 
the Interior views the com- 

¿“pact as a clear step. towards 
independence. 

Zeder dismissed гей 
by the Marshallese. to go 
ahead and unilaterally hold 
a plebiscite as “merely a 
negotiating tactic,” addin ; 


у Valoelap 
ЧАш 


little on education. People 


must know what they аге 


voting for. The. electio: 
must not be rigged.” Ои! 


his. talks. with. US officials. 
here de Brum sought 05 


funds. to finance the elec- 
| tion: jrocess. Buta US sifi 





tics iiia out,isthat | Ve 
disease i is such that Pon 


“Т Somare's АЕ to date. 

Now a few clouds seem to be gathering. 
Many politicians and others see that de- 
centralising decision making — as op- 
posed to purely administrative powers — 
has been a brave mistake, financially 
costly and unnerving for investors. But it 
is hard to see how the powers can be 
brought back to the central government 
now, especially since so many provinces 
are in the hands of politicians hostile to 
Somare. 

Tribal fighting persists in the High- 
lands, disrupting social and economic life. 
Urban crime is growing, fuelled by un- 
employment. Since most of those in em- 
ployment are only in their 20s or 30s, there 
is little natural wastage to let in school or 
college leavers. Discontent from alleged 
electoral malpractice continues to rumble, 
with à number of court challenges ex- 
pected soon. The public seems disen- 
chanted with politicians and politics, fol- 
lowing moves made by each political block 
to seduce MPs to move over to its side. 
Party affiliations went by the board during 
this process. 

A man who stood as a UP candidate, for 
instance, would be offered a substantial 
sum by Pangu as a “contribution towards 
election expenses," after which he would 
switch his allegiance to Pangu. Each of the 
groups organised meetings in secluded 
spots, to which they aimed to lure poten- 
tial supporters, and ensure, with the aid of 
wine, women and song, that they were not 
seduced by rival parties. These events oc- 
curred between June 26, when voting 
ended and counting began, and August 2, 
when the vote was held in parliament for 
the new prime minister. 

In another example, Brig.-Gen. Ted 
Diro went into the polls as leader of an in- 
dependent group, allegedly disenchanted 
with the party politicking and determined 
to take an independent stand, with an em- 
phasis.on respecting constituents’ wishes. 
However, he was quickly persuaded, after 
Okuk's defeat, to take on the National 
Party. He is now heading the opposition. 

Pressure from Indonesia could be 
another destabilising factor. But Somare, 
whose return was keenly anticipated by 
Indonesia following the pan-Melanesian 
stance of the previous government, is un- 
likely to let such questions distract him. 
Indonesian officials in Jakarta indicated 
that they had high hopes that Somare's 
comeback would strengthen resolve to 
quell the separatist OPM (Free Papua 
Movement) which is still proving an irri- 
tant to Jayapura. 

On August 4, Papua New Guinea 
signed four treaties relating to the 1979 
border agreement with Indonésia. They 
concerned a radio link with the Indonesian 
province of Irian Jaya, traditional border 
crossing arrangements; mapping of the 
border area and marking;the border itself, 
and formalising the joint border commit- 
tee. By providing a framework for future 
consultation and cooperation, these 
treaties may ease tensions along the sensi- 
tive border. a 
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he uproar over the recent rewriting 

of Japanese school history books to 
censor possible implications of Japanese 
militarism recalls the now-forgotten 
suicide of Gen. Korichiko Anami after 
Emperor Hirohito's surrender and the 
hanging of the wrong man, Gen. Iwane 
Matsui, for the horrendous Rape of 
Nanjing. 

Both Anami and Matsui behaved with 
exemplary Japanese correctness. 
Anami, who had been war minister, ab- 
surdly blamed himself for Japan's defeat 
and wrote in a preface to his short will: “I 
respectfully apologise to the emperor for 
my grave offences by now committing 
suicide." On the reverse side he wrote: 
“With firm belief in the indestructibility 
of divine and eternal Japan." 

I recall goat-bearded Matsui, sitting 
silently and impassively in the interna- 
tional court which, after a hearing lasting 
more than two years, sen- 
tenced him and six others of, 
the 25 war prisoners to death, 
16 to life imprisonment, one 
to 20 years and one to seven 
years (Mamoru Shigemitsu, 
another injustice). 

Matsui, to repeat, took the 
blame for the Rape of Nan- 
jing. He steadfastly refused to , 
offer any defence or to give 
evidence, though his frus- 
trated American defence at- 
torney could have proved 
that he was nowhere near the 
city when the sack began and 
that he rushed gendarmes to: 
the city with orders to shoot 
down all rioting Japanese soldiers as 
soon as reports reached him. 

The plausible inside story — never 
properly researched (why not now?) — 
was that Matsui accepted the role of 
scapegoat to shield someone still higher 
in command. Anyway, Matsui had re- 
tired to Tokyo before the end of the war, 
declared that “the imperial army has suf- 
fered indelible shame" and duly and con- 
ventionally entered a monastery, where 
he was arrested. 

Anami, minister of war in the cabinet 
which accepted defeat and surrender on 
the casting vote of the emperor, had 
vainly opposed that August 15, 1945, de- 
cision — weeping on his knees. He 
would have well understood the current 
argument about word-twisting in the Ja- 
panese schoolbooks. His last act as war 
minister had been to insert the incredible 
sentence into the emperor's fateful 
broadcast of surrender: “The war has de- 
veloped not necessarily to Japan's ad- 
vantage." 

Despite the atom bombs on 
Hiroshima and Nagasaki, Anami had 
vainly tried to insist that Japan's surren- 
der should be subject to four conditions: 


irohito. in 1945: 
fateful broadcast. 


» that the Japanese national polity 
should remain intact and the Emperor |. 
supreme; 


» that the Japanese forces abroad ү 1 { 


should not be disarmed at those points, 
but only in Japan on their return home; |. 
» that'there should be no occupation of | - 
Japan; 
» that no Japanese should be punished 
for responsibility for the war. 

The eventual, historical and accepted 


words — (not yet being changed in the | © " 


schóolbooks) — were that “the emperor 
must submit to, and obey, the supreme 
commander of the Allied forces during 
the Occupation," but that “his future 
status will be determined freely by the 
Japanese people." 

That was not good enough for Anami. 


His brother-in-law later told me, in a] 

moving two-hour interview in Tokyo T. 

after my return in 1945, how, before | - 
committing suicide, Anami | - 
had changed formally into a | _ 


white shirt which the emperor 
had graciously given him 
when he had been his aide. 
“He asked me to cover his 
body with his bemedalled 
uniform coat after the hara- 
kiri, and to convey a message 
to his wife with sentiments of 
trust and gratitude, and 
another to his surviving son, 
instructing him to avoid rash | 
behaviour and a hasty death.” © 


Anami did not wish to Gee КАШ 


embowel himself indoors at 
the war minister's official re- 
sidence. He went on to the 
verandah at dawn, bowed thrice in the f 
direction of the palace, squatted, stab- 
bed himself in the left lower side of the 
belly, drew the short sword across to the 
right and then tried to cut the artery on 
the right side of his neck . . . correct for- 
mal technique for hara-kiri. 

His brother-in-law intervened re- 
spectfully: “I drove a second sword, 
which he had given me before he went on 


to the verandah, deep into his throat, as | * 


his limbs were still twitching and the en- 
trails still oozing. Some people mistak- 
enly believe that he apologised only for 
having opposed the emperor over sur- 
render. But he apologised also for 
Japan's defeat." 

Scores of other high-ranking Japanese 
officers followed Anami's example and 
killed themselves in their homes or in 
front of the imperial palace. But they 
shot or poisoned themselves — and 
some, their wives also. They did not 
commit formal hara-kiri. 

(Incidentally — back again to the use, 
or misuse, of words, English or Japanese 
— some of my Japanese friends tell me 
that hara-kiri is now a vulgar word and 
should be replaced by seppuku.) 








n.to look into unemployment and es- 
lishing à new low-interest section of the 
elopment. bank. dealing with agricul- 
„ housing and industry. He also spoke 
i import substitu- 
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bank — the Bank 
~ published its 
rly econo c bulletin, which 
at the patient would. get 
id no signs that the down- 
7 ا ا‎ out. 































































RETURN OF THE HELMSMAN ` 





-(US$156.3 million) for the January- 
ch quarter, the lowest quarterly figure 
four years. For the first time since the 
ink has published its bulletins, the quan- 
of retail goods sold fell by 5% in the 
er. This fall was most marked in the 
ands where one retail company, for 
ample, lost 4095 of its sales in Goroka 

















- The building trade, normally the last 
or to feel a pinch, reported a sharp 
p іп activity. "There was virtually no 
investment," the bank reported; and 
nufacturing output declined. 
nflation declined to an annual rate 
6%. But the consumer price index re- 

















* Government receipts were Ki 
million for the quarter, compa: 
Kina 162 million i in 1981 — larg 


-company in Bulolo, in the Lae hinterland, 








| cently over the question of economic 


| fragmentation of the country. — there is. 


{5° another province and freight has to be car- 


The balan ed we 

due to the expo slump, the bank said. 

The government has made cuts to ac- 
commodate the revenue losses, but almost 
wholly in capital works. This, combined 
with company rationalisation, has added 
to the grave employment problem. The 
number of jobs in the private sector fell by 
8,6% over the previous year. A number of 
factories have closed in Lae, the second 
city. A once thriving timber-products 


constra t on growth =. 
tis the level of wages. 
de-union: structure in 



















'su ccessive cost-of-liv- 
[ о.е private 
and ic sectors . Somare may be consid- 


has laid off hundreds. Of 250,000 young 
people entering the workforce this decade 
— most of them better educated than 
those already in work — it is anticipated 
that only 20,000 will find jobs. 

The Finance Department is facing huge 
problems in drawing up a realistic budget 
for 1983. A request has been made to Aus- 
tralia to forgo the annual 5% cut in real 
value of its aid in the immediate future. 
The current aid programme involves 
about A$1 billion (US$1 billion), in untied 
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About 97% of f land remain in custom- 
ary hands, the rest belongs 
ment; obtaining a lease is an e 
cumbersome process. Alth 
try is fortunate in having the Ok 1 
and copper mine scheduled to g 
duction in 1984 as fi irst-grade 
Bougainville copper mine 
seems unlikely that thé government can 
count on any other major resource deve- 
lopments in the short to mid term. Indeed, 
the minerals department is so short-staf- 
fed that a moratorium had to be declared 
on new prospecting. 

‘The hard-kina strategy has Bin the 
|| major topic for debate among economists 
here with the Finance Department ranged 
against opponents in the central bank. It 
was recently the subject of a review car- 
ried out by Australian. academic Ross 
Garnaut — himself the original architect 
of the policy — American economist Ann 
Kruger and Australian Statistician Paul 
Baxter. У 
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P» ertainly, all sides agree that Papua New 

д Guinea has done well in its economic 
housekeeping, restricting inflation to a 
present rate of 4.6%, domestic debt to 
about Kina 140 million and external debt 
to about Kina 450 million. But the chal- 
lenge is on policy. Have thé governments 
been pursuing mutually contradictory 
policies? 

A Canadian academic, Prof. John Wal- 
ley, said in July in a paper for the Institute 
of National Affairs — which is financed by 
the private sector — that growth perfor- 
mance since independence had been poor 
and that policy seemed to be currently. а 
mixture of impedimentary and facilitative 
approaches to growth. “Land problems, 
the increasing tendency to allocate re- 
sources through bureaucratic rather than 
market decisions, and s some of the effects 
of the hard- kina ‘policy, seem to impede 
growth. On the other hand, the relatively 
open-door foreign trade and investment 
regime and the tax environment seem 
broadly facilitative,” he said. 

Somare has appointed as finance minis- 
ter his former secretary in the Prime 
Minister's Department, Philip Bouraga. 
A stern administrator, he is more likely to 
‘be -better at housekeeping than in 
stimulating policy debate. Much rests. on 
the continuation of political stability. As а 
World Bank report noted in 1978: "The 
outlook for political viability i is, of course 

central to a country's ability to m 
| orderly governmen 








support for the budget, from mid-1981 to 
mid 1985. Since Papua New Guinea's in- 
flation rate is half Australia's and since the 
aid figure is adjusted fully up to 10% ac- 
cording to Australian inflation per year, 
Papua New Guinea is already getting an 
actual increase in aid. The department is. 
trying to claw back money from the gov- 
ernment’s own statutory bodies, such as 
the Electricity Commission and Posts and 
Telecommunications, as the principal. 
shareholder, 

Despite the pressing problems, Somare 
intends to fly to Sydney towards the end of 
August and take a cruise on the liner 
Oriana With his family in the South Pacific 
for three weeks. 

"There has been considerable debate re- 








growth which has been hampered by a 
number of factors. One is the physical. 








for example no road from Port Moresby to 


shipped. Another facto is 
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Light-assembly, la atenaive manufacturing oper- 
ations can’t maintain profitability without these 
three key elements. But where does the best possible 
combination of these elements exist? 

The Republic of Panama is the answer. 

In fact, when comparing the total picture for 
offshore assembly operations, Panama offers substan- 
tial advantages over any area. 

Labor: Panama's available labor pool of skilled and 
unskilled workers is well-educated, 50% bilingual 
and has proven to be extremely productive. Coupled 
with these factors are low minimum wages and flexi- 
ble labor laws. 

Logistics: Panama offers the most developed 
industrial-commercial infrastructure in all of central 
Latin America and the Caribbean, especially for 
light-assembly operations; ample utilities and 
hydro-electric power supply; a modern international 
telecommunications system; and an advanced trans- 
portation system with superb port, rail and air-freight 
facilities. And Panama is a major world banking cen- 
ter with $40 billion in deposits. 

An expanded industrial park in the Colon Free 
Zone welcomes offshore industries with priority 
space and all the advantages of the second largest free 
zone in the world. 

Location: One of Panama’s premier assets is its key 
location between the Americas and the Atlantic and 
Pacific. The Panama Canal offers unparalleled advan- 
tages to manufacturers. New and expanded air freight 
terminals offer daily 
flights to major U.S. lo- 
cations, and the coun- 
try’s major ports on two 
oceans provide daily 
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direct shipping to all world markets and supply dn 

Incentives: Another key element is Panama’s 
positive tax incentives for light-assembly operations 
under the Maquila Program. There are no income 
taxes, no import/export taxes, no sales tax and 
U.S. places no quota restrictions on goods assem 
in Panama. In addition to this, a single-contact “one- 
stop-shopping" agency assists foreign manufacturers. 
in establishing operations by giving maximum ser- 
vice and flexibility with a minimum of red tape. B 


Labor, Logistics, Location. 
Only a few of the reasons why the Republi і 
















business card or just fil out and mail the cou 
below. Thank you. 


| YES! I’m interested in Panama for: 
|2 Offshore Assembly Production Sites 
O Commercial/Financial Interests 


The Republic of Pana =з 
Maquila International —— 
3300 West Greenridge/306 
Houston, Texas O : 
Phone: (713) 781-7383 
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PAPUA NEW GUINEA 


Somare casts his old sp 


The father of 
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nce is back but his familiar political magic may be ` Я 


_ dampened by Magering economic problems such as unemployment 


By Rowan Callick 

. Port Moresby: Within hours of Michael 

— Somare regaining the prime ministership 
_ of Papua New Guinea, clouds began form- 

ing over the parched capital and, in the 


- middle of a dry season, welcome rain 


down. For this, more than one citi- 


_ zen proclaimed “hail to the Chief" — the 


Chief being Somare's affectionate nick- 


{ po 


_ There i is no doubt that Somare's reas- 
magic is in the air. The bureaucracy 


ds ‘settling back after the unpredictability 
_ Of the previous 30 months of Sir Julius 


Chan's five-party coalition, with officials 


- looking forward to being allowed to doing 


- things their way. 


Somare returned as prime minister on 


August 2, chosen by 66 MPs against 40 
- for his opponent and former colleague. 


Roman Catholic priest John Momis. He 
regained the top position after what he de- 
Scribed as five weeks of bitterness and ran- 
cour, during which new MPs jockeyed for 
position following the election. Somare 
ш ramen: “It took five jackals to 
pull down the Pangu lion. But they did it, 
m I pni ted it with grace. But, though I 


- accepted defeat in parliament on that day, 


it was not at the hands of the voters. 
“I reminded the members that 
when the time came, I would return 
'with a mandate from the people. 
That day has come. I have never lost 
Ше confidence of the people." And 
is surely true: Somare is an ex- 

ер ionally popular figure. His 
Pangu Party ran an aggressive 
media campaign with scarcely a 
serious reference to policy. “Pangu i 
save rot" (Pangu knows the way) 


gan. 

Pangu, formed by Somare and 
some friends in 1967, forced the 
pace for independence, which came 
on September 16, 1975, with So- 
mare as prime minister. He was first 
elected to his East Sepik consti- 
tuency in 1968, when he became 
leader of the opposition. In 1972, 
against the odds, he managed to set 
up a government with Chan, the 
гере» Progress Party (РРР) 


is nership continued after 

the $197 election. but fell apart the 
following year after Somare had 
tried unsuccessfully to push through 
iament a measure to restrict the 
involvement of politicians and 
senior public servants in business — 
in the face of incipient corruption. 
Somare invited the United Party 
(UP) to take PPP's place in the 


coalition. The jailing for contempt and 
early release of his justice minister, Nahau 
Rooney, and growing unhappiness in the 
disunited UP led to a successful challenge 
by Chan for the premiership in March 
1980. 

It is ironic that Somare has invited the 
UP back into his government. It is led by 
Roy Evara, whom he had sacked for dis- 
loyalty. At that time Evara was under the 
spell of radical Guyanese politics lecturer 
Ralph Premdas and it was the judiciary's 
guarded response to Rooney's decision to 
deport Premdas which led to her jailing 
and, ultimately, to Somare’s own 
downfall. Evara subsequently joined 
Chan's coalition — and was also sacked by 
him after correspondence with deputy op- 
position leader John Noel.came to light. in 
which Chan was referred to as “a half- 
caste Chinese snake in the grass." 


Ithough Somare is popularly regarded 
as the father of the nation.he has his 
detractors among other nationalists such as 
Momis and John Kaputin, who consider 
that Somare's political emergence was as- 
sociated with white advisers and with 





Somare; Pangu i save rot. 


militant unionism on behalf of a privileged 
class, the public servants. He does depend 
substantially on advice and close attention 
is being paid to who will emerge as his 
chief advisers. 

One is certain to be Tony Siaguru, 
former foreign secretary and now MP for 
Moresby North-East, and a fellow Sepik. 
At press conferences, he is often to be 
seen conferring before Somare delivers 
his own reply. Siaguru was one of four 
senior public servants who urged Somare 
to propose his tough leadership code in 
1978. Another of the quartet, Rabbie 
Namaliu, former head of the public ser- 
vice, was elected member for Kokopo, 
and is now foreign minister. 

Mekere Morauta had remained in the 
highly influential position of foreign sec- 
retary during the awkward Chan years. 
The fourth, Charles Lepani, was defeated 
in his election bid and is likely to be of- 
fered a senior job in the government. 

Other friends and advisers, plus.their 
business contacts and acquaintances, are 
also back. The public service expects some 
relief from the (largely verbal) lashing it 
has taken from Chan and, more fero- 
ciously, from his deputy, lambakey 
Okuk. The rural community ex- 
pects better prices for its crops, 
as promised in the Pangu mani- 
festo. 

Business people look for a 
tougher handling of the provincial 
governments which were set up as 
the priority of the last Pangu gov- 
ernment. They are also hoping for a 
relaxation of offshore borrowing 
restrictions and of investment 
guidelines. Somare hinted during à 
recent visit to Australia that he 
might consider offering a new tax- 
holiday scheme to new investors. 

But does Somare have sufficient 
magic to deliver in the face of the 
nation's economic headaches? He 
and his team are certainly aware of 
the extent of the problems. War- 
time measures were needed to re- 
store national priorities, Governor- 
General Sir Tore Lokoloko told 
parliament in his opening address 
outlining the new government's 
aims. Chan said that the country 
was "besieged by a world recession 
deeper and longer than any in the 
past 50 years." 

Nevertheless, Somare considers 
that he can put things right within 18 
months. His prescription at the 
opening of parliament included car- 
rying through projects begun in 
health, education, agriculture, 
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ў VIEW, June 

published a by Art Direc- 

tor Morgan Chua, admittedly with some 
collusion from this Traveller, depicting a 
selection of history's Amazons, from 
Britain's Boadicea and Vietnam’s Т rung 
sisters to Golda Meir, Indira Gandhi and 
Margaret Thatcher. They all looked ex- 
tremely warlike, and Morgan’s little bull 
“commented: “Of course, they are only 
surrogate men.” A year or so ago, our 
mailbag would have been heavy with 
protests from the more militant of the 
women’s liberation movement, accusing 
„us of extreme male chauvinist-piggery. 
Not a murmur, not a squeak. Is it wishful 
thinking or has the movement lost some 
of its more abrasive momentum? Even 
‘its high priestesses, such as Germaine 
‘Greer and Bella Abzug, seem less stri- 
* dent — and thus more effective — these 
|. days. Whether it reflects gloom after re- 
“ent setbacks, such as the failure of ERA 
— the Equal Rights Amendment — in 
the US, a loss of support as some harri- 
dan women of the movement became 

























i 







cial terms, even of centuries of female 
ppression. Women have excelled in the. 

erpretative arts and have scaled the. 
ieights in one creative art form, the 
novel. But no woman has ever written 
‘any great poetry, or a great play, or 
painted a great picture, or composed a 
great symphony or opera. Some men 
_have done so, overcoming in the process 
every possible setback — disease, deaf- 
ness, failure, grinding poverty, lack of 
education and social oppression. Mean- 
vhile, ladi of the upper classes; at 
— were throughout the centuries 
h both expert tuition and 
of leisure, | riting diaries 
1 nkering uncreatively 
srd and fiddling about 
.. With paint brushes (the only woman who 
painted impressively wore both trousers 
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| tempt to blow Lebanon's fragile political 


| merely 










nounced as being demeaning to the 


female sex (though those featuring male 


models were apparently inoffensive to 
men). Psychologically, such advertise- 
ments actually elevated women, being 
tacit admissions that the product needed 
the ultimate enhancement of (often dis- 
tracting) female beauty in order to ap- 
peal to customers, male ог female. 
Parenthetically, the women’s libbers 
completely misunderstood the psycho- 
logy of pornography, again as demean- 
ing to women. The woman who had col- 
lected her modelling fee to strike a 
seductive pose’ (sometimes submissive, 
sometimes dominating) could hardly be 
demeaned by a poor, lonely, frustrated 
male’s lust for her picture, engaged as he 
was in solitary desire for the unobtaina- 
ble. 

€ THIS column has often featured the 
prose work of an un-named reporter (or 
reporters) of the Indonesian Times; who 


| wields a most original and colourful pen. 


One such item (REVIEW, April 9) re- 


| ported the imprisonment for 30 months 


of a man found guilty of causing the 
death of a young woman named Jenny 
by engaging with her in sexual inter- 
course, using a sexual stimulant, for a 
period of 48 hours. Although the report- 
er's style was intended to be the main 
point of interest, this item sparked off a 


few letters of protest. One — very ra- 


tionally — questioned the propriety of 


giving the girl's name and address | 
though, as that information had been | 
contained in the original, locally pub- | 


lished report, presumably any harm had 


tion of protest. She claimed the item was 


ER RS 


e EIGHT years ago — almost exactly to 


ће week — in the КЕМЕМ of August 9, 


1974, this column was written by Philip 
Bowring (now Deputy Editor) from 


‘Beirut. One of the paragraphs read: “Al- 


though foreigners feel safe enough from 


‘the raids of the Israelis in central Beirut, 


if they take the trouble to leave the 
tourist haunts they will see why the locals 
live in fear. The Lebanese view is that 
the raids are less an effort to satisfy Is- 
raeli domestic blood lusts than: an ats 


unity apart, setting Christians and Mus- 


pen.” | 
Prophetic words! 


nians against everyone. It could hap- 





lims against each other and the Palesti- | - 


to. .titillate - 
chauvinists," said that. 
“sickened and upset" by th 
"gleeful tone" and added tell 
“look forward to chuckling over a fut 
Traveller's Tales item. on the де 

















s But perh 
| uld not find this so am: 
ing." — i 


comedy and those from Shake 
down who have portrayed th 















male exploitation — though the 
no suggestion in the report th: 
not been an enthusiastic pa 
two-day sexual encounte 
verse the roles, and see hc 
logic works then: not so long 









inent international figure 

fice and it was reliably repor 
the time he was engaged in si 
gress on the top of his des 

male reaction was philosopt 
you had to go, what a way to go: 
with a smile on one’s face. > 
e IN fact, our 




















up ofa special un 
entirely devoted 
bers damaged by 
wives or fiancees 
the habit of wi 
unfaithful hus 








































already been done. One young lady, a | дел 
foreigner resident in Peking, was more |. 
extreme and even got up a sort of peti- | 













-filled balloon and | 
leased it skywards. TUER 

This form of revenge is not unknow 
іп Japan — indeed it was a feature 
of that. country's most lurid m 
cases. And as recently as June 29 
Japan Times reported the arrest of 
year-old hostess for murdering 
lover, a snack-bar manager, after th 
affair had “cooled,” then с 


































was a тап — 
vho sent me the 
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igid digit rigid by 

£ dear Peking correspon- 

dent, you n ack this Traveller (and 

Anthony Starkins) for lack of taste, but 
y not for sexual discrimination. 
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“In Sydney, they say 
it’s the most exciting thing to 
happen since the 
Opera House.” 





In the heart of Sydney, overlooking 
the Opera House and the Harbour 
Bridge, a new landmark is being 
created. 

It'sa hotel. And a rather special one. 
The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

When this hotel opens, it will boast 
an outdoor pool perched above the 
harbour. 

Its meeting and conference facilities 
will include Sydney's finest ball- 
room. 

And the services offered to guests 





will rival the world's greatest hotels. 
It will be the first of its kind in 
Sydney. A hotel for perfectionists 
A Regent. 

From late 1982. 


the 


А REGENT*INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. SYDNEY 
MELBOURNE. MAUL ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 











SYDNEY 238-0000, TELEX 73023; AUCKLAND 33-396; AUSTRALIA-WIDE TOLL FREE 008-222-008; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541; 
FRANKFURT TOLL FREE 282906; LONDON 01-730-8687; U.S.A TOLL FREE 800-545-4000 OR CONTACT ANY REGENT INT ERNATIONAL HOTEL 


Permit No: RC/24/80 


ABN.The Dutch Bank? 
Do they just deal in guilders? 





Over 140 currencies are handled by ABN Bank. 


ABN handles so many different currencies ^ makes us truly the largest international 150 years of experience and international 
because our Bank is truly international. We Dutch Bank expertise can help you 


are equally at home with the Saudi Riyal as We've been in East Asia since 1824 
well as the Yen. 


so we know the region well. We offer a 
Apart from over 700 branches in Holland, ^ complete range of financial services from n 
we also employ nearly 8,400 experienced international letters of credit to providing 


people throughout the World. loans to local businessmen. The largest international Dutch bank with over 
With assets exceeding F1.122.5 billion, this Call on the ABN and find out how our 150 years experience in East Asia 


INDONESIA. Jakarta: Jalan Ir. Haji Juanda 23-24 Tel 362309. Sub-branch. Kali Besar Timur 111/19 Tel. 673143 MALAYSIA. Kuala Lum 
Pantai Tel. 362144 SRI LANKA: 41 Janadhipathi Mawatha Colomb: Tel. 20205 SINGAPORE: 2 Cecil 
Chiyoda-ku Tel. (03) 211-1760 Fukuoka: Hakata Shin Mitsui Building 1-1 Hakata Ekimae 1 <һоте, Hakata-ku, Fukuoka 812 Tel. (092) 473-1955 Kobe: Daishin Building 113 Higashi-machi, Chuo-ku 

Tel. (078) 321-4591 Osaka: Toko Building No. 5, 4«home Azuchimachi, Higashi-ku, Osaka Tel. 06-261 KOREA: Daewoo Centre Building Room 1818 No. 541 Namdaemoon-roS-ka Chung-ku Tel. 778 0221 
HONG KONG: Main Branch, Holland House 9 Ice HouseStreet Tel. 5 236001. TAIWAN. (R.o.C.) Taipei: HBU Bank (Affiliation of ABN Bank), 61-1 Sung C hiang Road, Tel. 581-8131/5 
HEAD OFFICE: Amsterdam Netherlands 32 V ijzelstraat 





pur: Wisma Sachdev 16-2 Jalan Raja Laut Tel. 989155 Penang: 9 Leboh 
rt Singapore 0104 Tel. 915511 JAPAN. Tokyo: Fuji Building 2-3 Marunouchi 3<home 
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WWF/Kojo Tanaka/BCI 


The 
Giant Panda 
needs your help 
to survive 


(Que every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your mor 

Please send contributions to the WWF 
National Organisation in your country or direct te 


WWE International, 1196 Gland, 
Switzerland. 








Heat. Extreme turbine heat To cool turbine airfoils in 
advanced jet engines, more than 100, 000 minute holes 
must be drilled in а complex of turbine blades and 
vanes. Using standard methods on standard metals, a 
difficult task. On new super alloys, a near impossibility 
almost too costly to consider. Electre chemical tech- 
niques were used until GEs precision drill team 
turned to laser light 

With lasers General Electric has reduced drilling 
costs 20-90% And moved out design flexibility light- 
vears ahead. 50 that our customers can benefit from 
new turbine airfoils that pertorm better, longer, and 
cost less, too 

Laser drilling lust one of the many technologies 
harnessed by CE to make our jet engines more fuel 
efficient, quieter, smokeless, more advanced, easier 
to own and operate A record of outstanding per- 
formance no one can poke full of holes 
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. There was a 
and urban political euphoria, but no pro- 
E in alleviating famine or inflation. 

eanwhile, armed Vietminh activists 
moved from village to village, encourag- 

_ ing people to organise their own local re- 
volutionary committees, to break into 
Een rice granaries and to prepare 
or a nationwide uprising at the time of AI- 

lied invasion or Japanese capitulation, 
whichever came first. 

By early July 1945, Japanese units had 
withdrawn from a number of exposed pos- 
itions in the foothills of Tonkin and 

Annam. Moreover, as long as Vietminh 
Squads did not threaten their lines of com- 

‘munication, the Japanese allowed politi- 
cal affairs in the countryside to go their 
own way. In only a few weeks the public 
image of the Vietminh changed from that 
ofa iint band of poorly equipped anti- 

_ colonials to a nationwide movement capa- 

ble of seizing and defending Vietnamese 

independence. 

Upon hearing Allied radio stations re- 
| port the unconditional surrender of 
і. - Japan, Indochinese Communist Party 
cells and Vietminh committees moved to 
OMS aside the existing administration. 

ost notably, on the morning of August 

_ 19, tens of thousands of peasants joined 

- Hanoi townsfolk in liberating all govern- 

ment installations except those few still 

` being guarded by Japanese troops. Al- 
though Vietminh attempts to disarm Ja- 
panese units on ‘behalf of the victorious 

Allies were uniformly rebuffed, local Ja- 

panese commanders sometimes allowed 

_ stockpiles of former French weapons to 

| pass into Vietminh hands. In other cases 

- the French-organised Vietnamese Civil 

_ Guard switched sides to the Vietminh or 

turned over their guns and returned 

home. 


Ux the terms of an Allied agreement 
reached several weeks earlier in far- 
away Potsdam, Kuomintang Chinese troops 
marched in to take the Japanese surrender 
north of the 16th parallel, while British 
` troops did likewise in southern Indochina. 
When rioting and pillaging broke out in 
- the Saigon area, the local commander of 
'the British forces refused to have anything 
to do with the deeply concerned 
representatives of the newly established 
Democratic Republic of Vietnam. Instead 
he ordered Japanese battalions on to the 
streets again and rearmed those French 
units which had been interned since 
‘March. Full-scale confrontation thus be- 
came inevitable. 
Because of the relative ease with which 
Vietminh groups took power in August 
1945, some French and British officials 
- convinced themselves that the Japanese 
were masterminding the whole affair as a 
way, even in defeat, of making life 
troublesome for them. Occasionally they 
went so far as to label Ho a Japanese 
agent. When they learned the fallacy of 
such arguments it still proved convenient 
-to advance them in order to help discredit 
the fledgling Vietnamese republic. How- 
ever, Chinese and American officials pos- 
sessed sufficient information of their own 
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and British claims. 

More than three decades after these 
events no evidence has turned up to 
suggest systematic Japanese connivance 
with the Vietminh's success. At most, local 
Japanese commanders reached under- 
standings not to block the Vietminh so 
long as they did not attack Japanese per- 
sonnel and were able to restrain others 
from doing so. On the other hand, it ap- 
pears that several thousand Japanese sol- 
diers chose to desert and remain in In- 
dochina rather than return in disgrace to 
their homeland. Several hundred even- 
tually were accepted into Vietminh units, 
being prized especially for their know- 
ledge of military hardware. A handful of 
Japanese officers became advisers to Viet- 
namese commanders; one colonel, for 
example, helped to plan the last-ditch de- 
fence of Hanoi in December 1946. 

In the Cold War atmosphere of the late 
1950s it was to be expected that Japan 
would develop close ties with the regime 
of Ngo Dinh Diem in Saigon, while largely 


Ho: an ‘agent’ ignored. 





ignoring Ho and his government in Hanoi. 
Tokyo paid reparations to Saigon which 
had the effect of stimulating trade and 
Opening up opportunities for private cor- 
porate investment. One of the most am- 
bitious Japanese projects involved build- 
ing a dam at Danhim, near the resort town 
of Dalat, to supply electricity to Saigon. 
Completed in 1966, Danhim was neu- 
tralised by the Vietcong. 

During the period of maximum US in- 
volvement in Vietnam; from 1965-72, Ja; ` 
panese companies made huge profits ser- 
vicing the American war machine and sell- 
ing manufactured goods to South’ Viet- 
namese consumers via the US-financed 
commodity imports programme. Japan- 
ese transistor radios, fans, motorbikes and 
mini-tractors came to symbolise tle 
democratic way of life: The fact that South 
Vietnam possessed very little to sell to 
Japan appeared to trouble no one except 
the American taxpayer, who was forced to 
make up up the difference. 

With the end of the war in 1975, Tokyo 
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the victorious government in Hanoi and to 
discuss a programme of post-war recon- 
struction aid. Japan agreed to provide 
grants totalling US$45 million in 1976, 
which Hanoi labelled reparations for dam- 
ages incurred during World War II. A Ja- 
panese electronics firm that had been 
operating outside Saigon under the old re- 
gime was allowed to continue producing 
radios and TV sets for export. Exports of 
high grade anthracite coal from northern 
Vietnam to Japan increased dramatically. 
There was talk of Japanese technological 
and capital assistance in the development 
and export of chromium, oil, corn and 
marine products. 


y early 1978, however, the momentum 

was being lost. Vietnamese communist 
officials proved far too slow, suspicious and 
inept in business dealings. Crackdowns on 
local entrepreneurs led Japanese and 
other foreign capitalists to wonder if 
Hanoi was abandoning its commitment to | 
a mixed economy. Meanwhile, Asean 
leaders were complaining that Japanese 
economic assistance to Vietnam rep- 
resented a diversion of aid away from the 
non-communist countries of Southeast 
Asia. As relations deteriorated between 
China and Vietnam, Peking also put pres- 
sure on Tokyo. 

Vietnam's invasion of Cambodia at the 
end of 1978 brought matters to a head. 
Japan withdrew its pledges to Hanoi for 
US$70 million in aid in 1979. When China 

invaded Vietnam in February 1979, 
Tokyo confined itself to perfunctory dip- 
lomatic chastisement; there was по 
thought of reassessing the Sino-Japanese 
treaty of friendship signed in 1978 or of 
withdrawing pledges of economic aid to 
Peking. 

Thus the strategic lines were drawn 
which determine relations between Viet- 
nam and Japan to this day. If forced to 
choose, Tokyo obviously would place ties 
with the US, China and Asean far ahead 
of any gains to be made with Vietnam. It 
also has special reason to be concerned 
about any Soviet military presence in cen- 
tral Vietnam, adjacent to the main ship- 
ping lane to the Middle East and Europe. 
On the other hand, Japan clearly benefits 
from any alleviation of big-power polarisa- 
tion in Southeast Asia. It can be expected 
to probe constantly for ways to reduce ten- 
sions, thus increasing the chances of doing 
“business with everyone. 

Currently Tokyo is trying to convince 
the US and Thailand that concrete posi- 
tive incentives ought to be offered Hanoi 
to withdraw troops from Cambodia and to 
reduce its dependence on the Soviet 
Union. As both Washington and Bangkok 
continue to accept China's argument that 
Vietnam must be isolated and punished, 
not much is likely to happen in the short 
term. Nonetheless, Japanese diplomats 
are noted for their quiet persistence, un- 
like the generals who thrust Japan into In- 
dochina in the 1940s, so it cannot be as- 
sumed that Japan will necessarily follow 
the Chinese line on Indochina indefi- 
г) 
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avid Marr Eon 
| In August and Sep- 
mber 1940, the Ja- 
were planning 

an Offensive -which 
had effects possibly 































more far reaching 
than any. On. the 
evening of September 


22,. Japanese. army 
"units attacked French 
posts near t Lang Son on the Sino- 
frontier. The battle was short 

rous for the defenders. Hun- 
Vietnamese colonial soldiers fled 


hills апа were disarmed by local - 
| | British, Dutch and Americans lost their 


T fieavy pressure from Tokyo. The 
€ were especially. anxious. tO cut. 
plies reaching Chinese Kuomin- 
orces in Yunnan via Haiphong. 

se army units in southern China. 










in-the occupation of Tonkin (north- 


jetnam). Titular leader of this force- 
Prince ‘Cuong De, long-time pte. 


о ће Vietnamese throne, protege 
tese prime minister, Inukai- 

til the latter's assassination іп 

d organiser of the Vietnam Na- 
al Restoration League devoted to 


It inside the colony. 

Jnfortunately for Cuong De and his 
lowers, Tokyo struck a deal with Vichy 
'reby French sovereignty continued to 
‘ecognised in exchange for the Japan- 
army entering Tonkin and a complete 
otiation of economie relations; It 
"likely that the attack on Lang Son 
last ditch attempt by elements of the 
anese army to disrupt that agreement 
ivour of dumping the Frencventirely. 

о, it failed, and local Japanese com: 

ders were forced to order their Viet- 
yese auxiliaries to withdraw to China. 


ian Trung Lap moved deeper into 
g Son province and attacked French 
önnel and installations. The French 
‘obtained Japanese permission to 








though presumably bewildered by 
Japanese duplicity, Lap and his group 

it grimly to the end of 1940. Survivors 
e tually straggled north to Chinese- 























arlier armed and trained an auxiliary 
mese force of about 1,000 men to | 

























sing anti-French, pro-Japanese senti- | 


ome auxiliaries obeyed, but others led- 


nter-attack these rebellious Vietnam- 





held territory in western Guangxi province. 
It is often forgotten that Indochina 
played an important if passive role in pre- 
cipitating the Japanese attack on Pearl 
Harbour. Following Hitler's June 1941 in- 
vasion of the Soviet Union, Tokyo de- 
cided to move air, sea and ground units to 
Cochin China (southern Vietnam), a clear 
threat to Singapore and to the oil fields of 
Borneo and Sumatra. The United States 
together with Britain and its dominions 
and the Dutch East Indies retaliated by 
mounting an economic embargo against 
Japan that led directly to war. 
Once the. Pacific war began and the 


colonies; French Indochina was the only 


t place in Far East or Southeast Asia where 


the. white imperialists could continue to. 


policy category alongside Thailand, with: 
changes in the status quo subject to at least 


| consultation, and in Some cases extended 
| | negotiation. Tokyo always held a trump 
"card —- the threat i 






intern or destroy 
French forces — but chose not to use it 
until March 1945, ^ 


owever, World War I brought consi- 
derable economic dislocation to In- 
dochina. Upset forever was the conve- 
ient balance between taking out low- 
‘priced raw materials from the colonies and 
sending in high-priced finished products 
from the imperial motherland. Although 
the Japanese certainly worked to divert 
Indochina’s raw materials to themselves, 
their plans for exporting manufactured 
goods to Indochina suffered repeated set- 
backs, particularly after 1942, as serious 








"shortages emerged at home. 


By 1944 even badly needed raw mate- 
rials were piling up in Saigon (now Ho Chi 
Minh City) and Haiphong warehouses for 
lack of shipping. By 1944, too, forced crop 
changes, rice confiscations, inflation, Al- 
lied bombing and bad weather had com- 
bined to produce a truly desperate situa- 
tion for millions of Vietnamese in Tonkin 
and Annam. 

Many Japanese in Indochina made no 
secret of their distaste for Tokyo’s war- 
time deal with the French. Japanese infor- 
mation attaches went a step further, pro- 


į. selytising'on behalf of Asid-for- the-Asians 


and.the elimi ation, 
cahtüral а 
ese propaganda spoke;of eventual inde- 
pendence for Vietnam. Some anti-colo- 
nial Vietnamese developed covert work- 
ing relations with members of the Kem- 
peitai — military sécurity forces — as well 
as the. Japanese civilian intelligence and 
enterprising businessmen. 

However, any time the French obtained 
concrete information on potentially 
threatening link y brought them to the 


perverse Western 





shów the flag. Japan placed Indochina in a. 


ссаѕіопаПу Japan- | 








attention. of the top-level Japanese au 
thorities in Saigon. If this pragucen nore-. 
sults, French police often moved unilater- : 
ally against the pro-Japanese group in 
question. The result was an elaborate 
shadow-play, with. various pro-Japanese 
elements continuing to function but quite 
unable to build themselves to a point 
where they represented any serious threat 
to French rule. ۰ 

With Western : Japanese im- 
perialists sharing the same bed, however 
uncomfortably, it should come as no sur- 
prise that Vietnam during World War II 
developed the ‘most effective indepen- 
dence movemen an Southeast Asia. Ho 
der the strategic 
ginning. In January 
to Vietnam after 30 
nveniently ignored 
and pushed hard 
ted front, called the 
League, or Viet- 
powers seemed а 
Ho's compatriots. 
Jk ca were 
ly. And by 1945 























etn sage capab guiding hen through 
the perilous shoals of liberation and na- 
tional revolution. 

Decoux had one paramount sbara 
to maintain the French colonial system 
pending the outcome of the war, By.eatly 
1945, this was becoming increasingly dif- 
ficult, perhaps impossible. The Vichy re- 
gime having been vanquished in July-1944, 
Gen. Charles de Gaulle was eager to re- 


build French self-esteem by involving his 2. 


forces in every possible Allied campaign, 
including counter-attacks on Japanese 
forces in Southeast Asia; Further, he ap- 
preciated that the French case for post- 
war control of Indochina would be 
seriously undermined, particularly in the 
eyes of the Americans and Chinese, if 
Prenchmen continued to collaborate with 
the Japanese until the time.of Allied vic- 
tory in the Pacific. Gaullist. emissaries 
parachuted into Indochina to make these 
points with Decoux, and to plan an attack 
on the Japanese. 

From radjo intercepts and undercover 
agents the Japanese managed to become 
better informed about-Gaullist activities 


in Indochina than Decoux himself. The i, 


Japanese army in Indochiina had no desire 
to find French forces attacking from the 
rear in the event of an Allied amphibious 
landing. Repeatedly Tokyo was pressed 
on this matter and in early February 1945 
elaborate secret plans were approved for 
disarming colonial troops and interning 
the. French population, both military. and 
civilian. 

The March 9, 1945, coup de force by the 
Japanese successfully eliminated. the : 
French colonial presence in about. 48 
hours. Emperor Bao Dai was permitted to. 
declare Vietnamese independence A 
endorse a cabinet of doctors, 

































of Asean's performance, promise and po- 
tential. 

Things seem to be moving favourably 
and it is tempting to be content and satis- 
fied with the present state of its develop- 
ment. But such a complacent attitude 
would do a great disservice to the Five: on 
the contrary, the matured grouping has al- 
ready completed its second phase and 
must move further. The crucial question 
is: where and how to go from here? 

It is all very well to be realistic, open- 
ended and flexible; these traits have so far 
contributed positively to Asean's develop- 
ment and progress. But, admirable as they 
are for reacting to and coping with events; 
they do not encourage Asean to think, to 
chart its direction and to plan ahead. Al- 
though they have served the group well up 
to now, they are likely to be found wanting 
as it moves into the next phase of develop- 
ment which must begin soon. 


I? a sense, Asean has to be more decisive: 
it must know where it wants to go and 
how to organise itself in order to get there. 
This is probably the most crucial question 
and the answer to it, which will require 
greater efforts of collective will and deter- 
mination, can no longer be postponed. 

The overall lack of concrete results in 
Asean cooperation has become too persis- 
tant and too glaringly obvious to be ig- 
nored or explained away. Particularly in 
the area of economics there is increasing 
concern that, in spite of endless meetings 
at all levels, things have been moving ex- 
tremely slowly. 

There is a real danger that these innum- 
erable meetings will deteriorate into in- 
stitutionalised rituals. Although it is en- 
couraging that Asean has widened itself 
from government-to-government coope- 
ration into an increasing number of non- 
governmental sectors, tangible results of 
this have yet to be increased proportion- 
ately. Cooperation must be seen to yield 
results, otherwise it becomes cooperation 
for cooperation’s sake which Asean can- 
not afford. 

An increasingly cohesive group with ris- 
ing international visibility and recognition 
has to increase its capacity to make collec- 
tive decisions and to be able to speak with 
one voice, Although there is no doubt that 
consensus has been well-suited to Asean 
— operationally, temperamentally and 
culturally — it has often conveyed a mis- 
leading impression of the Five’s inability 
to make up its mind and its tendency to 
avoid specifics in favour of generalities 
and to postpone needed decisions, There 
is room for qualitative improvement. 

Asean should take stock of what it has 
done or failed to do and produce a balance 
sheet listing its assets and liabilities on a 
priority basis. Ideas and recommenda- 
tions, discussion and debate should not be 
confined only to official Asean circles. 
The organisation has developed to the ex- 
tent where it can and must go public in the 
sense that Asean-wide public interest and 
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involvement must be increasingly taken 
into account, An Asean-wide debate on it- 
self can only benefit its search for a role 
and direction. 

Asean has experience of debate, having 
initiated and continued useful dialogues 
with Japan, the United States and the EEC 
which have recently been extended to in- 
volve various non-government sectors. Is 
it not about time that Asean had an intra- 
Asean dialogue, not only at government 
and official levels but involving as widely 
as possible non-governmental sectors too? 
The creativity and quality of such a public 
debate aside, an important by-product 


could well be the perception of Asean by 
its own public. 

The past 15 years can be viewed as satis- 
factory and successful in terms of develop- 
ment and progress completing what 
perhaps can be called the two phases of 
childhood and growing up. Now for adult- 
hood: in the next five years, Asean will 
have its 20th anniversary, legally marking 
its coming of age. It is to be hoped that in 
1987 Asean will come of age not merely in 
the formal and legal sense of longevity, 
but also in the sense of making further 
progress for the region commensurate 
with its new adult status. 
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Asean meeting in Singapore earlier this year: making haste slowly 





How to disagree without 
being disagreeable 


f Asean is currently viewed as à success, 

then it seems to have been successful de- 
spite the fact that its official aims remain 
mostly unfulfilled. According to the 1967 
Bangkok Declaration establishing Asean, 
its objectives — called “aims and pur- 
poses" — emphasise economic, technical, 
social and cultural cooperation. If these 
stated aims and purposes are to be used as 
yardsticks for assessing Asean, then it has 
failed to attain its objectives, With lack of 
concrete and tangible results due to its ap- 
parent inability to agree on specific and 
feasible measures for cooperation, a seri- 
ous case could be made against Asean in 
terms of the rather large gap between its 
aspirations and accomplishments. 

But why then is Asean usually regarded 
as successful? The trouble with the above 
criteria in measuring its performance is 
that they are too narrow and too logical. 
The Bangkok Declaration needs to be 
carefully examined in totality with parti- 
cular reference to the long preamble pre- 
ceding the aims and purposes. If Asean is 
thus assessed, then a justifiable claim can 
be made that it has been making good pro- 
gress. Indeed, the current image of its suc- 
cess is all the more remarkable if two 
rather unfavourable realities are also 
taken into account: scepticism, doubt and 
uncertainty prevailing at the time of its 
creation, and the period of development 
beginning in 1975 when Asean could be 
regarded as seriously getting off the 
ground. 
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The often-heard reason for its ability to 
pull itself together and develop into a 
more cohesive grouping is that the organi- 
sation has simply responded to a per- 
ceived common threat, primarily due to 
the historic change in Indochina after 
April 1975. Without such a common 


| threat strengthening mutual interests and 


needs among its members, it is argued, 
present progress would not have been pos- 
sible. 

While the reason for its intensified 
development as a response to a threat is 
valid, this should surely be regarded as a 
credit to Asean and not as implied criti- 
cism. As for the argument that Asean's pro- 
gress could not have taken place without 
perception of the common threat, this is a 
moot point: nobody could claim to know 


how Asean would have developed if the | 
threat had not existed. What is unques- | 


tioned is that it has spurred Asean to 
greater efforts, accelerating a hitherto lei- 
surely pace of development. 

While this reasoning has rightly and fre- 
quently been mentioned, it should not be 
invoked to overshadów a fundamental 
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and more important reason. Thisconcerns 
the whole Asean approach to coopera- 
tion, which has in turn determined its 
modus operandi. From the very begin- 
ning, the Five have recognised the reality 
of their regional context which, certainly 
in the early years, imposed considerable 
constraints. Asean has further accepted 
diversities, differences and possible con- 
flicts among its members. Thus the whole 
approach to cooperation has been firmly 
based on reality and pragmatism 

Therefore, cooperation in the usually 
understood sense of nations agreeing to 
do things together has also assumed an ad- 
ditional meaning for Asean: cooperation 
as a device to contain and, if possible, 
minimise differences and possible con- 
flicts among Asean members themselves. 
In this additional meaning of cooperation, 
Asean's performance has been impres- 
sive; comparison of relations among the 
Five before Asean and now would surely 
show considerable progress. 

As for positive cooperation to achieve 
concrete results, Asean has accepted dif- 
ficulties and complexities, particularly in 
economic cooperation. As a consequence, 
the group has been realistic in making 
haste slowly (though probably far too 
slowly for most Asean critics) and has 
avoided grandiose schemes in favour of 
low-cost, low-risk cooperation 

In addition to realism and pragmatism, 
the Five’s approach to cooperation has 
been characterised by a great deal of 
open-endedness and flexibility, the es- 
sence of which is consensus — easily 
faulted as slow and cumbersome. How- 
ever, consensus has not only served Asean 
well as a device to avoid possible confron- 
tation and imposition of majority views, 
but is surely also a suitable Southeast 
Asian operating style 


peus the most significant feature aris- 
ing out of Asean's approach to coope- 
ration has been the practising, strengthen- 
ing and widening of cooperation based on 
mutual interests and needs. This has al- 
ready yielded two fruitful results: first, it 
has reinforced mutual respect to the point 
at which Asean members can disagree and 
have divergent views without being disag- 
reeable. Secondly, it has considerably in- 
creased the practice of consultation to the 
point at which it has become normal, 
certainly at government and official 
levels 

With closer cooperation, increasing 
cohesiveness, viability and vitality as well 
as international visibility and recognition, 
Asean has grown up. It is now a live, im- 
portant regional grouping to be taken seri- 
ously. Since Southeast Asia as a region 
happens to be important economically 
and politically, the role of Asean has in- 
creased and is likely to grow even more in 
future. As Asean has become more visible 
internationally, its stands on issues and ac- 
tivities have been receiving serious, closer 
attention: there is now a rising expectation 
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tries concentrate on high value-added 


high technology industries. That way 
there will be an international division of 
labour which will be beneficial to all." 
Both at press conferences and in his two 
rounds of talks with Mahathir, Fraser 
staunchly defended Australia's record in 
opening its markets to foreign imports and 
his arguments clearly made some impres- 
sion on the Malaysian leader. Fraser pro- 
duced a battery of statistics to show that 
Australia imported far more manufac- 
tured goods, textiles, clothing and foot- 
wear on a per capita basis than did the 
United States, Japan and Europe — all of 


_ which were much bigger and potentially 
more important markets for Malaysia's 
export products. 


He said 79% of Malaysia's imports en- 
tered Australia duty free or at developing- 
country preferential rates. Australian 
tariff quotas affected only 3.4% of Austra- 
lia’s imports from Malaysia and its four 
Asean partners — Indonesia, the Philip- 
pines, Singapore and Thailand. Sources 
close to Fraser said he also pointed out 


_ that if Malaysia and other Asean countries 
kept demanding much greater reductions 


in tariff barriers than public opinion in 


, Australia — including the unions and the 
` opposition Labor Party — were prepared 


to accept at this time of domestic 
economic difficulty and relatively high un- 
employment, it would make his govern- 
ment's commitment to gradual cuts more 
difficult to sustain. 


Or point stressed by Fraser was that Ma- 
laysia and its Asean partners had man- 
aged to secure only about A$60 million of 
Australia’s annual A$1.4 billion worth of 
textiles, clothing and footwear imports. 
The lion's share of quotas was going to 
Hongkong and northeast Asian indus- 


- trialising states Taiwan and South Korea. 


Malaysia's share was only A$19 million. 
The two sides agreed, at Fraser's sugges- 


- tion, to get their officials to find out why 


Malaysia was not getting a bigger slice of 
the market for textiles, clothing and foot- 
wear — and for any other products of con- 
cern to Malaysia. This inquiry could be 
widened later to include private sector 
businessmen from both countries. 

At a press conference after the final ses- 
sion of talks, Mahathir was asked about 
trade problems with Australia. He said 
Fraser explained Australia’s current 
economic difficulties and the govern- 
ment's programme for phased reduction 
of protection in certain areas, particularly 
textiles, clothing and footwear. 

“It was pointed out to us that despite 
tariff barriers, Taiwan and Korea and 
other countries were able to export to 
Australia considerable amounts of man- 
ufactured products. So maybe we need to 
examine the reasons why Malaysians have 
not been able to be as successful . . . Hav- 
ing had these things pointed out, before 
we can ask them [the Australians] to lower 
the tariff I think we should examine our- 
selves first because if they lower the tariff, 
the benefit might very well go to other 
countries, not to Malaysia. So we are not 
going to fight somebody else's war." — fg 


Seoul hangs tough 


France ducks the Pyongyang recognition issue — and 
French business stands to gain from its action 


By Shim Jae Hoon 

Seoul: When French Foreign Minister 
Claude Cheysson arrived in Seoul on Au- 
gust 5 for a three-day visit many diplomats 
wondered if it was not the beginning of a 
rough ride for French-South Korean rela- 
tions. In Paris, reports had been circulat- 
ing for weeks that the. socialist govern- 
ment there was finally going to recognise 
North Korea. If that were to happen, dip- 
lomats noted, it would mean a major 
breakthrough in Western Europe for 
Pyongyang and a significant setback for 
Seoul. 

However, Cheysson promptly moved to 
allay such misgivings in Seoul. In his meet- 
ings with President Chun Doo Hwan and 
Foreign Minister Lee Bum Suk he wisely 
kept clear of all official references to the 
North Korean recognition issue. In pri- 
vate Chun and other officials were assured 
that the contentious issue was better put 
off indefinitely rather than being debated 


Chun, Lee and Cheysson: steering clear of problems. 





in public. *We will do nothing to displease 
Seoul," one French official was quoted as 
saying. Instead, bilateral economic coope- 
ration dominated the talks. 

The reports of possible French recogni- 
tion of Pyongyang could not have come at 
a worse time for South Korea. Chun needs 
all the diplomatic support he can muster to 
improve his image at home in view of the 
kerb-market scandal involving some of his 
relatives and former high officials 
(REVIEW, July 2). In his bid to bolster his 
standing, the South Korean president is 
embarking soon on an extended tour of 
African countries plus Canada. 

South Koreans also think Paris had little 
to gain from its. purported overture to 
Pyongyang except perhaps the hollow 
satisfaction of living up to socialist princi- 
ples. While two-way trade between Seoul 
and Paris now stands at an annual US$683 
million — slightly in favour of the former 
— the trade between France and North 
Korea is marginal. The North has continu- 
ally defaulted on its payments of overseas 
debts, mainly to Japan and West Euro- 


pean countries. Even if Paris were to open 
its diplomatic doors to Pyongyang, it 
would be doubtful if French businessmen 
could gain much from the move. 

In contrast, the South Korean five-year 
development plan has a lot to offer French 
business, which is particularly interested 
in bidding for two nuclear-power reactors 
worth US$2.5 billion, a high-speed train 
system between Seoul and Pusan worth 
US$1.5 billion and a steel mill worth US$3 
billion. French firms have also been eye- 
ing other long-term deals, including a 
communications satellite for the 1988 
Seoul Olympic Games and a major termi- 
nal for liquefied natural gas. The French 
business community in Seoul, which was 
banking partly on good political ties be- 
tween Seoul and Paris, reacted strongly 
against the reports of the French overtures 
to Pyongyang. 

After a frosty airport reception, the 
South Koreans let it be 
knownto Cheyssonthat 
any move to recognise 
Pyongyang could pro- 
voke instant cancella- 
tion of all bilateral eco- 
nomic deals. "Our mes- 
sage is short and clear," 
a Seoul official said. 
"Either France takes 
the North and doesusin 
or France deals with us." 

On its part, South 
Korea suggested that 
Paris should use its dip- 
lomatic leverage to get 


one of the major 
socialist. countries — 
Seoul would prefer 


China — to recognise 
Seoul in exchange for any French overture 
to Pyongyang. This is the so-called cross- 
recognition formula which the South 
favours with backing from Washington. 

At a news conference here, Cheysson 
indicated that he was conscious of a possi- 
ble French role for solution of the Korean 
question. “That Korea, a nation of 60 mil- 
lion people on both sides, should remain 
partitioned is abnormal and dangerous. If 
we can help [in reunification], if we were 
asked to do so, we would be pleased to 
help." But it was up to the Koreans to de- 
cide how they should achieve reunifica- 
tion, he stressed. 

As a result of the Cheysson visit, South 
Korean officials are much reassured on . 
the overall French perception of the Ko- 
rean question. A series of announced fol- 
low-up moves, including the arrival here 
next month of French Minister for Inter- 
national Trade Michel Jobert and even- 
tually that of President Francois Mitter- 
rand, probably in April, point to a distinct 
improvement in French-South Korean re- 
lations. [г] 
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The visit to Malaysia of Australia's prime minister 
establishes the basis for a closer working relationship 


By Michael Richardson 

Kuala Lumpur: Australian Prime Minis- 
ter Malcolm Fraser's four-day official visit 
to Malaysia appears to have defused — at 
least for the time being — long-standing 
Malaysian criticism of Australia's industry 
protection policies. It also clarified the 
views of both governments about future 
deployment of Royal Australian Air 
Force fighters presently stationed in 
Malaysia and enabled Malaysian leaders 
to brief Fraser at length on latest develop- 
ments in the diplomatic manoeuvring be- 
tween Asean and Vietnam. over Cam- 
bodia. 

Fraser had two rounds of talks lasting 
more than four hours with Malaysia's 
Prime Minister Datuk Seri Mahathir 
Mohamad. They ranged over the state of 
the world economy and its impact on 
Malaysia and Australia as big exporters of 
primary products; world trade problems; 
international commodity agreements cov- 
ering tin and other items, and regional 
politics — including the Indochina conflict 
and  Sino-Soviet rivalry. Malaysian 
Foreign Minister Tan Sri Ghazali Shafie 
and other ministers also exchanged views 
with Fraser. But officials said the accent in 
the Fraser-Mahathir discussions was on 
bilateral relations. 

Both said afterwards that the talks were 
constructive and. useful. Mahathir told a 
press conference after the last session on 
August 3: "I think from now on it will be 
very much easier for us to solve any new 
problems that may crop up. On the whole, 
the visit and the talks have resulted in a 
greater understanding of each other's 


FAR EASTERN ECONOMIC REVIEW e AUGUST 13, 1982 


problems — or rather of each other's mis- 
conceptions, or maybe I would say even 
Malaysia's misconceptions about certain 
things. So I expect that in the future rela- 
tions with Australia will be very much im- 
proved." 

It was the first time the two men had 
met since Mahathir became prime minis- 
ter in July 1981. They had seen each other 
briefly only once before, at the funeral of 
the late prime minister of Malaysia, Tun 
Abdul Razak, in early 1976. Mahathir de- 
clined to attend the Commonwealth sum- 
mit in Australia last September-October, 
saying it was unnecessary and that he had 
more pressing matters to attend to at 
home. As deputy prime minister and trade 
minister, he had been embroiled in dis- 
putes with Australia over trade, civil avia- 
tion and a long-term sugar-supply con- 
tract. 


Еа a friendly working relation- 
ship with Mahathir was important 
for Fraser because his government has in- 
vested a considerable effort in regional re- 
lations and Malaysia is Canberra's offi- 
cially designated link in the dialogue with 
Asean. 

The first day of talks ended on an em- 
barrassing note for Fraser when his host 
renewed public criticism of Australia's 
policies of protecting some of its industries 
by tariffs and quotas from import competi- 
tion. He claimed that Australia's immigra- 
tion policies were unfairly selective — an 
allegation Fraser later denied while his of- 
ficials pointed out that several tens of 


thousands of Malaysians had studied or 
settled in Australia in the past 20 years and 
more than 28,000 Indochinese refugees 
had been taken to Australia from Malay- 
sian camps since 1975. 

Mahathir also said that though the Aus- 
tralian Government had been most cor- 
rect and proper in its dealings with 


Malaysia, “colonial sentiments and ideas . 


die hard and we still find some Australians 
and their institutions rather patronising." 
He made it clear later that the Australian 
media were among the institutions he had 
in mind. 

Mahathir made these points in a speech 
at a banquet in Fraser's honour. But he 
took some of the sting out of his words by 
saying he was a "fair-dinkum Malaysian" 
who was "rather fond of plain speaking 
even if it makes my officials and some- 
times my own countrymen wince with em- 
barrassment." He also ended his speech 
by noting that: *On the whole, we can 
congratulate ourselves on the good rela- 
tions that exist [between Malaysia and 
Australia]. The problems that I have men- 
tioned can eventually be resolved to our 
mutual satisfaction." 

Although some of his officials were dis- 
mayed, surprised and angry that Mahathir 
should have spoken out in public rather 
than in private about these issues, Fraser 
took it with good grace, even though the 
allegations were well publicised in 
Malaysia and Australia. Mahathir 
brushed the brouhaha aside with these 
words: “I don’t see what is wrong with that 
speech. It’s a very good speech as far as 
I'm concerned. But people tend to misun- 
derstand what 1 say. I wasn't really seri- 
ous. I was taking a dig at Australia over 
several issues. If I wanted to be really 
nasty, I wouldn't even smile." 

In the banquet speech he noted that 
Fraser — who has called for freer trade 
through a multilateral accord to be signed 
by major industrial economies as well as 
Australia and other countries — was 
against protectionism, “However, .your 
stand has not yet resulted in a freer flow of 
Malaysian goods into the Australian mar- 
ket. The balance of trade is very much in 
favour of Australia now.” 

Earlier, in private talks, Mahathir 
pointed out that Malaysia's trade deficit 
had widened over the past six years. Its ex- 
ports to Australia in 1980-81 were worth 
А$185 million (US$185 million) while im- 
ports from Australia were valued at 
A$451 million. He said the gap would 
grow when Malaysia started importing 
Australian coal for new electricity 
generating plants and iron ore for a steel 
mill in the next few years. Australian offi- 
cials believe Malaysia may order up to a 
million tonnes a year of steaming coal and 
two million tonnes of iron ore worth a 
total of more than A$100 million. 

In the banquet speech Mahathir said 
Malaysia felt something had to be done 
about this growing imbalance in trade. 
“We feel strongly that industrialising 
countries, like Malaysia, should be given 
the chance to take over the lower techno- 
logy industries where we would be able to 
reduce the cost, while the advanced coun- 


19 


3 





Leaders in specialised 
transport technology. 


Saab-Scania has a clear-sighted policy; we 
concentrate and specialise. Within carefully-selected 
segments, we create technologically advanced products 
that are superior both in performance and in 
competitiveness. Foreign markets account for a growing 
share of our sales, and international co-operation 
agreements strengthen our endeavours. Our network of 
service and production facilities abroad further 
emphasises Saab-Scania's international position. 


One Scania truck in ten stays in Sweden. The rest 
make us one of the world's largest exporters in the 
segment of heavy transportation. Thanks to intelligent 
modular design, the Scania concept offers virtually 
unlimited adaptability to each client's special needs. The 
same advanced thinking has helped create the fuel- 
efficient Scania buses aimed for the increasing segment 
of urban and interurban mass transit. 


In 1978 Saab took the lead with the first mass 
production turbo-charged car engine. Today's second 
generation turbo, with its low fuel consumption in 
relation to high engine output, unites spirited 


performance and sober economy with outstanding 
comfort. No surprise, therefore, that Saab Turbo has 
been elected "Best Sports Sedan for the Eighties" by 
America's authoritative "Road & Track" magazine. 


Experience gathered from our military and aerospace 
accomplishments has helped create the Saab-Fairchild 
340 airliner. This quieter, more fuel-efficient 34- 
passenger turboprop has its course set for tomorrow's 
rapidly growing regional and feeder traffic market. 


These are only a few examples of how Saab-Scania aims 
for excellence through concentration and specialisation. 
For further information, please write to: 

Saab-Scania, Corporate Communications and Public 
Affairs, S-581 88 LINKOPING, Sweden. 
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payloads and increased profits. The fuselage is designed 
for a structural fatigue life of 50,000 hours; nearly twice as 
long as existing airframes. 

The CN-235 will offer seating for 34 or 38 passengers, 
depending on seat pitch, at a per-seat price well below that 


of any comparable aircraft: about $100,000 in 1982 dollars. 


Passenger comfort is a primary concern for CN-235 
designers and engineers. As a result, its 8 ft. 10 in. wide by 
6 ft. 2 in. high cabin cross section provides for comfortable 
two-plus-two seating, more than enough stand up head- 
room, and ample space for overhead bins. 

Like the C-212, the CN-235 will be equipped with our 
exclusive hydraulically operated rear-loading cargo/bag- 
gage ramp door. The aircraft is designed to operate as a 
passenger-carrying airliner; as a cargo-carrying freight liner; 
or a combination of the two. 

The CN-235 will also be a STOL aircraft capable of 
getting in and out of strips that hardly qualify as airports, 

In addition, the airplane's retractable gear and pressurized 


cabin contribute to a 250 knot cruise speed at 15,000 feet. 

The General Electric CT7-7 turboprop engine was 
selected to power the CN-235 because it offers a higher 
power-to-weight ratio and better fuel economy than com- 
petitive engines. Modular design and simplified mainte- 
nance procedures was another important consideration. 
Early engine maturity is assured by virtue of the engine 
family background in both civil and military operation prior 
to the 1985 service entry date of the CN-235. 

For more information, contact: Construcciones 
Aeronauticas, S.A.; Rey Francisco,4; Madrid 8, Spain. 
Telephone: 247 25 00. Telex: 27418. Or contact: P.T. 
Nurtanio; Menara Patra Bldg., 8th floor; JL.M.H., Thamrin 8; 
Jakarta, Indonesia. Telex: 44331 ATP JKT. 


CASA: U T* Э 


at 


TAKING OFF NEXT YEAR 


During the decade of the 1970's, Construcciones Aero- 
nauticas, S.A. of Spain, better known as CASA, designed 
and produced a truly remarkable twin turboprop STOL air 
transport. With an amazing flexibility, and practically the 
lowest operating costs in the world. The airplane — known 
as the CASA C-212 — became an instant success. 

Drawing on the spectacular success of the C-212, CASA 
has now launched a joint venture with P.T. Nurtanio of 


® 


Indonesia to produce the premier airliner/freighter/ 
combination for operation into the 21st Century and 
beyond. 

Designated CN-235, the new air transport will retain the 
best characteristics of the C-212, including FAR Part 25 
compliance, but will be a totally new aircraft. 

Use of space age composite materials will reduce weight 
and allow for increased operating efficiencies with greater 
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КОК: If the press conference follow- 
ist week's special meeting of the 
foreign ministers revealed any- 
was that journalists are probably 
eary of the interminable Cambo- 
tlian the five smiling ministers 
abs oblige them to maintain an air 
ism, harmony and good cheer. In- 
df sensing a diversion was in 
he short opening press statement 
éd grave concern over the situa- 
Lebanon and sought immediate im- 
ntation of the relevant United Na- 
utions on the crisis. 
ndochina cupboard, as expected, 
ssingly bare. After the brief 
excitement over the formation of 
Democratic Kampuchea coali- 
Homatic attrition has once again 
пате of the game. Thai 
Ister Sitthi Sawetsila allowed 
iis staff had coined the expres- 
meeting” for the Bangkok 
ecause he thought there had to be 
or it. The minister himself called 





pine counterpart. Carlos Romulo. de- 
scribed it as a discussion of options “in 
order to continue upholding and sustain- 
ing the [UN] principles." 

Predictably, the foreign ministers con- 
cluded that the four-nation Southeast 
Asian swing by Vietnamese Foreign 


.Minister Nguyen Со Thach had produced 


no change in Vietnam's policy towards 
Cambodia. Sitthi indicated there was still 
a sense of optimism over what might 
emerge from Thach's planned visits to the 
Philippines and Indonesia in October, but 
clearly no one was holding his breath even 
if a degree of comfort was gained from 
Thach's more accommodating attitude in 
Bangkok. 

Malaysian Foreign Minister Tan Sri 
Ghazali Shafie referred to Thach as “the 
travelling salesman for communism” and 
cautioned observers to put Thach's re- 
peated statements about the so-called 
China threat in perspective. Ghazali said 
that from his analysis and presumably that 
of the other partners, the suave Vietnam- 
ese was on a diplomatic offensive seeking 


towards a South Asian grouping are hampered by 
ize and the uncertain state of Indo-Pakistani relations 


“as the seven foreign. sec- 

om South Asia, gathered here to 
ional cooperation, could have 

for: a communique issued after 
eeting on August 8 mentioned a 
ise of talks among the seven at 
al level next year, the expansion 

es on further possible areas óf co- 
оп and endorsement of a plan of 


e meetings and the idea of a South 
rouping stemmed from a proposal 
angladesh in 1980 for a summit in 
nse to the Soviet invasion of Af- 
an. But that immediate issue was 
ely siphoned off into the delibera- 
he Islamic Conference and the 
ligned movement. And the long- 
im of establishing an Asean-style al- 


fthe seven states was quickly mod- ‘| 


're were two main reasons. In terms 
economic development, scientific 
s and political influence, India 
tes: the region as a whole. As 

т, additional secretary for 


kistan, was quick to. 





point out to journalists before the third 
meeting of the foreign secretaries opened 


here on August 7, what was wanted was an 


equitable distribution of the benefits ac- 
cruing from regional economic coopera- 
tion. 

In an opening address, newly appointed 
Pakistani Foreign Minister Yaqub Khan 
made the point that it would be imprudent 
to. expect dramatic breakthroughs. He 
spoke of the will to succeed “on the basis 
of careful preparation and expectations 
tempered by realism.” In tackling compli- 
cated problems, diverse perceptions would 
at times reveal a measure of difference in 
terms of approach, emphasis and priority. 


I the disparate levels of development 
among the seven — representing about a 
fifth of the world's population — enforced 
what delegates like to call a step-by-step 
approach, then Pakistan's ambivalent re- 
lations with India have ensured that the 
idea of institutionalising the discussions 
has been kept in the background. In other 
words, Pakistan in particular hàs been 
satisfied to keep the process moving and 
thus avoid being singled out as the most 











trategy 

in pushing for a solution to the Cambodian 
issue and the last was to regain Western : 
sympathy. i 

The foreign ministers welcomed the for- 
mation of the coalition as ^a positive step 
towards a comprehensive political solu- 
tion” and urged the international commu- 
nity to give it full support. Asked if the co- 7 
alition could expect such support as long’ 
as the Khmer Rouge remained part of 
Romulo said: “What [Khmer 
leader Pol Pot] did in the past is’ 
demned by every foreign minister, but. 
what we are doing is for the futu 


0 tn 
cause,” replied Romulo, 
righteousness of our p 


principles will be examined once again at 
next month's UN General Assembly ses- 
sion, at which Asean expects to win yet 
another round. ü 


reluctant of the seven sleeping partners. 
At the first meeting in April 1981, it was 
decided that study groups should concen- 
trate on rural development, agriculture, 
telecommunications, meteorology and 
health and population activities. At the 
second meeting in Kathmandu in 
November the same year, the study 
group's reports were turned overto work- 
ing groups given the task of formulating 
recommendations for action. Three addi- 
tional subjects were also agreed upon for 
study: scientific and technological coope- 
ration, transport and postal services 
(REVIEW, Nov. 13,781). . . da 
Delegates . fror ngladesh, Nepal, 
India, Maldives, Bhutan, Sri Lanka and 
Pakistan agreed here to endorse the work- 
ing groups’ recommendations and to get 
them moving as speedily possible 
"where expenditure for such programme 
could be met with available. resource 
They agreed on the ne \ mini 
rial-level meeting. next 
foreign secretaries would meet in Fe 
ruary or March. The meeting of ministers - 
should provide fresh impetus to regional . 
роорегайоп. | | i 
On August 11-12, Indian Foreign Sec 
retary Maharaj Kumar Rasgotra and his 
Pakistani counterpart, Niaz Naik, will 
hold bilateral talks on India's proposal ofa 
joint ministerial commission and Pakis- 
tan’s draft on a no-war pact. An improve- 
ment in Indo-Pakistani relations could 
help cooperation at a regional level 





the FUEMSSO campaign but was in pre- | [i 


paration for the forthcoming United Na- 
tions debate on human rights. The 
number of hangings here under the ISA 
certainly drew attention to Malaysia, said 
Wolinsky, but the purpose of the visit was 
to study the government's record and 
make a report to the UN, not to tell the 
government what to do. 

The government, according to 
Wolinsky, heard them courteously but re- 
mained firm on the need for the ISA and 
was non-committal on the question of the 
mandatory death sentence under the ISA 
for illegal possession of firearms. The law- 
yers spoke to about 200 individuals during 
the week they were here, and the 
dialogues were apparently very produc- 
tive and uniformly without rancour except 
for the confrontation with the youth lead- 


ers. 
The youth leaders, who included 
Malaysian Chinese Association MP 


Datuk Lee Kim Sai and Malaysian Indian 
Congress youth chief Muthu Palaniappan, 
first gave the impression to the press that 
the lawyers did not want to see them. But 
when they had a meeting, a question they 
raised was why the lawyers did not go to 
Lebanon instead of coming to Malaysia. 
What was not reported in the local press 
was that two of the lawyers immediately 
responded by saying that their next stop 
after Kuala Lumpur was indeed Lebanon. 

Another question was why the lawyers 
thought Malaysia did not need the ISA. 
The answer was the visitors had never 
made any such suggestion, a reply which 
left the youth leaders nonplussed. Far 
from being critical, the lawyers left here 
with the impression that the present gov- 












|| figure when he was invited by Mahathir to 
join Umno in March. Within two months 


likely to be elevated to full minister in the 
next cabinet reshuffle. Although Anwar is 
a newcomer to Umno, more than 40 of the 
100-odd youth divisions of the party are 
known to be supporting his candidature as 
Umno Youth president and he is likely to 


] | Abim, Anwar was already an influential — 


he was named a deputy minister and is — 


~ 















ee 
Suhaimi: facing a fight. 
ernment had progressed a great deal in the 
matter of human rights — despite the 
hangings — compared to even five years 
ago. 

"The youth demonstration is now view- 
ed as one of the early shots in the 
Umno Youth elections due next month 
when Suhaimi's post of president could be 
contested. Ironically the man most likely 
to succeed against Suhaimi was once de- 
tained under the ISA and continues to be 
seen as a liberal opposed to the legislation 
— Anwar Ibrahim. Like Suhaimi, Anwar 
is a deputy minister in the Prime Minis- 
ter's Department. 

As president of the 40,000-strong 
Malaysian Muslim youth movement, 





retained. Further recognition of the in- 
evitability of physical decline in aging 
leaders was acknowledged by the plenary 
sessions's message of greetings to the 
long-senile Marshal Liu Bocheng and to 
the veteran woman revolutionary, Cai 
Chang. 


A question mark now hangsover the new 
appointments to the politburo to fill 
the gaps left by resignations on grounds of 
age. Even the normally garrulous Hong- 
kong Chinese press has been silent on this 
matter, though Chinese intellectuals here 
sensitive to trends on the mainland believe 
that Deng might actually retain his crucial 
role as head of the party's Military Affairs 
Commission. 

New party statutes have been approved 
by the plenary session and will be adopted 
at the congress. These will probably play 
down the role of Mao Zedong thought — 
even the role of the party as a whole — in 
the day-to-day administration of the coun- 
try, and stress instead the party's role as a 
moral and political pathfinder, a watch- 
dog of socialism, and the source of ulti- 
mate authority in policy formation. 

Meanwhile, the topic of Hongkong's fu- 
ture looms larger and larger in London 
and Peking as well as in the British-ruled 
territory. Expatriate businessmen here 


have begun voicing their anxieties on Eng- 
lish-language phone-in channels, whereas 
they showed relative indifference to the 
topic when Peng Zhen, China's top au- 
thority on constitutional matters, prop- 
osed last month that Hongkong, Macau 
and Taiwan should all be ruled eventually 
as "special administrative zones" of 
China. 

Commercial interest has been stirred up 
in Hongkong by the bargain-price sale of a 
valuable plot of land in Central business 
district to the Bank of China, which wants 
to put up a new headquarters (page 114). 
Businessmen in Hongkong are beginning 
to show indignation at this move. Malaise 
is being increased by the continuing slide 
of the stockmarket and the Hongkong dol- 
lar. 

Mid-September will be none too soon 
for Thatcher to work out with the new 
'Chinese leaders some formula to guaran- 
tee eventual Chinese sovereignty over 
Hongkong, while keeping business in- 
terest buoyant until the late 19905. One of 
the best ways, presumably, would be to 
voice a policy of gradual economic merg- 
ing between Hongkong and China, which 
would give firms which stay on here, de- 
spite recurrent alarms, a privileged posi- 
tion in the markets of a new Hongkong- 
Guangdong economic entity. 
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make a run for the job. ‘ 


Aw: capacity to campaign was dra- ( 
matically demonstrated in the April { 


general election when he moved intoa _ 
stronghold of the opposition Party Islam — 


and trounced the incumbent, literally | 
within weeks of entering party politics. — | 
Suhaimi, though he has led Umno Youth 
since January 1977, is not invulnerable, ү! 
especially in the wake of the demonstra- 1 
tion fiasco. 1 { 
DA 


Anwar's problem is likely to be the 
other second-echelon leaders who will seê — 
an Anwar victory as a threat because the \ 
youth presidency alsomeans an automatic _ 
entry into the highest Umno body, the — 
supreme council, as a vice-president. And _ 
the vice-presidency means being within - 
striking distance of the deputy prese 
The deputy president of Umno has Rn 
tionally held the post of deputy prime | 
minister and has succeeded the party presi- - 
dent who is concurrently prime minister. 
If the scenario appears too far-fetched _ 
to outsiders it certainly does not to those 
whose campaign for the post involves the ` 
kind of gamble that led Suhaimi to risk — 
breaking the law in organising his dem- | 
onstration. It is understood that the gam- | 
ble was a poor one because his action 
earned the criticism of top Umno officials 
and some youth groups. 2 
The ISA issue therefore is likely to Бе _ 
debated as the election approaches, with — 
Anwar's detractors trying to draw him — 
into debate while the government remains | 
firm about the need for laws on this sub- 59 
ject. The shrewd former Abim leader has | 
already said the necessity for the ISA is 
one thing but how it is implemented is - 
another matter, thus shifting his position _ 
closer to the government without jeopar- - 
dising completely his image as a champion _ 
of human rights. ч 
As the human-rights lawyers left, (WO _ 
more men were granted reprieves as their 
applications challenging the validity of the - 
mandatory death sentence were accepted - 
by the High Court. With that and the de- - 
bate slowly coming into the open for the | 
first time since the law was passed in 1960, | 
and the signs of government's willingness _ 
to let international bodies enter the de- _ 
bate, there is optimism that changes could. 
take place. It is even reported that the | 
London-based Amnesty International 
may be allowed to visit the ISA detention _ 
camps — a move that is likely to deter =|) 
those who have been accused of abusing sh 
their powers in handling the detainees. _ 
Umno Youth elections may not mean | 
much to the detainees but the debate pro- 
duced by the ill-advised show of 
xenophobia may in the long run have | 
some unexpectedly pesitive effects.. g 
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group of international 


t 4 by several 

kento be either 

Simply a political 
opportunists. 

егу quickly it was 

the ringleaders, de- 

entials, did not have a 

d like the lawyers who 

fr Xf parliament last 

18) could be charged 

| prohibits illegal as- 


| ed by the demon- 

diy the stuff toinspire on- 

1С. message was clear 

ad: “Don’t teach us our 

now our laws, go home." 

some abandon: “We all 
internal Security Act]." The 
yhich-were inscribed in English, 
d Chinese, also said somewhat 





ghts lawyers 
outh politics 


unnecessarily: “Let us rule our own coun- 
try.” 

The xenophobic tone of the demonstra- 
tion was perhaps the clearest expression of 
sycophancy this city has seen for a long 
time, and rose from misreading Prime 
Minister Datuk Seri Mahathir Mohamad's 
August 1 condemnation, not of foreigners 
but.of unidentified local groups who, he 
said, tried to change government policies 
by using foreign groups. 

While he was speaking, the foreign law- 
yers were already in town and the govern- 
ment had set in motion plans for them to 
meet top officials including the attorney- 
general and the country’s most senior 
judge, the lord president of the courts of 
Malaysia. Approvals were also being 
finalised for the seven visiting lawyers 
from the United States, Britain, France 
and Japan to visit detention centres and 
camps where people were being held with- 
out trial under the highly controversial 
ISA. No outsiders have so far been al- 
lowed to visit these camps. 

The demonstrators were led by Datuk 
Suhaimi Kamaruddin, the president of the 
youth wing of the United Malays National 
Organisation (Umno) which is the pre- 
mier party in the 10-party National Front. 


Down but not out 
uard communist leaders are likely to.step down 
onth, but several will retain an advisory role 


: September will be a crucial 
China in more ways than one. 


2 congress of the Chinese Com- 


Party will open on the first day of 
nth, апа seems likely to preside 
biggest simultaneous stepdown of 
| leaders ever witnessed іп а com- 
country. 
op of that, British Prime Minister 
et Thatcher will be visiting Hong- 
and Peking, and far from the bland 
es which European heads of gov- 
t usually have in the Great Hall of 
ple. where their Chinese hosts 
em, she тау have to address her- 
portant and difficult matters con- 
with Hongkong. 
als in Peking told correspondents 
е-Сһаігтап Deng Xiaoping and 
other aged leaders will give. up 
vice-chairmanships in the party and 
1 advisory council similar to the one 





set up for retired vice-premiers early this 
year. While the former will advise the 
party the latter is supposed to give coun- 
sel to the State Council, China's equiva- 
lent of a cabinet. 

The big question is to what extent Deng 
and his supporters will be able to lay down 
party policy from their still hazy jobs on 
the advisory council. Deng himself, who is 
77, has not.been publicly shown as inter- 
vening in policy-formation to any signifi- 
cant degree this year and his official en- 
gagements.seem to have been centred 
mainly on. visiting foreign dignitaries. His 
associates, also expected to take a step 
down next month, include economic plan- 
ner Chen Yun, 77, and economic adminis- 
trator Li Xiannian, about the same age. 
Other liberal economic planners, such. as 


Bo Yibo and Yu Qiuli, are also likely to be. 


retired. 
The fact is that the economic reforms 





and Үе is thought too.old and 


The visitors’ cause was not helped by 
the claims. beforehand. by opposition 
Democratic Action Party. lawyer; Karpal 
Singh, who said they were coming to per- 
suade the government to repeal the ISA 
and the equally controversial Essentíal 
(Security Cases) (Amendments) Regula- 
tions. One of the foreign lawyers, Sydney 
Wolinsky, an American who taught law iri 
Kuala Lumpur а year ago, told: the 
REVIEW that Karpal Singh had nothing to 
do with the visiting group. He also said 
that some of the lawyers had never heard 
of the Federation of United Kingdom ani 
Eire Malaysian and Singaporean Student: 
Organisations (FUEMSSO) which Karpal 
Singh had said was spearheading the came 
paign against the ISA; Karpal Singh had 
also described the lawyers’ visit as part of 
the campaign.” * D 


g to Wolinsky,. 
fate organisations: 


funding arrangements ат 
such respected organisations 


Wolinsky : 
intention 


The lawyers also made 1 
timing of their visit had nothing 


which Deng and Chen wer 

late 1970s have not been 

hoped, except perhaps in à 

now up to Deng's protege ar 

Sichuanese, the tough and blunt Premi 

Zhao. Ziyang, to salvage what he canin the 

face of increasing . opposition from 

technocrats and probably high military öf- 

ficers. Que, AL t у 
The need to defuse military criticism of 

party policies — particularly over produc- 


tion of steel and petroleum, agricultural, 


reforms and slackening of internal cultural | 
controls — may account for.the fact that 
Marshal Ye Jianying; who has acted’as a 
vector for military discontent, was shown. 
chairing the «session of the ‘bith. centr 
committee’s seventh. plenary:session: in 
Peking on August: 701 
Deng, on his left; Chair 
Zhao and the luckless leftist ex-chai 
Hua Guofeng occupied opposite ends 
the seven-man caucus, with Li and Ch 
holding the middle ground: E 

If Ye resigns his vice-chairmarishi 
the 12th congress, as ће almost certain 
will, he may theoretically continue as the 
closest equivalent China has to a 
state. However, the Nationa’ 
Congress will want to endorséit 
didate as.soon as it holds its next 
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firms or rejects the nominee. But the as- 
sembly is controlled by the ruling party, 

which Marcos leads, thus making the 
overruling of any of his decisions difficult. 

Most members of the committee are 
staunch Marcos loyalists who are expected 
to support Mrs Marcos should the com- 
mittee be faced with a major decision. 

Few people claim that Mrs Marcos, an 
experienced politician, does not deserve 
the appointment. As well as being minis- 
ter of human settlements, she is governor 
of Metro-Manila, chairman of the South- 
ern Philippines Development Authority, 
secretary-general of the Kilusang 
Kabuhayan at Kaunlaran (national liveli- 
hood movement) and special presidential 
envoy. 

But the present composition of the com- 
mittee falls short of the alleged preference 
by the US for a broader-based transition 
government in Manila, featuring at least 
some reform-minded political moderates. 
In the past, moderates have maintained 
that Marcos has given them no alternative 
but to swing towards the radicals at a time 
when the political situation seems to have 
polarised. 


2 md 
Marcos swears in pode. i the family. 


success in capitalising on the region's in- 
creasing poverty as the worldwide reces- 
sion depresses demand. for the copra, 
banana and timber exports which fuel the 
local economy; 

“All observers with whom we spoke 
said that the poor economic conditions of 
the past two years in eastern Mindinao 
(perhaps the worst part of the country in 
that regard because of the heavy depen- 
dence on coconuts) have been the root 
cause of dissatisfaction and therefore the 
most helpful argument for NPA prop- 
agandists." 

The Sheinbaum report does not con- 
sider government corruption or abuses by 
thé military the major source of discon- 
tent, though many such instances are 
cited. Some units and ex-military men are 
reported to be deeply involved in ban- 
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Some moderates mày have flirted with 
the radical left, but those who are under 
the aegis of the United Nationalist Demo- 
cratic Organisation have publicly denied 
any tie-ups or support for the under- 
ground movement. Since most members 
of the latter belong to the outlawed com- 
munist organisation, any activities that 
can be construed by the military au- 
thorities as subversive are punishable with 
imprisonment or death. 

As well as indicating that he will use the 
full powers at his disposal if intelligence 
reports confirm a September plot, Marcos 
has warned journalists that he will use 
"the full force of the law" against those 
who. report on military abuses without 
hard evidence. In Diokno's opinion, Mar- 
cos’ tough reminder to the press has 
served to assure the military that unless 
there is sufficient proof against uniformed 
men in any cases involving violations of 
human rights, they will not be prosecut- 
ed. 

Several cases of alleged abuses by the 
military have been brought before civilian 
courts and military men held publicly ac- 
countable for their actions. This may have 
created some uncertainty, if not demorali- 
sation among military rank and file. As 
the state of the economy has greatly de- 
teriorated, the political situation has be- 
come volatile and unstable. As a result, 
Marcos is left with no alternative but to 
depend even more on the military's sup- 
port. 


ditry. On the other hand, there are ac- 
counts of a well-disciplined military re- 
storing public support for the govern- 
ment. Davao del Sur "returned to nor- 
mal," the cable says, after a marine battla- 
ion "whose good behaviour was noted by 
numerous people" moved in and the NPA 
presence fell off dramatically. 

The report puts NPA strength in east- 
ern Mindanao at 950, with a total of 288 
weapons, an increase in manpower over 
the past two years. However, success 
against Muslim insurgents to the west has 
allowed Manila to move military units into 
NPA areas in eastern Mindanao and “re- 
store an exterior calm.” The American of- 
ficials doubt, however, that this will last. 

The report also says that budget-cutting 
in Manila may jeopardise recent successes 
in pacifying the Muslim. insurgency in 
Mindanao. A major factor in encouraging 
Muslim insurgents to come down from the 
hills has been the payment of bribes to in- 
dividuals and government development 
funds, both of which are expected to de- 
cline as austerity grips the centre. 

The US consul appeared somewhat sur- 
prised not to find widespread anti- 
Americanism in both the Muslim and 
Christian areas of Mindanao. “People in 
Mindanao are generally less inclined (than 
in neighbouring Visayas) to blame the 
country's ills on US support for President 
Marcos." 


on trial 


‘into a disillusioned populace for support . 


“NDF leaders and supporters, revealed to 





























The Supreme Court could 
rule out evidence 
obtained under duress 


Manila: President Ferdinand Marcos’ rule 0 
remains the single dominant force in the _ 
country, particularly in the face of a tame 
non-communist political opposition. — 
But Marcos was recently confront 
with evidence that an underground move- 
ment under the aegis of the National: 
Democratic Front (NDF) — which in 1973 
began as a loose coalition of forces ope — 
posed to what it calls the United States- _ 
Marcos dictatorship — has dug deeply _ 


for the formation of an alternative са = 
tion government. КЕ 
The arrest їп April of alleged NDF 
chairman Horacio R. Morales, 38. 
talented government technocrat who ^v. : 
fected to the underground movement 
1977, and several other alleged rank 


the military authorities the extent of bs 
underground network. g 

From seized NDF material and interro- 
gations in which torture was claimed to | 
have been used to extract information, _ 
military intelligence operatives were able 
to put together a clearer picture of the 
NDF, but, in the process. they also re- 
vealed loopholes in the system. Furthe 
more, in the ensuing petitions for the writ — 
of habeas corpus filed in the Su reme — 
Court by several of the accused, light was _ 
thrown on the conflict between the de- _ 
mands of national security and human - 
rights. 

Evidence presented in court by the mili 
tary authorities consisted mainly of swo 
statements by the accused, most of Mee 
claimed they were tortured. Lawyers _ 
handling these cases lament the fact bs 2 
prior to the July 22 decision by the Su- | 
preme Court to entertain torture com- 
plaints, the bench had generally ignored 
the subject. / 

During a habeas corpus hearing late: 
month, lawyer and elder state 
Lorenzo Tanada, 84, sharply criticised th th 
justices’ refusal to hear torture cha 
and decried “the worsening of hu 
rights violations іп the country.” ` 

Morales featured in the first test case On __ 
torture which the Supreme Court under- 
took through an appointed judicial com 
mission. The defence motion to make the 
right to counsel *unwaivable," if endors 
by the Supreme Court, could reduce if not — ^ 
eliminate the use of torture, because evi- 
dence extracted under duress would be — . 
deemed inadmissible in court. Morales, | a 
together with another suspected NDF _ 
member, Antonio Moncupa, alleged that — 
they were subjected to body blows, elec- - 
tric shocks and water torture. 4 

— SHEILAH OCAMPO _ 
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of the 1976 Constitution. There is specula- 
tion that Marcos will order an initial 
crackdown soon. 

What seems to have angered Marcos 
was a programme made for a BBC seriés, 
Third Eye, which featured Jose Diokno, a 
well-known. human-rights lawyer and 
former senator of the defunct Philippine 
Congress; Horacio Morales, alleged 
chairman of the National Democratic 


Front (NDF), who was arrested on April | 
21. and Fr Conrado Balweg. a Catholic | 


priest whois said to have joined the under- 
ground New People's Army (NPA), the 
military wing of the Communist Party of 
the Philippines. Marcos accused them of 
being "tools of foreigners who want to de- 
grade the country," stressing that they 
were, in his view, shameless. 

Diokno, in an interview with The New 
York Times on August 9, noted that this 
was not the first time Marcos had issued à 
stern warning to so-called subversives. 


But, he said. the August 8 speech — de- | 


livered to the Philippine Constabulary at a 
suburban military camp — showed "an 
unusual reaction" and one which gave ex- 








pression to personal spite. The views ex- 
pressed by Diokno on the BBC program 7 
me were not particularly. new; th j 
know Diokno.as.a consi 

advocate have heard or read 

However, Diokno noted that Marcos 
sensitive to criticism in foreign media and - 
that the BBC has a wide audience. ^ 
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Dissidents claim an American diplomat has reported that 
insurgents breed on social distress in the south. 


By Richard Nations . 

Washington: To scatter thorns in the 
path of Philippine President Ferdinand 
Marcos’ trip to the United States sche- 


| duled for mid-September, Filipino dissi- 


dents here have released to the press 
copies of what purports to be a confiden- 
tial State Department assessment of in- 
surgency in the sensitive southern pro- 
vince of Mindanao. 

The cable — which appears to be 
genuine — paints a dreary picture of com- 
munist and Muslim insurgency breeding 
on the social distress of a depressed re- 
gional economy. “Whatever i is good there 
may only be temporary,” the American 
consul in Cebu concluded in April after 
visits to northern and eastern Mindanao 
stretching over three months. “And what- 
ever is bad:may only get worse." 

This grim message was underscored in- 
advertently by Marcos himself. In а 
speech to the Philippine Constabulary on 


| August 8, Marcos issued a dire public 


warning to "certain elements" among the 


opposition andth Muslim Moro National ; 





Liberation Front he claimed were pk 
à national campaign. including a assina- 
tions of leaders. . | 
The group distributing the leaked cable 
to the Washin press corps calls itself 
the Congress Task Force of Coalition 
against the Marcos Dictatorship. and: de- 
scribes itself as a human-rights organisa- 
tion. However, it is said to be run by 
Filipino Marxists with ill-défined links 
the New People's Army (М 
tary wing of the Comimi 
Philippines. ES | 
Closely read, however, the 21- раве 
confidential document should not prove 
such an embarrassment to the Philippine 
authorities. The author, US Consul С, Н, 
Sheinbaum, concludes that eastern Min- 
danao's future is ominous. But this, ће. 
feels, is due more-to the dismal prospects 
of the world economy on which the. pro-- 
vince's well-being hinges than to апу ir- 
reversible process of alienation from the 


-- Marcos government, 
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There are persistent rumours that 
one of Sogepore s periodic cabinet 
shuffles is looming. Shifts for a 
number of younger ministers were 
said to be planned to take place after 
National Day, which fell on August 
9, but they may be announced later. 
Among those tipped for new briefs 
are Foreign Minister S. 
Dhanabalan, Minister without 
Portfolio Lim Chee Onn and 
Defence Minister Goh Chok Tong, 
who relinquished the health 
portfolio in June. 


BLUNDERING THROUGH 


Advisers to British Prime Minister 
oV pe Thatcher are receivin 
unofficial reports saying allege 
mishandling of major and politically 
significant land deals with China by 
the Hongkong Government is 
creating contentious issues which 
could complicate her talks with 
Chinese leaders in Peking next 
month. The reports claim Governor 
Sir Edward Youde has been almost 
invisible at a time of growing anxiety 


AUSTRALIA 

More than 70 anti-nuclear demonstrators 
protested as the United States navy ship 
Goldsborough arrived in Melbourne (Aug. 4). 


CAMBODIA 

Fresh clashes broke out between govern- 
ment troops and Khmer Rouge guerillas near 
the Thai border, Thai military sources said 
(Aug. 6). The government announced that it 
claimed territorial waters extending 12 miles 
and a 200-mile economic zone (Aug. 8). 


CHINA 

Australian Prime Minister Malcolm Fraser 
arrived for a two-day official visit (Aug. 4). 
The United States refused to return tennis 
player Hu Na, who defected in San Francisco 
(Aug. 4). An American mountaineer died in à 
fall on Mt Muztagata in Xinjiang, a colleague 
reported (Aug. 9). 


HONGKONG 

The Bank of China was sold a prime site at a 
special "friendship" price of HK$1 billion 
(US$164.7 million) to build a new headquar- 
ters (Aug. 8). 


INDIA 

A Sikh attempted to hijack a domestic 
flight and divert it to Pakistan but surren- 
dered when the aircraft was refused permis- 
sion to land (Aug. 4). French Foreign Minis- 
ter Claude Cheysson met senior ministers in 
New Delhi (Aug. 8). 


JAPAN 
Thousands of people mourned the dead in 
the 1945 atom bombing of Hiroshima and 


in Hongkong, that Chief Secretary 
Sir Philip Haddon-Cave's ability to 


. rationalise decisions is not matched 


by political judgment in making 
them and that Financial Secretary 
John Bremridge's genial bluster 
does not hide his inexperience in the 
job. 


SSIP 
The Malaysian 
Government is 
expected to make 
basic changes when 
parliament sits in 
October to the 
highly 
controversial 
Societies Act 1960 
(Amendments) of 
1981 which caused 
widespread protest 
last year (REVIEW 
Mar. 27, '81). The leader of the 
protest movement, which cut across 
racial and religious lines, was Anwar 
Ibrahim, then president of the 
Malaysian Muslim youth. 
movement, Abim. Anwar has since 


called for a nuclear test ban (Aug. 6). Prime 
Minister Zenko Suzuki said he thought the 
row over rewriting Japanese history books 
could be resolved before his scheduled visit to 
Peking in September (Aug. 8). A memorial 
service was held in Nagasaki for victims of the 
World War П atom bombing in the city (Aug. 
9). 


MALAYSIA 

Prime Minister Datuk Seri Mahathir 
Mohamad said the country would not bow to 
outside pressure to change its security laws. 
Meanwhile, two more men due to hang under 
the Internal Security Act (ISA) were granted 
Stays of execution (Aug. 4). Australian De- 
fence Minister lan Sinclair held talks with 
Malaysian ministers on defence cooperation 
(Aug. 9). The government applied to the 
High Court to strike out five suits claiming 
death sentences under the ISA are uncon- 
stitutional (Aug. 10). 


PAPUA NEW GUINEA 

A new border agreement between Papua 
New Guinca and Indonesia was signed in Port 
Moresby in the hope of easing tensions (Aug. 
4). 


PHILIPPINES 

Australian Defence Minister lan Sinclair 
ended a four-day visit, saying Australia would 
continue defence aid to the Philippines and 
other Asian countries. Two people were kill- 
ed by time-bombs said to have been planted by 
Muslim separatists in Davao del Norte (Aug. 
4). President Ferdinand Marcos appointed his 
wife, Imelda, to the Executive Committee set 
up to run the country in the event of his death 


| 





joined the government and is now a 
deputy minister. The changes in the 
law are expected to strengthen 3 
Anwar's position not only in Abim | 
but among the electorate in general” | 
because he will be seen as having ' 
succeeded in doing in government — | - 
what he could not do outside it. | — 


LOSERS INC. 


Perennial Malaysian loss-maker 


Bank Rakyat, bent on expanding its — A 


business from rural credit into 
commercial banking, could soon be _ 
adding further debts to its gaping, 
M$78 million (US$33 million 

deficit. A target of Bank Rakyat's © 
expansion plans — now under v» 
scrutiny by the central bank, Bank 
Negara — is said to be Bank Buruh, 


the country's smallest commercial ~ | | 


bank with just one branch. Bank 
Buruh, owned largely by trade : 
unions and cooperatives, has х 
managed to turn a profit in Ee one | 
year since its establishment іп 1975 | | 
and now has accumulated losses of | 

M$12 million. d 


or incapacitation (Aug. 7). Marcos warned 
that dissidents planned a major campaign of 
terror in the next month (Aug. 8). 


SINGAPORE v" ec 

The national rugby team captain was ban- x 
ned from the game for life for taking part ina — 
tour of South Africa (Aug. 6). Prime Minister | 
Lee Kuan Yew warned at National Day celeb- 
rations that the republic faces a critical and un- 
certain economic future (Aug. 9). 


SOUTH KOREA 
French Foreign Minister Claude Cheysson, 
in Seoul on an official visit, met President _ 


Chun Doo Hwan and Foreign Minister Lee | ^ 


Bum Suk (Aug. 6). Thirty people were jailed 
for periods ranging from one to 15 years for _ 
their parts in the kerb-market lending scandal. | - 
Another was fined US$675 (Aug. 9). | 


SOUTH PACIFIC ` 

Leaders of 13 South Pacific nations meeting _ 
aped Hor Zealand, welcomed French _ 
réforms in New Caledonia but asked for _ 
clarification on the territory's future (Aug. 
10). 


SRI LANKA F 
A dusk-to-dawn curfew imposed on the city - 


of Galle after racial rioting was lifted but a- | 
nationwide state of emergency continued | 


(Aug. 4). 


THAILAND 

Asean foreign ministers meeting “in 
Bangkok urged international recognition of 
the new Cambodian coalition government 


(Aug. 7). 
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Sanwa Bank is one of Japan's 
leading banks, with more than 


Internationally, Sanwa 

vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks your language. 
Contact Sanwa Bank. 
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FOR SALE BY WORLD WIDE TENDER. 





BELCONNEN MALL SHOPPING COMPLEX. 
CANBERRA, AUSTRALIA. 


he Commonwealth of Australia, 

through Marketing Agents Richard 
Ellis, invites world wide tenders for the sale 
of Belconnen Mall — а spectacular 
shopping centre complex, situated in 
Canberra, Australia's national capital. 

Belconnen Mall stands on a large 
6.967 hectare site, only 11 kilometres from 
the heart of Canberra City. Opened in 
February 1978, it offers a wide variety of 
stores and facilities to the people of 
Canberra — a population of approximately 
228,000. 

The complex itself comprises over 
55,000 square metres of air-conditioned 
retail space and includes five major stores, 
two variety stores, 131 specialty shops, 

31 service/professional outlets, child- 
minding centre, administration office and a 
3-bedroom caretaker's flat. 

Major tenants include Myer, Coles, 


Woolworths and J.B. Young 

Leading national specialty tenants 
include Sussan, Katies, Sportsgirl, Mark 
Foys, Angus & Coote and Edments. 

Service tenants include ANZ Bank, Bank 
of NSW, National Bank, Telecom, OPSM 

The Belconnen Mall complex consists 
of three levels of retail space with 1800 car 
parks, the majority of which are under 
cover. The complex also boasts excellent 
loading facilities and a sophisticated 
security system. 

This spectacular shopping complex is 
now available for sale by world wide tender, 
offering a rare and profitable investment 
opportunity in Australia's Capital city 
Tenders for the purchase of Belconnen 
Mall close on 21st October, 1982. 

Brochures containing further details are 
available to all serious enquiries, by 
contacting: 


Hong Kong 

Richard Ellis 

1704—6 New World Tower 

16—18 Queens Road Central 

Hong Kong 

Telephone: 5-241005. Telex: 60094 
Singapore 

Richard Ellis 

Tanglin P.O. Box 357, Singapore 9124. 
Telephone: 235 4755. Telex: 25268 


Richard Ellis 





Richard Ellis (NSW) Pty Ltd 

CBA Centre, 60 Margaret Street 
Sydney, Australia. 

Telephone: (02) 27 3933. Telex: 71887 


RAB 4516 
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steady progress 


saved by the agency in the 
st five years. Sudomo, who is 
o the head of Indonesian na- 
nal security, said Opstib will 
ort to surprise raids in 
because they do not cure 
roblem at source. 
tead, Opstib will try to in- 
ye all government organisa- 
ns in its fight against corrup- 
n. However, he denied that 
m had become in- 
ined in national culture. 
— SUSUMU AWANOHARA 


dispels some 
rumours 
persistent rumours 
it the imminent introduc- 
| of party politics, 
ingladesh's martial-law ad- 
strator, Lieut-Gen. H. M. 
had, said on August 6: “The 
on cannot afford the luxury 
politics now when it is rid- 
:а with problems." Despite 
‘martial-law government's 
gmatic fiscal policies, the 
ntry countinues to face 
nomic problems. It is short 
evelopment resources, but 
oreign aid donors have yet to 
rm up their pledges for the 
coming year. Meanwhile, mon- 
i flooding has caused price 
rises in essential commodities. 
___ In his speech to officials of 
- the Dacca Municipal Corp., 
-Ershad also denied rumours of 
——splits in the armed forces. He 
ed bureaucrats, known to 
| beapprehensive of the planned 
- administrative reforms, that 
I honest officials had nothing to 
| fear. And, dispelling yet 
- another rumour, he declared 
| that the government would not 
= mationalise agricultural land in 
` the name of land reform. 

EU — $. KAMALUDDIN 


.. Malaysian Government 
. goes to court on ISA 
- The Malaysian Government 
_ "and the superintendent of the 
— Pudu prison in Kuala Lumpur 
- "have filed an application to 
_ Strike out the action brought by 
— five men who were granted a 
| stay of execution on their death 
«sentence under the Internal 
Security Act (ISA). The 


6 


DIO 


sie 
"CU 


ning 


superintendent and the gov- 
ernment were named as re- 
spondents in the application by 
the prisoners which sought to 
declare that the mandatory 
death sentence under the ISÀ 
is unconstitutional. 

`. The five men were sentenced 
to death for illegal possession 
of firearms under the act. All 









Singapore's — S$2' billion 
(US$930 million) petrochemi- 
cal complex, a joint venture be- 
tween a government corpora- 








their appeals have failed. They 
had cited an Indian case in 
which the Punjab High Court 
granted a stay of execution 
pending a ruling on the Indian 
Constitution about the validity 
of a mandatory death sen- 
— K. DAS 


tence. 


Singapore sounds 

a sombre note 
Singapore's growth rate in 
gross domestic product de- 


clined to 6.8% for the first half 


of this year from 9.7% for 1981 
and will fall within the 5-795 
range for the whole of the year, 
Prime Minister Lee Kuan Yew 
announced on the eve of the re- 
public's August 9 National 
Day. It was the first official dis- 
closure of the government's re- 
vised growth forecast, which 
had been set at 8-10% for the 
decade. The prime minister 


Lee: deep concern. "точ знаток 


added: "If the economy in 
America is very weak, we may 

end up with less than 5%.” 
Lee's speech was more 
sombre and pessimistic than 
any he or his cabinet have de- 
livered for some time, reflect- 
ing both increased concern for 
regional security and the 
changed domestic political cli- 
mate since an opposition 
member was returned to par- 
liament last October. "My 
deepest concern is how to 
make the young more con- 
scious of security," Lee said. 
— PATRICK SMITH 






tion and a consortium of Japan- 
ese partners, is to be delayed 
beyond its planned start-up 
next month though most of the 
plant will be completed. A 
senior official of Japan's ruling 
Liberal Democratic Party, 
Masumi Esaki, disclosed in 
Singapore that no firm date 
had been set to begin operating 
the plant, consisting of a 
naphtha/gas-oil cracker and a 
number | of downstream 
ethylene and propylene opera- 
tions, Esaki said the companies 
involved "are discussing start- 
ing up part of the project next 
year." 

The plant has long been a 
source of unease because of 
weak markets, planned capa- 
city elsewhere in the region and 
expensive feedstock. 

The Singapore Government 
has asked the Japanese com- 
panies to request from their 
government preferential treat- 
ment — possibly tax exemption 
— for imports from the pro- 


ject. — PATRICK SMITH and 
FRIEDA KOH 

Soviets may bag 

Philippine plant 


A proposed million tons-a-year 
capacity cement plant, one of 
the Philippines" 11 major in- 
dustrial projects, will be built 
by the government's National 
Development Co. (NDC) in- 
stead of privately-owned Neg- 
ros Cement Corp. and proba- 
bly with Soviet and not Ameri- 
can partners. Negros was cho- 
sen for the project by the 
Board of Investments (Bol) 
two years ago, but has failed to 
implement it owing to financial 
problems of its parent, Con- 
struction and Development 
Corp. of the Philippines 
(CDCP). Its assignment has 
been withdrawn by Bol. The 
foreign partner of CDCP in the 
project is American-owned 
Philipp Bros. Co. but NDC 
wants Soviet partners. The 
idea was discussed by Imelda 
Marcos, wife of President Fer- 
dinand Marcos, during her re- 
cent visit to Moscow; the 
Soviets are following up witha 
three-man mission to Manila 


this month. This would be the 
first Soviet involvement of this 
kind in the Philippines. 

— LEO GONZAGA 


Kerb-market 

to be jailed 

The Seoul district court has 
sentenced kerb-market finan- 
cier Chang Yong Ja and her 
husband Lee Chol Hi to 15 





US$200,000 and ordered to 
1 it US$800,000 and ¥8 mil- 


lion (US$30,500) found in their 
possession at the time of their 
arrest (REVIEW, May 21). Lee 
and Chang were among 32 
people prosecuted for involve- 
ment in the multi-million dollar 
kerb-market loan scandal. 

Retired general Lee Kyu 
Kwang, uncle of President 
Chun Doo Hwan's wife, re- 
ceived a four-year prison term 
for accepting from Lee and 
Chang a Won 100. million 
(US$135,000) bribe. Under 
South Korean law, all defen- 
dants have the right to appeal 
against their sentences. 

— LAXMI NAKARMI 

Straits Times at helm 
of Shin Min 
The Straits Times group, pub- 
lisher of Singapore’s leading 
English-language daily news- 
paper, has purchased a 45% in- 
terest in a smaller Chinese-lan- 
guage daily, Shin Min Daily 
News for $$11 million 
(US$514,000). The group is ex- 
pected to make the paper, 
which now publishes morning 
and afternoon editions and has 
a combined weekday circula- 
tion of 80,000, its evening 
Chinese newspaper in accor- 
dance with the press restructur- 
ing plan ordered by the govern- 
ment last April. Shin Min's 
morning edition is thus ex- 
pected to be dropped. The 
45% stake will comprise 
445,000 ordinary shares and 
4,500. management shares, 
which are the proprietary 
shares by which the govern- 
ment indirectly controls edito- 
rial appointments. The share 
purchase will represent a con- 
trolling interest. since news- 
paper shareholders are nor- 
mally limited by law to hold- 
ings of 3%. — PATRICK SMITH 
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Asean, now 15 years old, is often 
accused by cynics of merely creat- 
ing ideas rather than getting pro- 
jects off the ground — or off the 
drawing board; certainly its list of 
solid achievements so far is short. 
But FOCUS, in its first overall look at 
Asean as a grouping, found that 
there is an unsung team spirit 
among its members. Even the per- 
sistent attempts of Vietnam to 
spoil the party only bring about 


more cohesion in the group. FOCUS looks at the Asean 
concept of consensus; at Indochina's impact on the 
grouping, and its relations with other nations; at trade an 
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d industry within Asean, and at each member's 


contribution to the Five (pages 39-86). Meanwhile, The 5th Column (page 22) sums up Asean as a case 
study in how to disagree without being disagreeable. 


Page 10 

Despite previous denials, Philip- 
pine President Ferdinand Marcos 
makes a move which could pave 
the way for his wife to succeed 
him. Meanwhile, a purported 
American report warns of grow- 
ing trouble in Mindanao. 


Page 12 

A xenophobic demonstration in 
Kuala Lumpur could have a 
backlash on elections for leaders 
of the United Malays National Or- 
ganisation youth wing. 


Page 14 

It’s a united front at the Asean 
foreign ministers' meeting, but 
South Asian foreign secretaries 
still seem to be reluctant to get to- 


Regional Affairs 


Philippines: Recipe for succession —— 
The consul's file ша 
Torture on trial 

Malaysia: A law unto themselves 

China: Down but not out 

scere E The smiling Five 

he hesitant seven _ — — 

Foreign relations: Clearing the air — 
Seoul nange iou ЗЕ РОМАТ. ОЗ МНА 

Lessons of Pearl Harbour: The 
strategic imperative _____ 

Papua New Guinea: Somare casts 
his OT spent eS AER SS 

South Pacific: No home on the range — 
We shall return =1 es 


Business Affairs 


Currencies: Indonesia's devalued option 











Page 19 

Some fair-dinkum talking goes a 
long way to patching up differ- 
ences between Malaysia and 
Australia. 


Page 32 

Hail to the Chief — Michael So- 
mare is back as Papua New 
Guinea’s prime minister. But he 
has a host of problems. 


Page 88 

Despite repeated government de- 
nials, fears are rampant in Jakarta 
again of a possible major devalu- 
ation of the rupiah. 


Pages 89-90 

Japanese and United States offi- 
cials meet to try to reduce differ- 
ences over trade. 


Economic relations: The US-Japan 

gap still yawns 

Mansfield's voice of calm 
Economies: China's man 

in the middle 

Take it away, comrade ıi. 9 
Budgets: Good news in New Zealand 

9 


— for now 
Aviation: Balm for Nepal's 
sick airline 
Technology: Japan's unpulled 
plug 
A five-pointed star 
Commodities: Too much is too 
bad in India 
Companies: Libyan allure 
A prospective suitor 
Industry: No growth engine 
for Tatwan 
Finance: How to lose less 
money in Asean 


Cover photo: Arthur Kan 


Pages 90-92 
Conservative local authorities in 
China are undercutting the ex- 
pansion of the fledgling private 
retail sector. 


Page 103 

The sweet smell of success for 
Indias sugar industry has 
brought on a severe case of indi- 
gestion. 


Page 113 

The new Asean Finance Corp. ad- 
vises the Five to concentrate on 
rationalisation during recession. 


Page 114 

The Hongkong Government's an- 
nouncement of another cheap 
land deal with China aggravates 
the unease it was intended to still. 


Property: Dear friends of 
Hongkong... 

Company results 

Stockmarkets 
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i inother boat, says a Bur 
erb. But while former opium kingp 
Hsing-han may be useful to a certain 


nt to the Burmese Government he ^ 


‘definitely more useful to himself 
П double or more the flow of heroin 
hailand from where it goes on to the 


rested parties in thê world anti-nar- 
campaign should consider seriously 
ink between political development in 
ma and the drug problem. Burma's 
rty dictatorship seems stable: and 
nsay that Burma is оп the road to 
conomic recovery. But people 

eve in democratic principles and 

sic human rights know that the 
Burma is a genuine federal re- 
based on parliamentary demo- 


‘and every state within the federi 

ll exploit its own natural resources 

is the need to grow opium will díe 

and prosperity will come only 

^ t our differing nationalities rule 

nanage themselves in their respective 
within the federal republic. 

| SOE MIN 


A * * 

presidential race 
been directed by Sirimavo Ban- 
aike,” president of the Sri Lanka 
от Party (SLFP), to point out that 
of the remarks she made in the 
Of her interview with South and 
ia correspondent Salamat Ali 
IEW, June 18], were incorrectly re- 


en Mrs. Bandaranaike spoke to Ali, 
id say that the SLFP had a problem 
g the right presidential candidate to 
sident Junius Jayewardene at the 
sidential election, due before Feb- 
1984; but she did not mean that the 
not find: a candidate in its own 

is such. What Mrs. Bandaranaike 


0 say was that Jayewardene was. 


are that there. is no leader in this 
who is nationally acceptable and 


pin 








| was the 
reason why Jayewardene and the ruli 
party have been going ahead with their 
campaign to kill her politically even after 
she has been disenfranchised. While Ali 
fairly correctly recorded what Mrs Ban- 
daranaike. said. during her interview, I 
think that this misquote must have been 
due to:a misunderstanding of what she 


told him. GUNADASA YATAWARA 
. Personal Assistant to 
Colombo Sirimavo Bandaranaike 
ө Salamat "Ali replies: The misun- 
derstanding would not have arisen had 
Mrs Bandaranaike’s remark been read in 
the context of the preceding paragraph of 
my article, which pointed out that she was 
barred from seeking electoral office, thus 
robbing the SLFP of the only credible op- 
ponent for Jayewardene, 


It's magic 

Richard Nations and Robert Manning, 
wtiting on the World Bank's new system 
of varying rates for its loans [REVIEW, July 
23], end their article with the phrase: *. . . 
US President Ronald Reagan's apparent 
infatuation with the ‘magic of the mar- 
ketplace’.” 

The word infatuation is quite ill-chosen. 
What is happening in nearly all the 
economies of the world is the end of 
another infatuation entirely — the beliefs 
that: 

» governments were all-seeing and all- 
wise, and knew better than the market- 
place; 

» all you had to do to be prosperous 
was to create a whole shower of money 
and credit. 

This infatuation grew out of the desper- 
ations of the 1920s and 1930s, became a 
dogma by 1945, and ushered іп the misera- 
ble history of bankrupt states and bank- 
rupt state industries which we have seen 
ever since. Thank goodness, it has not 
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TRALIAN NATIONAL UNIVERSITY invites applications for POSTDOCTORAL 


OW/RESEARCH FELLOW/SENIOR RESEARCH FELLOW in FAR EASTERN HIS- : 
/, RESEARCH SCHOOL OF PACIFIC STUDIES. This is а position in Chinese His- 
The department is particularly interested in candidates working in modern economic 
| history, but. applications from specialists in Mongol-Yuan history would also be 
e. The. successful applicant will be expected to take up the appointment after 
iuary 1983. A curriculum vitae, samples of published work and the names of three re- 
ees should be forwarded to the Registrar. Appointment at Postdoctoral Fellow level will 
vO years; appointment as Research Fellow/Senior Research Fellow will be for two 


three years 


агу in accordance with qualifications and experience within the rahges: Senior Re- 
rch Fellow $29282-$34928 p.a.; Research Fellow $20963-$27539 p.a.; Postdoctoral 
v Grade 1 $18068-$20699 p.a. Current exchange rates: $A1 = $051.02 = UK58P. 
sonable appointment expenses are paid; superannuation; assistance with housing. 
е University reserves the right not to make an appointment or tò make an appointment 
ivitation at any time. Applicants may obtain further particulars from The Registrar, The 
ralian National University, P.O. Box 4, Canberra, A.C.T., Australia, with whom ap- 


i ji s close on 10 SEPTEMBER 1982. 
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ssers' tales 


While I am extremely grateful to Derek 


«Davies for his generous reviewof my book 
Trespassers on the Roof of the World 


[REViEW, July 16], perhaps I may be а 
lowed ‘to: defend myself on two. minor 
points. It would have béen tempting, as _ 
Davies suggests, to end the book with Col, 
Francis Younghusband's mystical conver-. 
sion on a mountainside outside Lhasa: 
after shooting his way there at the head o 
an army. However, as the world knows. 
only too well, he was not the last of Tibet’s. 
trespassers, .. i ^ : 
To be trie to my title, and to: make the 
book as definitive as possible, I felt it 
0 include all foreign trespas- 
the book with the © 
Iso included other, 


locate is; I hope, marked. . 8 : 
Incidentally, Davies — and your many > 
readers — may be glad to know that ће 
gallant Robert Ford, the British radio 
operator who stuck by his post during the. 
Chinese invasion, is alive and well-after his 


ordeal as a prisoner of the Chinese, andis = 


now British consul-generalin Geneva. 
London PETER HOPKIRK 


e: 
Your item on Chinese Defence Minister 
Geng Biao's visit to North "Korea 
[REViEw, July 16] quotes the usual 
“analysts” as pointing out the omission of 


 Geng's demand for the withdrawal of 


United States troops and military equip- 
ment from South Korea from the official 
Xinhua report of that speech. The 
"analysts" must have got their wire (ser- 
vices) crossed on this. occasion; as Xinhua 
did report Geng's demand, not only on ће. 
occasion of his visit to Kaesong (near the: 
demilitarised zone) but also.at an earlier 
banquet in Pyongyang. This being so, the 
source of the "intelligence" would there: < 
fore seem to be suspect, and the conclu- 
sion drawn misleading. «^. s 
Hongkong i PAUL WHITE. 


e White is correct in that Geng did call... 
for a US troop withdrawal in the Kaesong · 
speech, without specifying an imme ; 
withdrawal. The speech to which Int. 

gence referred was made at a public rally 
in Pyongyang to welcome Geng on June 
20. There Geng called for an "immediate" 


‘ withdrawal, the North Korea 


agency reported. This refere 
leted in a Xinhua report of Geng 
to the rally. So we stand by our 


: the omission, though our wires 
J |: i the ref i 
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Tibetans’. gratitude and thanks for your 
extensive coverage of Tibetan affairs in. 
past issues as well as in the latest issue. 
Undaunted by the possibility of displeas- 
ure of the Chinese leadership in Peking, 
the REVIEW has lived up to its journalistic 
integrity and sense of fairness in covering 
Tibet. 

The Panchen Lama's visit to Tibet is a 
welcome step after 18 years as a virtual 
prisoner in Peking. He was allowed to visit 
Amdo in 1980 for the first time since his 
release from a prison in Peking in 1978. In 
Amdo he was welcomed by the Tibetans 
with ecstatic joy which made the Chinese 


' authorities nervous. The Chinese wanted 


to use the Panchen Lama as a puppet, but 
the Panchen Lama chose prison and tor- 
ture rather than carry out Chinese de- 
mands: to denounce the Dalai Lama and 
to take his place. > 

In 1962, the Panchen Lama addressed a 
70,000-word memorandum to Mao 
Zedong complaining of the Chinese 
breach of promises and abuses against the 
Tibetan people and their religious institu- 
tions. This memorandum demanded 
among other things that Tibetan cadres be 
given full power; that the destruction of 
Tibetan culture and monasteries must be 
stopped; that all ancient objects must be 
collected and preserved in Lhasa; that 


In support of swidden 


Isympathise with Nicholas Tapp's spirited 
defence of the agricultural practices of 
Thailand’s hill people [Letters, REVIEW, 
July 9], and of the slash-and-burn or swid- 
den: shifting cultivation upon which their 
way of life is based. Tapp is advocating a 
form of agriculture by which humans have 
lived for many thousands of years in tropi- 
cal Asia, without seriously degrading the 
ecological system of which they are part. If 
practised with traditional techniques, and 
supporting low population densities, swid- 
den cultivation is indeed environmentally 
innocuous. 

Unfortunately, Tapp seeks: to proceed 
from there to a general endorsement of 


the deforestation of tropical humid forest- 


areas as a legitimate human-endeavour. 
My first reaction to this is to point out that 
traditional swidden agriculture in fact pre- 
serves forest cover; for the simple reason 
that it depends upon it. Tropical forest 
soils tend to be very fragile, and readily 











| 1 have just read your cover story on Tibet 
| [REVIEW, July 16]. As a Tibetan, I would 
like to take this opportunity to express 


freedom of religion must be practised, 
of Tibetans 


The Chinese also asked him to ta 
Dalai Lama's: place as chairman. of 
Preparatory Committee for the Tibet 
tonomous. Region and to denounce 
Dalai Lama as a reactionary. The Pan 
Lama rejected this, saying that 
neither entitled nor competent to r 
or denounce the Dalai Lama. Inste 
Panchen Lama praised the Dalai 1. 
many public gatherings. For 
March 1964, after religious s 
Lhasa, he prayed for the lo 


dered the Panchen Lama to de 
Dalai Lama as à traitor and reactio 
But the result was a dramatic act of 
nance by the Panchen Lama as h 
short religious discourse ánd ma 
lowing statement: “Today, whil 
gathered here, | must pronoun 
belief that Tibet will soon tegain he 
pendence, and that His Holiness tt 
Lama will return to the Golden Т 
Long Live His Holiness the Dalai La 
: TINLEY NYA i 
New York New 


If regeneration of old. fields. is 
vented, for example by fire or gre 
those fields -will undergo irrevers 
change. If there are too many swidde 
tivators in too small an area, trying. 
tivate ground too intensively, the 
after. patch will become. perman 
exhausted: In a few years, all that 
main will be the bald, eroded and in 
slopes and plateaus of the sort to be 
in the Karo Highlands of North 
and many, many other places. ^ 

Bitter experience around the w 
established the principle that fores 
on water catchment. areas is. vital 
properly regulated run-off, without 
tating floods or dry periods. Th 
point about a forest on a mountain 


lose their fertility (by leaching, oxidation | - 


etc.) if their vegetation cover is interfered 


with, This is why swidden cultivators have |. 
_to shift every year or two, continuall 


clearing new patches of land and 1 
their е 
once 


ng | 
ier fields regenerate to forest 











e Oki plant: a glimpse of the future. 


a1 | have seen the future, and it works." 

These words by American jour- 
nalist Lincoln Steffens describing the 
newly born Soviet Union cannot help 
but come to mind after a trip through 

Oki Electric Co.'s newest semiconduc- 
tor plant in the capital city of Miyazaki 
prefecture on Japan's southernmost 
large island, Kyushu. 

Managing director Yuzuru Tamaoka 
tells his visitors (only one other foreign 
journalist, the editor of a West German 
trade publication, has been here before) 
that International Business Machines 
Corp. officials call this plant the most ad- 
vanced integrated-circuit facility in the 
world. Typically, IBM declines to com- 
ment, but other industrial experts 
suggest the claim is true. 

‚ Superlatives aside, a tour through the 
plant is a view through a technological 
looking-glass into a hermetic wonder- 

‘land where craft and science somehow 
seem to merge. There seems a much bet- 
ter chance of Steffens’ vision coming 
true here than in the Soviet Union. 

The Oki plant makes some 3 million 
chips a month, including 16k and 
64k, and has been churning out its 
main products since August 1981. 
Officials say the plant is capable of 
producing 256k chips, the most 
advanced chips feasible for com- 
mercial output, but production re- 
mains at the testing stage. The 
chips are used mainly for com- 
puter games by companies like 
Atari, which dominates that mar- 
ket. 

Anyone entering any semicon- 
ductor factory worth its litho- 
graphic engraving process must be 
rendered scrupulously clean. That 
means shedding coats and shoes 
and donning freshly laundered 
trousers, a jacket with a monk- 
like cowl, rubber-canvas shoes 
and a disposable surgical mask. 


All are white. Visitors also need to 
pass through at least two air show- 
ers, where jets of artificial wind 
purge unwanted dirt particles from peo- 
ple who. mistakenly thought they were 
clean. 

Even more than Texas Instruments, 
Nippon Electric or other competitors, 
dust is the enemy at Oki. One speck can 
immediately ruin a manager's zero-de- 
fect dreams. Quality-control circles 
spend hours conjuring up new ways to 
sterilise their workplaces. For cleanli- 
ness, a hospital operating room is just 
another Asian alley to an integrated-cir- 
cuit plant supervisor. 


he young men and women of Miya- 

zaki prefecture who work in the 
Oki plant must don clear plastic gloves 
for many of their jobs. (Presumably, the 
dainty, lacey underwear festooning the 
balcony clothesline of the female dor- 
mitory nearby passes official muster.) 
The paper they write on and read from is 
laminated, and cannot be torn. As the 
visitors watch through double-paned 


Oki worker: an electronic surgeon. 


glass, Oki 
employee wheels 
along a machine that 
monitors dust levels 
— a 2lstcentury vacuum cleaner. 

In some work areas, a red glow suf- 
fuses the room. This is a reflection from 
the wall furnace that heats blue silicon 
wafers, the size of saucers, to 1,200*C to 
meld silicon dioxide to the wafer's sur- 
face. In another compartment, hooded 
workers perch on high stools, peering 
through devices like microscopes to en- 
sure the coating on a wafer has been 
bonded correctly to the surface. They 
must be congruent to within three 
microns, three-millionths of an inch. 

In a third work area, there is a minia- 
ture assembly line operating, one wafer 
vertically carried: along a tiny railway 
track, checked at tiny'stations along the 
way. Most areas contain some configura- 
tion of computers. Some fill an entire 
wall with buttons, boards, switches, 
while others are confined to consoles 
where operators programme green 
video orders to their bright mechanical 
servants. 

That, perhaps, is the most impressive 
thing about Oki's factory: the successful 
mix of human effort and mechanical au- 
tomation. Men and machines literally 
work side-by-side to make ever more 
sophisticated innards for ever more in- 
telligent artefacts. Moreover, that is the 
irony of their joint venture. The more ef- 
ficient and accurate the coproduction 
becomes, the sooner their strategically 
planned obsolescence happens. Oki offi- 
cials estimate the equipment in this 
newest plant will be replaced in four 
years in order to keep up with tomor- 
row's technology. 

And though they plan to double the 
plant's variety of chips to include logic as 
well as memory functions, senior manag- 
ing director Sumio Nakajima observes 
that employment will not double. At 
present there are 700 workers in the Oki 
plant, but, said Nakajima, as the plant 

develops as many production pro- 
cesses as possible will be auto- 
mated, though he declines to 
specify which activities will cease 
to be manned and will become 
machined. And despite projec- 
tions of substantial increases in 
production, Oki officials say the 
total number of workers will rise 
only slightly. 

How long will the Oki facility be 
able to claim its title as the world's 
most advanced semiconductor 
manufacturing plant? Nakajima 
answered confidently: "Since we 
are investing more and more in ad- 
vanced equipment, and emphasis- 
ing quality control from both 
management and workers, we 
will remain the most advanced." 

— MIKE THARP 
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compiles pases and interprets them. No busi- 
ап сап ано toi ее them. Nor can any execu- 


The Power Game, Population & Food, World 
ian Development Bank, ASEAN Econo- 
nance, Asian Investment, Energy, Com- 

ties. viation, Shipping and Trade & Aid. 

body of the book contains chapters on 30 
tries, with Fiji included for the first time. Each is di- 
into 4 sections: political and social, foreign rela- 
onomy and infrastructure ranging from Afghan- 
through China, to Korea and Japan, down through 
^hilippines to Australia and New Zealand, and then 
о Pakistan via India, Indonesia, Singapore and 


ysia. 
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speculative stocks. An unusually cool and 
wet summer has dampened seasonal sum- 
mer-appliance. sales and dragged some 
electricals down. Towards the end of the 


lacklustre period a few pharmaceuticals 
strengthened. The < Nikkei-Dow Jones 
average closed at 7,208.29 on turnover of 
150 million shares. 


Taipei 

The weighted price index dropped 
throughout the period, closing down 9 
points at 445.71. Average volume was up 
marginally to NT$211 million (US$5.4 
million). A typhoon closed the market on 
July 29 and activity declined in subsequent 
days. Investors were reportedly awaiting 
the release of second-quarter company re- 
sults. Sentiment remains bearish. 


Manila 


Only 666.3 million shares worth P20.7 
‘million (US$2.4 million) changed hands 
during the period, but prices improved. 
The best performer was Oriental Petro- 
leum, propped up by prospects of an oil 
strike at the Linapacan area off northwest 
Palawan. Oriental opened at 3.7 centavos 
and rose to 4.1 before closing at 3.9, Brok- 
ers were, in general, cautiously optimistic 


UE aqoa 


гар? 


about the market's prospects, and hopes 
were high that prices were off their lows. 


Australia 


Prices were volatile, with overseas institu- 
tional investors continuing to call the 
tune. A sharply weaker’trend developed 
as the period progressed before a rally on 
Aug. 2 saw some of the losses made up. 
(Sydney was closed for a bank holiday on 
Aug. 2, but trading continued elsewhere.) 
Trading was light, and the Australian All- 
Ordinaries Index finished at 468.5 points, 
for a loss of 9.7. 


New Zealand 


‘ 


The market remained flat on low turnover 


until the last day of the period when some 
buying in advance of the Aug. 5 budget 
announcement pushed prices up as sellers 
progressively withdrew. Sentiment leaned 
towards the view that the budget would, 
on balance, boost prices. NZ Forest Pro- 
ducts rose on news that it was proposing a 
major forest planting project with Shell 
Oil in the north of the North Island. 


Bangkok 


An air of quiet confidence built up as buy- 
ing orders flowed in to sustain the recent 
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advance was the prospect of lower domes- 
tic interest rates in line with overseas - 
trends. Another was that brokers must - 


land board to stimulate trading. Aver 
daily turnover was Baht 12.6 million 
(US$549,600). The Book Club Index - 
closed at 94.66 for an overall gain of 025 ms 


Seoul 


President Chun Doo Hwan's upcomi 5 
trip to Africa and Canada gave dé 
stockmarket a boost. Share prices ad- _ 
vanced on a broad front. The composite 
share price index closed at 174.1, up 44% Б 
points, in heavy trading. Big gainers were _ 
trading-company and construction shares. - 
Some analysts expect the bullish senti- 
ment to continue. Daily average adie 
volume rose to 10.5 million shares, an in- sins 
crease of 3.5 million shares compared with TE 
the previous period. 
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И rally which set in at several Asian 
markets in the previous period ap- 
_ peared to be no more than a flash in the 
| рап, with sharp declines resuming in the 
period to Aug. 2. Australian, Singaporean 
and Malaysian markets — which led the 
pack a week ago — tumbled, with the Sin- 
| gapore average shedding more than 5% 
On the period. Hongkong did even worse, 
| slumping almost 7%. 







Hang Seng Index plunged to its low- 
est level since April, closing-at 1,182.75 
‘for an overall loss of 88.37 points, in a 
жай shortened by a holiday on Aug. 2. 
_ Many brokers were caught by surprise: 
_ they had expected softer interest rates to 
_ help boost prices. Instead, the index re- 

‘treated throughout the period, with the 
_ sharpest fall taking place on July 29 when 
‘it shed 47.27 points, the biggest drop on 
_ апу single day since March. The large- 
‘scale selling was attributed in part to small 
investors’ uncertainty over the future of 
Hongkong, a subject which has received 
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Back in the dumps 


considerable press attentioh in recent 
weeks. There were signs of some panic 
selling on July 29 and turnover rose sharp- 
ly. On the following day, a rally took 
place, but it petered out and the index fell 
back another 3.11 points. 


Singapore 


The market took another major spill, 
bringing indices to their lowest point this 
year. The Straits Times Industrial Index 
lost over 32 points during the period, 
finishing at 655.52. Frasers Industrial 
Index fell 230.61, closing at 3,780.16. Vol- 
ume was well above 3 million shares daily, 
approaching 5 million in the two final ses- 
sions. Some analysts predict buying sup- 
port at the 640 level on the Straits Times 
Index while others expect the index to 
drop to 500 or below. The weaker sectors, 
they say, include plantations, hotels and 
Malaysian property companies. 


Kuala Lumpur 


The resumption of trading after the Mus- 
lim Hari Raya holiday brought renewed 


heavy selling pressure, with five straight 
days of falls sending the 30-counter New 
Straits Times Industrial. Index crashing 
through the psychological 800 barrier. 
The weighted Fraser's Industrial Index 
shed 87.25 points to another low for the 
year of 2,203.49, reversing the previous 
period's slight recover. Analysts said the 
slump could have been triggered by the re- 
lease of the latest Bank Negara quarterly 
report, which showed the depth of the re- 
cession in Malaysia, and. by the govern- 
ment's freeze on housing and car loans for 
civil servants. 

Tile manufacturer and property de- 
veloper General Corp. , which has just an- 
nounced a one-for-one bonus issue, led 
trading with turnover of 1.2 million shares 
out of a total of 14.1 million. The counter 
gained 4 M cents (1.6 US cents) to 
M$3.70. Second-placed Pegi, which re- 
cently launched à bid for Dunlop Malaysia 
Industries, continued to lose ground, 
dropping to a 1982 low of M$2.30. 


Tokyo | 


The market dipped during mid-week and 
then managed to recover enough ground 
to elose virtually flat for the period. In- 
vestors continued to seek out smaller 
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Winsor Industrial Corp., a diversified 
Hongkong textile firm which is often re- 
garded as a bellwether for the industry, 
has reported a 24% decline in net profit 
to HK$77.7 million (US$13 million) for 
the year to Mar. 31. This was the group's 
second consecutive year of declining 
profits and chairman T. K. Ann said 
operating conditions would be tougher 
still in the current year. The profit came 
on total sales of HK$1.63 billion, up 
22%, though some of that growth re- 
sulted from intra-group sales, up 82% to 
HK$180.6 million. A more accurate 
gauge of performance was the 17% rise 
in external sales to HK$1.5 billion, the 
bulk of the increase coming in the first 
half of the year. Soaring domestic and 
external costs and a sharp squeeze on 
profit margins (of the order of 35%) far 
outweighed the volume increase, how- 
ever. 

With a HK$73.5 million extraordinary 
profit, derived. mainly from Winsor's 
sale of its 50% stake in a redevelopment 
site in Hongkong's New Territories, 
total group profit actually rose 41% to 
HK$151.2 million. (However, the 
windfall gain had a backlash effect on 
operating | profits, against which 


Mitsui retreats sharply 


Japanese trading house Mitsui and Co. 
has reported a 93.495 drop in consoli- 
dated after-tax profit, to US$4.8 million, 
for the year ended Mar. 31. Net income 
per 20 shares plunged to ¥25 (10 US 
cents) from ¥375 the previous year. The 
company had to write off nearly US$160 
million of its investment in the Bandar 
Khomeini petrochemical project in Iran 
and make provision for total fines of 
US$11.2 million incurred on steel- 
dumping charges in the United States 
(REVIEW, July 30). The cómpany re- 
ported total trading transactions of 
US$62.8 billion, 3.9% up on the previ- 
ous year. Exports rose 19.5% to 
US$13.1 billion while imports were up 
0.7% at US$13.6 billion. The dividend 
was cut from ¥7 to ¥5. 

— HIKARU KERNS 


Atlas' big fall 


Adverse market factors pushed Atlas 
Consolidated Mining and рен 
Corp. of the Philippines to a net loss of 
P255.5 million (US$30 million) in 
January-June this year from a net in- 
come of P59.3 million in the same 
period last year. It was the Atlas' biggest 
six-month deficit. Operating revenues 
dropped 24% to P 848.65 million as pro- 
duction went down 4.6% to 146.3 mil- 
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Ann: tougher times ahead. 


HK$13.6 million was charged to provide 
for the decline in the value of shares re- 
ceived as part-payment for the site sale.) 
The directors have recommended a final 
dividend of 25 HK cents for an un- 
changed total of 37 cents for the year. 
The annual general meeting is scheduled 
for Sept. 24. — A CORRESPONDENT 


lion lbs in the case of copper, and 2.7% 
to 95,823 oz in the case of gold. Output 
of by-product silver went up 1.7% to 
265,018 oz. On average, the price Atlas 
got for its major products declined to 66 
US cents from 79.58 cents a lb, compar- 
ing this year's second quarter with last 
year's similar quarter (no comparative 
half-year figures were given), for copper 
and to US$333 from US$479 an oz for 
gold. 

Company president Andres Soriano 
said there seemed to be no sign of 
immediate recovery. He added, how- 
ever, that the government's subsidy 
scheme for copper would be a big help. 
Industry estimates indicated that at a 
support price of 75 cents a Ib, Atlas can 
limit its net loss to P50 million in the re- 
maining half of the year. 

— LEO GONZAGA 


Hamersley advances 


Australian iron-ore miner Hamersley 
Holdings Ltd managed to boost profits 
to A$25.5 million (US$25.6 million) in 
the six months to June 30, thanks to in- 
creased shipments and price rises agreed 
to by Japanese steel mills. Shipments 
rose to 14.7 million tonnes of iron ore, 
though production was lower at 14 mil- 
lion tonnes, with the difference coming 
from stockpiles. Reflecting higher iron- 
ore prices, turnover for the half rose to 
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A$270.7 million. Interest charges stood 
at A$13.6 million (previously A$13.8 
million) and the depreciation provision 
was raised to A$46.8 million, well above 
the former level of A$35.8 million. 

— BRIAN ROBINS 


World International up 


World International (Holdings) Ltd, the 
public arm of Hongkong magnate Sir 
Yue-kong Pao's shipping empire, has re- 
ported a 97% rise in net after-tax operat- 
ing profit to HK$445.6 million (US$75.4 
million) in the year to Mar. 31. Analysts 
say the group's conservative chartering 
arrangements have helped — but some 
question whether the performance can 
be maintained if the recession drags on. 
In terms of earnings per share, the re- 
sults are less impressive: at 31.8 HK 
cents, they are 27% up on the year-ago 
figure after adjustment for a one-for-five 
scrip issue. 

Although a breakdown of earnings 
has yet to be made public, it is thought 
that the group derived about HK$124 
million in operating profit from its 4596 
holding in Hongkong and. Kowloon 
Wharf. Extraordinary gains for the year 
came to HK$31.6 million (HK$120.7 
million previously). Final dividend of 7.5 
cents per share brings the total for the 
year to 12 cents, an increase of 2095. 

— A CORRESPONDENT 


A weaker Toray 


Net income of Toray, Japan's biggest 
manufacturer of synthetic fibres, fell 
35% to ¥16.6 billion (US$67 million) in 
the year to Mar. 31, But net sales in- 
creased 12% to ¥734.5 billion on a con- 
solidated basis. A loss of ¥4.2 billion on 
foreign-exchange transactions during 
the year contributed to the income de- 
cline; in contrast to a ¥6.7 billion 
foreign-exchange profit during the pre- 
vious year. But the current results would 
have looked even more dismal if the 
foreign-currency translation system used 
last year had been maintained. In the 
current term the company is emphasis- 
ing non-textile business and it expects a 
10% rise in pre-tax profit. Net profit per 
share was ¥4.6, down from ¥22.8 

— KAZUMI MIYAZAWA 


U-Bix retreats 

The net income of Philippine office 
equipment distributor U-Bix Corp. 
dropped to P3 million (US$352,000) in 
1981 from the preceding year's P3.7 mil- 
lion despite a sales revenue increase to 
P65.8 million from P50.5 million. The 
company says it expects a 15% revenue 
growth but no profit increase this year 
owing to continuously rising operating 
costs. U-Bix, which sells mostly type- 
writers, plans to expand its product line 
to include word processors and mini- 
computers. — LEO GONZAGA 
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“merge, as 
ment-directed restructur- 
ingapore’s. two leading 
ре newspaper groups are 
omplete the formation of a 
g company by the end of this 
'arly in September. Shareholder 
j be sought at separate meet- 
gust 17, is widely expected. 
ге ndications, however, that the 
g of the two publicly quoted 
s under the watchful eye of 
nister Lee Kuan Yew will be the 
match long expected. 
olding company, to be known as 
papore News and Publications Ltd 
isted on the local stock exchange, will 
jJ the two newspaper groups as 
subsidiaries. Nanyang 





























, is a conservative, pro-govern- ; 


daily with a circulation of 97.000; Sin 
Jit Poh is a more liberal daily (circu- 
) that has traditionally been 
fthe n Thecom- 
















ind two years ago 
ipanies. Since July Si 


n tabloid. The title was 
еа from the Straits Times group, the. 
English-language publishing com- 
y here, as part of the government's ini- 
posals for the restructuring of the 
per industry (REVIEW, Apr. 23). 
15 of the new company's operating 
€ not yet clear even to the prin- 
itis widely accepted that further 
on, as the government has 
d the exercise, will follow the 

; À proposal to make Sin Chew Jit 
ening paper, for instance, is said 
senior industry source to be under 
For the time being, however, both 
'se-language papers are to remain 
ing dailies and retain separate edito- 

'roduction facilities. First. to. be 
ment, personnel and 
‘ial operations. A central plant for 
diting and. publication of all three 
apers.to be operated .by the new 
to.be set up “at a later date,” ac- 
ing to the offer document made avail- 
y Morgan Grenfell Asia, the mer- 
nt bank appointed to advise the two 
ups’ boards. 
ased partly оп а valuation of underly- 
ts, Morgan Grenfell has recom- 
aded: the initial Prive < of the new hold- 




























[м shares are thus given а 1276 pre- 


| a5% premium for Sin Chew shareholders. 
"The merger will raise the net asset valüe 


(currently $$2.52) by 22% and that of Sin 











basically fair, as one brokerage source put 
it; though it is also seen as slightly low as a 
reflection of the currently depressed mar- 
ket. Thé new company will have net assets 
of S$120 million — which will translate as 
assets of 533.08 per share: Stock in the two 
now-independent newspaper groups is to 
be exchanged in blocks of 1,000 shares. In 
the case of Nanyang Siang Pau this is to be 
an even one-for-one exchange. For Sin 
Chew Jit Poh shares; each block of 1,000 is 
to be exchanged for 1 ‚260 shares in the 
new company. — effectively valuing Sin 
Chew stock at $$4.71 a share, 


Brokerage sources indicate consider: 


able dissatisfaction among Sin Chew 


shareholders over the basis on which their... 
shares are to be exchanged. In the period 


since the end of April 1981, Nanyang 
shares reached a market high of S$3.94 
and show an average price this year of 
$$3.35. In the same period, Sin Chew 
shares reached a high of S$5.30 апа an 
áverage S$4. 46. 


nthe exchange of stock, Nanyang Siang 


mium on their average ptice in the year 
before the merger was announced, against 


attributable to Nanyang Siang Pau shares 


Chew shares (currently S$3.57) by 9%. 

Sin Chew shares have been under some 
selling pressure recently and are now trad- 
ing at around $$3.56 — their low for the 
year. Nanyang shares, meanwhile, have 
been recovering slightly and are now trad- 








ing at around $$3.06. Both shares were 


suspended last April at.$$4.48 and S$3:32 
respectively and have only recently been 
re-listed. Their discount to the offer price 
reflects a combination of market scepti- 
cism ovér what price Singapore News and 
Publications will initially trade at, the via- 
bility of the New Nation as an afternoon 
paper (which could affect holding-com- 
pany earnings) and generally poor market 
sentiment at present. 

The major holder in the new company, 
with a 30% interest, is to be the Overseas 
Union Bank (OUB), a leading local bank 
that has long been associated with 
Nanyang Siang Pau. United Overseas 
Bank (UOB), which has maintained a 
similar relationship with Sin Chew Jit Poh, 
is to take a 3% interest in the ordinary 
share capital. The government-controlled 
Development Bank of Singapore (DBS) 
will also hold 3%. 

All three of these banks hold equal 
(16%) sharés in the portion of The Singa- 
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words, they cal p 
ments, since ordinary shareholdings are 
normally limited to 3%. Management 
shares cannot be traded without govern- 
ment permission and are distributed only 
with government approval. 

OUB (and associates of the bank or 
Nanyang) are to receive a total of 168,000 
management shares; UOB and associates 
of either the bank or Sin Chew are to re- 
ceive 70,500. | 

А first step in the reduction of Sin 
Chew's influence may thus be the removal 
of Sin Chew Jit Poh from morning circula- 
tion аѕ а competitor to Nanyang Siang 
Pau. Sin Chew sources would not discuss 
the terms under which the paper may. ^ 
move to evening publication. “There are 
many considerations and we cannot dis- 
cuss them," one source on the paper said. 
As Morgan Grenfell's offer document 
stated, however: “it is to Бе noted: that 
The Straits Times Press (1975) Ltd has an- 
nounced that it proposes to publish a daily 
evening Chinese-language newspaper." 

One of the government's intentions in 
launching its “rationalisation” was to 
eliminate competition among newspapers 
— at least for the time being. If Sin Chew 
Jit Poh does become an evening paper, it. — 
is thus a question of how long it will sur- 
vive as such. 
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Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered to you by the govern- 
ment controlled NORTH-WEST-GERMAN-STATE-LOTTERY. 
Extraordinary! Every 3rd ticket-number wins guaranteed whithin the 
period of the lottery. Total winnings for the 69th lottery will amount to about 
103 million DM. Alone the Super-Jackpots entail 27 million DM. 


The maximum Super-Jackpot 
alone comes to 2 million DM. 


The prize-money is paid in DM, one of the strongest currrencies in the world. 
The lottery runs over a period of 6 months - one class per month. 1st - 5th 
class gives you four chances in each of the four weekly draws. The 6th class 
offers you 8 chances - that is 8 chances to win! The prize-money increases 
from draw to draw. All draws are supervised by state auditors. 


жыш шеш тен m ныш mm иша m eee Order Coupon m шан шш ш 
The 69th NORTH-WEST-GERMAN STATE-LOTTERY runs from October Ist, 1982 to March 25th, 1983 


Secure your chance to win now! Mail your coupon today! 


Mail to: W. Ruge · Heidenkampsweg 32 : D-2000 Hamburg 1 · W.-Germany 





Please write in German O English O Мг. О М. О Miss О 
Clear letter-printing please 
Fist Name, LL Lo Sb JL cp ddr 





Surname: L3 FA SEE А Lb E Кш. 4254: 4 
oa E TO EE HEE A E Аш Be E р рер засы 
E CO BENS LY, E Дын UL DET Гү. ү EE E E FE go з 
ON ber د ا‎ eque opu HE МЕ ЕЕ ИШ L 
Сету E O Ad be н: 1 te IL i3 T 
Charge my Û DINERS CLUB C AMERICAN EXPRESS 

Name of Card Holder 1.1 1 01 | 1 i) i 11201 у у ү | 








Signature 
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69th NORTH-WEST-GERMAN STATE-LOTTERY 





It's easy to participate: 

@ Please send us the order coupon - or if missing - a letter. 

@ Atlach payment for the tickets you want, using either cash by registered 
airmail-postage, international postal order, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after receipt of the 
invoice. 

@ We send you the tickets, further information and the official draw 
schedule. After each class you receive the official winning list together 
with your ticket for the next class, as your previous ticket is eliminated 
from the lottery after each class. 

@ You will be notified each time you win within days. The prize-money is 

paid to you free of German tax and the whole amount will be paid with- 

out any deductions. You remain absolutely anonymous. 


€ We guarantee fast, reliable and confidential service world-wide. 


This is why it is interesting for you to join the 
lottery: 


1 x 2 million DM as maximum prize-money 


1 x 1 million DM 
24 x 1 million DM or 240 x 100,000 DM 
29 x 50,000 DM 


and in addition 107,587 more prizes up to 25,000 DM 


Walther Ruge 
Heidenkampsweg 32 - D-2000 Hamburg 1 - West-Germany 









Win 100 % with a 1/1 ticket, or 50% with а 1/2 ticket or 


25% with a 1/4 ticket. Don't forget: either way, every 3rd 
ticket number wins guaranteed! Try your luck. 






Please fill in the number of tickets you want to order with 
this coupon 


WP 0o 05 Ct 
[pase | Toe | зе | S| 
анаа | Sce | зс» | 95m] 
аме [ш |7999 | юл] 


Valid only where legal! 
All prizes are for all 6 classes including air mail postage and 
winning list after each class. No additional charges! 








Defence: a larger slice of the cake. 


the legislature, calls for cash expenditure 
during 1983 of P54.5 billion, or 12% 
above the current 1982 budget estimate. 
While sectoral spending priorities have 
not changed much, the ratio of current to 
capital expenditure has shifted more in 
favour of current allocations. This follows 
suggestions made recently by analysts 
such as those at the World Bank (REVIEW, 
July 15), that more emphasis be laid on 
continuing projects and ensuring mainte- 
‘Nance requirements of existing facilities 
before committing new capital require- 
ments. 


he largest chunk of current spending is 
on salaries of government employees, 
which, according to Prime Minister Cesar 
Virata, amount to about P20 billion cur- 
rently. While many say government effi- 
ciency could be improved by boosting 
emoluments of officials, financial stric- 
tures now limit the prospect of a wage in- 
?огеаѕе, at least in the near future. 
Until the budget is officially passed by 
the Batasan, details of sectoral allocations 
remain confidential. Determining how 


much of a specific ministry's appropria- 


tion is for current and how much for capi- 
tal expenditure can be difficult. A further 
complication is the relatively uncoordi- 
nated mix of programme and ministerial 
allocations. This makes it extremely dif- 
ficult to determine what any sector's real 
-budget allocation may be until payments 
are disbursed. The system, instituted since 
martial law was declared in 1972, allows a 
lot more flexibility in assigning public 
-funds to projects — though it also makes 
possible the inefficient use of funds. 
Defence continues to top government 
priorities, absorbing Р8.8 billion of the 
"new budget (up 6% over the 1982 appro- 
priation), or 13.596 of the total. With the 
government still battling insurgents of the 
Moro National Liberation Front in Min- 


64 





danao and continuing operations against 
communist rebels of the New People's 
Army, defence spending remains a prime 
government concern. Other large ministe- 
rial allocations include education, culture 
and sports (at P5.4 billion, down 7%), the 
Ministry of Public Works and Highways 
(P4 billion, down 13%), the Ministry of 
Health (P2.6 billion, up 24?5) and the 
Ministry of Human Settlements, headed 
by President Ferdinand Marcos’ wife-Im- 
elda, receiving P2.5 billion, up 4.2%. 
However, the Human Settlements Minis- 
try is running the Kilusang Kabuhayan at 
Kaunlaran (KKK) programme, a low-cost 
loan system for financing small-scale pro- 
jects throughout the archipelago, which is 
asking for an increase in loanable funds to 
P2 billion (it was allotted P1 billion for 
1982). 

As a priority project, it can request 
more funds as the year progresses. And, 
to allow flexibility in granting this.type of 
priority cash (for new policies and other 
priorities) the government has set up what 


WHO GETS WHAT 


^ (Main expenditure items, P billion) 


Ministry of National Defence 
National priorities 
support fund 
National assistance to 
local governments 
Ministry of Éducation, 
Culture and Sports 
Ministry of Public Works 
and Highways 
Corporate equity 
investment fund 
Ministry of Health 
Ministry of Human 
Settlements 
Personnel benefit fund 
Ministry of Energy 
Office of the President 


Source: Draft budget 





























атоџпіз (QU, db T /.7 ONTO, UTC vou 
largest overall allocation, a .national 
priorities support fund. If Marcos were 
to increase, say, the KKK kitty at mid- 
year, he could do so from this fund. 


he ability to spend like this depends on 

how things turn out on the revenue side 
of the equation. Suggestions that the gov- 
ernment increase both the efficiency and 
scope of revenue collection have been 
coming from a variety of sources, most re- 
cently the World Bank. Manila is continu- 
ing tariff reform based on a structural ad- 
justment programme to the end of 1985, 
but for the immediate budget new tax 
measures can be expected by the year's 
end. Some likely. shifts will be. a move 
away from specific taxes on certain pro- 
ducts to an ad valorem system. The gov- 
ernment may also try to increase certain 
fees and charges on businesses. In the 
longer term, Virata says, the system of tax 
waivers — which accounted for P7 billion 
in lost revenue last year — would be re- 
structured from the current pre-produc- 
tion emphasis to granting waivers only 
once imported goods have been put to 
use. 

But Virata remains less than confident 
that the P44.3 billion cash revenue target 
can be met if the world economy refuses to 
pick up. Nonetheless, in that case it will 
have to be expenditures that suffer, not 
the deficit, he says. Government debt has 
become a sensitive issue domestically, as 
the Philippines maintains laws limiting the 
ratio of foreign-debt repayments to export 
values (though calculated differently from 
those of institutions such as the World 
Bank or the International Monetary 
Fund) to no more than 20%. As the gov- 
ernment hovers slightly below this mark, 
it has limited its foreign borrowings while 
trying to maximise domestic procure- 
ments. But as performance during 1982 so 
far has shown, estimates for this year may 
have to be revised, or expenditures will 
have to be sharply pared back during the 
next few months. 

The government's cash revenue during 
the first quarter of 1982 has held up rela- 
tively well considering the depressed 
economy — barely 1% below target: But 
disbursements have come in 10% above 
original budget estimates, which, coupled 
with controlled borrowing, left a deficit at 
end-June of P7.3 billion. The government 
has set a firm deficit limit at P 10 billion, 
which may be wishful thinking. 

Net borrowings to cover the deficit have 
reached only P5.5 billion so far which, 
owing to. foreign borrowing restrictions, 
has been covered 87% by new domestic 
debt. | 

One thing the government, and Virata 
in particular, would like to do is to reduce 
the amount of equity contributions the 
budget makes towards government- 
owned companies such as the’ National 
Power Corp. and the National Develop- 
ment Co. These аге, slated іп 1983 to 
amount to P7.3 billion, a sum analysts, in- 
cluding those of the World Bank, say 
should come from company profits rather 
than the private taxpayer's purse. 
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Üriental plant: uncertain future. 


holding, but the’ deal fell through, re- 
portedly because Chao had trouble raising 
the cash (a firm sign of trouble in the in- 
dustry). 

In the end, Gulf sold its 61 million 
shares to Private Investment Co. for Asia 
(Pica), the Singapore-based development 
finance and investment banking institu- 
tion. The transaction was regarded as 
slightly unusual because Pica generally 
does not take majority ownership in firms 
in which it invests. The sale price has not 
been announced; at par value the shares 
are worth NT$610 million. 

Gulf seems to have done rather well 
since it invested US$5 million in the PVC 
venture in 1968. The company, which cur- 
rently has an annual capacity of 70-80,000 
tons, has never lost money. Even in 1981, 
the worst year in the history of the indus- 
try in Taiwan, China Gulf made money, 
though pre-tax profits of NT$13 million on 
turnover of NT$2.9 billion were nothing 
to write home about. According to the an- 
nual report (the company listed its shares 
on the stock exchange in the early 1970s), 
in 1972-81 Gulf earned about US$10 mil- 
lion in cash dividends and a similar 
amount in stock dividends. 

In January, Gulf executives told secu- 
rities analysts in New York that the oil 
giant's policy was to focus resources on the 
US and withdraw from Europe and Asia. 
Analysts interpret this to mean pulling out 
of low-yielding petrochemical invest- 
ments and devoting more resources to 
petroleum — the company's core business 
— especially to huge capital investments 
in oil exploration. 

Gulf was never involved in PVC in the 
US and pulled out of a PVC venture in 
Canada in the 1970s. From the start, 
China Gulf acquired most of its techno- 
logy from Japan and West Germany. In- 
dustry soürces say technology in produc- 
ing PVC resin has changed dramatically in 
the past few years, and there is some 
doubt over whether the local firm can 
keep pace. Unlike many other petrochem- 
ical intermediates which are largely based 
on crude oil (and would seem to be more 
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the past, most recently three years ago, 








ed the poser ug twice 


and received approval to reduce its invest- 
ment. This time, with Taiwan feeling the 
full brunt of the world recession, Gulf was 
serious. One petrochemical company pre- 
sident commented: “US oil companies 
haven't demonstrated staying power 
through hard times." 

The case of Union Carbide's investment 
in OUCC was different from NDCC's and 
Gulf's ventures in one important way: the 
investment was a disaster from the begin- 
ning. According to press accounts, the fac- 
tory lost more than US$10 million from 
the time it opened in late 1979 to the be- 
ginning of 1982 and losses were mounting 
to US$1 million a month. The company is 
saddled with a huge debt — construction 
of the ethylene glycol plant cost more than 
US$70 million — and high interest rates 
are sapping the firm's strength. As of 1980 
the debt-to-equity ratio was 2.7:1 versus 
an industry norm of 2:1 and 1:1 for Ameri- 
can-invested ventures such as USI and 
China Gulf. 

Union Carbide reportedly began scour- 
ing world capital markets for potential 
buyers as early as 1980. Last year Nan Ya, 
the flagship member of the Formosa Plas- 
tics group, announced that it would take 
over Union Carbide's stake, but dropped 
Out before a contract was signed. The two 
companies could not come to terms over 
valuation of assets. The final straw came 
when the government ended its protection 
of intermediates producers in October by 


BUDGETS 


More of the same 


Strapped for cash, Manila keeps the economy ticking over 
in the hope that a global upturn will prime the pumps 


By Guy Sacerdoti 
Manila: The Philippine draft budget for 
1983, presented to the Batasang Pam- 
bansa (parliament) on July 27, is an aus- 
tere document. It does not provide much 
hope for Filipinos that their government 
will be able to help prod the currently dis- 
mal economy back to life. Based on expec- 
tations of a gradual upturn in the world 
economy, it implies that resources are 
stretched so thin that Manila can only wait 
for things to pick up by themselves. 

At P65 billion (US$7.74 billion), the 


CASH IN, CASH OUT 


1981 | 1 f 
roan) _ |e Ea [Nero 


Budget commitments 

Cash revenues 

Cash expenditures of 
national government 


0 | 2.5 ў 
Sources: World Bank, Prime Minister and Review. 




































Finally, in Tanusry the Kuominta 
funded Central Investment Holdings 
bought Union Carbide's stake for US$7.2 
million, resulting іп a US$2.3 million loss 
for the American firm. In view of OUC 
mountain of debt, industry analysts recke 
Union Carbide got a bargain. 

Observers are wondering who will b 
the next foreign investor to defect 
Taiwan’s faltering petrochemical indu: 
try. There was a fourth American firm — 
В. Е. Goodrich — which sold its 11% — 
share in a synthetic rubber company last. Жү 
year to Pica. э 

The loyal few appear to be in a better 
position than the departed. None is as n 
liant on ethylene as a basic feedstock. 
Hercules Inc. of the US has a 40% stake in н" 
Taiwan Polypropylene. The feedstock, — 
propylene, is in short supply in the US and 3 
its prices are firmer than those Of — 
ethylene. Amoco Chemicals Corp. owns | 
50% of a manufacturer of purified | 1 
terephthalic acid (PTA) which is based on — 
aromatics. ICI and Uniroyal produce a E 
ciality chemicals. = 












































іт) the pullouts are not Mie 
impair the industry directly. Of more con- — — 
cern to the government is the fear that de- _ 
partures will leave scars on Taiwan’ s re 


new budget has been reduced in real terms. 
for the second year running. The reaso 
for this centres on the real need to control 


keted to more than P12 billion, or son 
4% of gross national product. And wi 
increased limitations on borrowing to 
nance the deficit — both by self-impose 
foreign-debt ceilings and domestic finan- 
cial constraints — the government is hav- 
ing to rely more on domestic revenues to 
foot the bill. The problem is that with 
commodity prices re- 
maining in the dol- . 
drums, traditional ex- _ 
ports are down and _ 
earnings lower. De- _ 
spite new revenue and _ 
tax-reform measures, i 
the government's in- — 
come has simply been — 
unable to finance  -— 
budget growth. 2 
The budget, which 
has yet to be ratified by — 


| n woles over the withdrawal òf three American 
mp anies from the troubled petrochemical industry 


hemical industry, 

ssion since mid-1980, 

jolt when National Dis- 

cal Corp. (NDCC), one 

y's oldest and largest foreign 
innounced it was selling its 43% 
SI Far East Corp. USI is 
ily. producer of high-density 
HDPE) and its largest 
w-density polyethylene 


which still awaits local 
rnment. approval, would make 
ird. American company to 

o major eR ventures 


1n investors, NDCC and Gulf, had 
with the ‘outlook for Taiwan's 
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view. The index is. available on a 
апелу ‘basis. Subscribe now. and _ 
quarterly index will be sent to you 
omatically as soon as: it becomes 
ilable. A vital research tool, the 
eview index will save hours of need- 
searching for information. ORDER 
RS TODAY! -Only HK$115 
$20): for 4 quarterly issues. Just 
omplete the coupon below and send 
th your payment. 
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ailing petrochemical industry than with 
the shifting corporate strategies of the two 
multinationals. 

Some observers, however, view this 
explanation as.an excuse to beat a retreat 
from’ an industry that has, at best, an un- 
certain future in Taiwan. The going is-ex- 
pected to be particularly tough; and thus 
returns lower, for manufacturers of inter- 
mediates derived from ethylene — as was 
the case in all three of the American joint 
ventures. Noone sees the pullouts as votes 
of no confidence in the island's future, but 
the actions have further clouded the fu- 
ture of what more and more economists 


-are calling a sunset industry in Taiwan. 


NDCC's announcement took many in- 
dustry observers by surprise, though USI 





ly | 
pears that NDCC had alrend. made 
cision to unload its investment 
Like many local- 0 
petrochemical firms 
over government ро 
dustry last year and с 
sion dispatched an ex 
United ‘States to e 
local government o 
vers say government 
the industry last year — 


DCC was upset 
ies towards the. in- 


ducers to lose millions of d 

As if a recession and СР! 
were not enough, USI was also hit 
of the worst labour disputes in” 


ials said rumours were rampant since | s 


nid-1981 of the American parent look 


{ога buyer. UST posted a loss of NT$287 | s ge 


million (US$7.36 million) last year on 
sales of NT$4.5 billion, its first year in the 
red since 1969. But the company is well 
back on tlie profit track this year: pre-tax 
profits in the first quarter were NT$87 mil- 
lion. And company officials said second- 
quarter earnings — still unannounced — 
were at least as strong. 

The buyer of МОСС 43% stake is 
Hsing Lee Enterprise Ltd, an Overseas 
Chinese concern based in Hongko tha 
reportedly has extensive property in 
ments but no experience in petrochemi- 
cals. Although USI is listed on the Taiwan 
Stock Exchange, NDCC's 74.5 million 
shares will be transferred privately 


offshore if the deal is approved by the - 
| Economics Ministry. Taiwan's investment 


statutes do not provide for repatriation of 
capital gains, but some industry sources 
think NDCC could get around the rules, if 
there are indeed capital gains, by making 
the transaction offshore. The sale price 
has yet to be made public. 

NDCC gave USI two reasons for its de- 
cision: a corporate strategy of pulling out 
of foreign investments and the poor global 
outiook for polyethylene. "It seems the 
top management in New York has a new 
policy of not being interested in foreign in- 
vestments," said USI president Thomas 
Hsi, with perhaps a touch of sarcasm. 
There is some speculation that NDCC will 
give greater emphasis to more lucrative 
operations in distilling alcohol апа аі- 
coholic beverages. 

Four years ago NDCC sold USI 
Europe,, a huge LDPE venture in 


Antwerp, Belgium, to Exxon and the firm | | 


is said to be unhappy with a polyethylene 
investment in Brazil. USI Far East’s 1981 
annual report said the company was hard 
hit from mid-year by imports of low- 
priced LDPE’ i 








in from Qatar. The 


times in excess of the ias 
annual report shows that е 
paid atotal'of NT$41.2 millio 


‘of the past two yi 


ment were good: Accordi 

ket analysts, since investing U 

the petrochemical venture in.1965, NDCC 
has repatriated some US$50 million in di- 
vidends. (before tax). Its 74.5 million 


“shares are worth three times the original 


paid-in capital if sold at par value of 
NT$10 per share. NDCC had 100% own- 
ership of USI until 1972 when the com- 
pany went public and NDCC's stake was 
diluted to 50%. In 1980, USI Far Bet 
merged with United Polymers. Corp., 
HDPE manufacturer, and its stake was ie 
duced to 43% (50% is held by local in- 
vestors and 7% by Solvay of Belgium and 
Owen Illinois). 

Like NDCC, Gulf began searching last 
yearfora buyer for its 60% stake it 
Gulf. At one point it was announce 
petrochemicals tycoon T. T. Chao, chair- 
man of and a major shareholder in China 


Gulf and a host of other eee cabe 


` ETHYLENE’ S WANE 


Production in Taiwan (tons) 





forefathers — such as dabbling in shares 
(at one remove). Bizarre though it 
sounds, this is a measure of the penetra- 
tion achieved by Malaysia's. national 
equity corporation, Permodalan Na- 
. Sional Bhd (PNB), in marketing its unit 
, trust for indigenous peoples throughout 
the length and breadth of the country. 
For these longhouse inhabitants of 
East Malaysia just as much as for kam- 
pung dwellers in the peninsula, the ad- 
vantages of investing in the national unit 
trust scheme Sekim Amanah Saham Na- 
sional are obviou: the value of their 
investment can go up, but not down, and 
their “diy 


and Malaysia 
on behalf of bum 
tributing these s 











— that run by Mara — had attracted only 
around 40,000 holders out of some 4.5 
million bumiputras officially estimated 
to be eligible for such schemes. "The 
unit trust concept was not understood by 
bumiputras," says Khalid. “Ups and 
downs were seen as bad. If the market 
fell they would blame the government." 

PNB considered creating some sort of 
fixed-term investment for bumiputras 
but this ran up against objections from 
Islamic factions on the ground that riba, 
or interest, is proscribed. They called in 
the British unit-trust group, Save & 
Prosper, to advise but S & P apparently 
gave the time-honoured advice that what 
goes up must sometimes come down. So. 
PNB decided to go it alone and create a 
special kind of trust. whose units are 
guaranteed not to fall below the par 
value of M$1 before 1990 (though they 
can rise in value) and on which a mini- 
mum dividend is paid. 

As an extra sweetener, PNB created 
an "initial investment concept" for 
Amanah Saham whereby an investor 
who.cannot afford the minimum initial 


investment of M$100 need put down 


only M$10 and receive a credit of M$90 
in the form of units which he cannot re- 
deem until 1990 (otherwise units can be 
redeemed at any time with dividends: 


_pro-rated), though he can repay the cre- 


dit through dividends received during 
this period. Not surprisingly, bumipu- 
tras like the scheme and some 930,000 
have joined since it was launched just 
over a year ago. By the end of last year, 


total investment in it was around M$300 | 


million in some 375 million units (the dif- 
ference representing the credit element 
in initial holdings). Shroff understands 
that nearer 540 million units have now 
been issued. 

PNB is all set to sell another roughly 
500 million units through the 1,046 
“agents” (anything from local post of- 
fices to village penghulus, or headmen) 
as around M$1 billion of underlying as- 
sets bave been attributed so far to the 
trust, at cost. Because most of those 
were transferred on a yield of well over 
10% the managers feel safe in guárantee-. 
ing this minimum payout and in creating 
additional bonus units on the same basis. 
Last year a bonus of 10% of the fund 
(some M$34 million) was declared. 
When the underlying assets (acquired at 
cost) are revalued at market levels in 
1990, as the government intends, unit 


holders will receive a big bonus on their 


initial and bonus units, according to 
Khalid. 


€ BUT how long can the fun really last? | 
| By no means all of PNB's assets were ac. 


е | quired at discounts to market or book. 





value — Shroff understands. it. 

around. M$450 million worth or so 

15% of the total. For instance, P^ B 

generally reckoned to have paid a f 

price for Guthrie as well as for its sta 

(which could end up at 51-7095) of 

гіѕопѕ Malaysian Estates. Pla 

stocks are yielding nothing like 10° 

current market values (more like 4- 

and yields are likely to fall dramatic. 
The. moré popular the scheme 

comes, the harder the fund's manage 

are going to have to hunt for un 

valued and high-yielding assets tc 

up the minimum value and min 

yield guarantee. Khalid hints at 

some 2.5 billion unit ha 

the M$3.1 billion value (п 

of PNB's portfolio as at De 

1981. Not all that portfolio yields 

thing like 10% and it would be ironic 

deed if non-Malaysian interests : 

say, Page Airways (part of Guthr 

to be injected into the unit trust 

to maintain yields, — ^ ^. 
Beyond these technical problem: 

guaranteeing a no-downside situatio 

there is the bigger question of wheth 

will. really convince bumiputras of 

merits of share ership. E 

| d h 


underlyi et 


ble, to say the least 
then plung e 


bumiputra trust is, after all 

like a (government-subsidis 

all but пате. Maybe the kam 

ers are more sophisticated than the g 
ernment -gives them credit for. Shi 
understands that some have take 
vantage of cheap bank-loan rate 
bumiputras to arbitrage ón intere 
through the unit trust. — 

The problem is that Malaysia is t 
to get its indigenous races to iz 
quantum leap from their feudal: 
ence for holdings in land and cattle 


petty 


Pernas, is creating. But Malay politi 


cians are in a hurry to meet an arbi 
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China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 








ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine 


In Singapore, The Shangri-la In Seoul, The Westin Chosun 


First Class Worldwide 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 





RO812CTR4M 


WESTIN HOTELS 


Asia 


City 





Annual subscription rates I 
НК$1,295 M/S$490 US$225 £125 А$215 ч 
L] 


The American Express Card. Sent airmail anywhere in the world 
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Te::asgulf grows to keep up 
with growing needs. 


Recently, Brown & Root was called to 
help Texasgulf Chemicals Company expand 
its fertilizer producing facilities near 
Aurora, North Carolina. Brownbuilders 
constructed the original plant in the mid- 
1960's as well as providing the engineering 
for the concentrator and calciner sections. 
They were also involved in the two pre- 
vious expansions of this fertilizer complex. 

Texasgulf's most recent expansion was 
highlighted by the construction of the 
world's largest single train sulphuric acid 
plant. The new facility, capable of produc- 
ing 3,100 tons of sulphuric acid per day, is 
part of the expansion that raises Texasgulf's 
phosphorous pentoxide (P205) produc- 
tion capabilities to over one million tons 
per year. 

Brown & Root also erected a new super- 
phosphoric acid plant, as well as a diam- 





monium phosphate plant and many other 
projects termed off-site work. 

The new Texasgulf expansion, adminis- 
tered by Texasgulf's construction manage- 
ment team, called for the coordination of 61 
subcontractors with 130 different contracts. 
Some 20,000 cubic yards of concrete were 
poured and 517 miles of various wires and 
cable installed. Brown & Root's Minerals 
Industries and Heavy Construction Group 
workforce peaked at 900 employees. 

And once again, Brown & Root finished 
on time and on budget. 


ра" „емесе 


Brown J Root.Inc. 
And Associated Companies 


A Halliburton Company 
PO Box 3. Houston. Texas 77001 
An Equal Opportumty Employer 


B Eu ЕРУУ 
со и! à J HE xe ri { Ww NE 


Scaling ‘Th 


i 
e Rock 


_ A property magnate tries to buy his way into a 


olicymaking 


at Singapore's Oversea-Chinese Banking Corp. 


Frieda Koh 
ngapore: Local property magnate 
оо Teck Риа! has raised his stake in the 
rsea-Chinese Banking Corp. (OCBC) 
the second time in three months in a 
tematic attempt to acquire a voice in 
running of the bank, in which he has 
d a stake since the 1930s (but has been 
nied a much-desired directorship). 
| А spokesman for Khoo said since April 
the businessman has bought two large 
cks of OCBC shares — the latest pur- 
in late July — which raised his stake 
8.5 million shares to 20 million 
s or 4.86%. Khoo and his nominee 
ests now represent the second 
st shareholding in OCBC be- 
the Lee rubber family, which is 
ir the dominant shareholder, 
g about 30% of the bank's 
у. More significantly, Khoo 
well increase his stake in 
2 to at least 10% in a strategy 
ned ultimately to change the 
s policies, which he feels to be 
conservative, informed sources 
to Khoo said. 
khoo's disagreement with the 
ook of the bank, nicknamed 
Rock" because it is so un- 
hging, appears to be backed by 
er significant shareholders. In 
April purchase by Khoo, a 
or seller was Lee Boon Leong of 
he Thye Hong biscuit manufactur- 
family, which at the end of the 
owned some 3% of OCBC's 
hares. The latest purchase was 
ade largely through Lin Sec- 
ities, whose senior partner is the 
of another OCBC director, Lin 
Yan, who was rumoured in the 
Чо have had disagreements with 
an Tan Chin Tuan over bank: 
es. 
е main point of contention among 
me shareholders is that OCBC is grow- 
too slowly. From its position as the top 
k in Singapore in the early 1970s, it has 
:n to third. However, it is highly rated 
e stockmarket here. Its price-earnings 
tio of 27 (at around S$8) is the highest 
r any bank and its popularity seems not 
have waned as a result of its slower 
wth in the past few years. Its stockmar- 
success is due to the widespread belief 
it is a safe and stable bank with vast 
"tracts of very valuable land acquired at 
pre-World War II prices. 
С Tan and his associates hold slightly 
more than 2% of OCBC shares, while as- 
-sociates of OCBC such as Fraser and 
Neave have about 10%, the Hongkong 
"and Shanghai Banking Corp. around 3%, 
the Port of Singapore Authority 2% and 
Wing On just under 2%. 


The question is whether Khoo will man- 
age to buy up 10% of OCBC — and what 
he intends to do with it. The last purchase 
was transacted at an average of S$8.50 per 
OCBC share, ог 5827.2 million for 3.2 
million shares. In April, Khoo paid $$39.8 
million for 3.5 million shares or S$11.50 
each on a scrip issue-adjusted basis. Im- 
mediately following the April purchase, 
Khoo's total holdings increased to 16.8 
million shares after the bank declared a 
two-for-five bonus issue. 

The prices Khoo paid were generally 
felt by stockbrokers to be fair in view of 


the bank's long-term assets. Other pros- 
pective sales, according to Khoo's spokes- 
man, are likely to be on the open market 
rather than arranged deals between Khoo 
and individual shareholders. 
Kus: unhappy relationship with Tan, 
with whom he is said to be not on 
speaking terms, dates back to the 1950s 
when he failed to secure a top position or 
directorship in the bank. His spokesman 
said Khoo's family had always been one of 
the top five shareholders in OCBC. Khoo 
left the bank when he was assistant gen- 
eral manager in 1959, after 20 years, to set 
up Malayan Banking in Kuala Lumpur the 
following year. 

Tan is said to make OCBC’s policies al- 
most single-handedly, despite the fact that 
control rests with the Lee rubber family. It 
is said that Lee Kong Chien, the father of 


| the present Lee director on the OCB 
Woke Lee Send Wee. sad fare hi 


death that he wished Tan to be invested 
with the chairmanship. ў 

By increasing his stake, however, Khoo 
can make it difficult for OCBC to exclude 
him from policy decisions. The Com- 
panies Act states that past the age of 70, a 
director must be annually re-elected by no 
less than 75% of the shareholders’ votes. 
Tan is nearing 75, but according to Lee 
Seng Wee he has not indicated that he in- 
tends to retire. 

Khoo, with the targeted 10% of OCBC 
shares (and perhaps with less), may be 
able, together with other minority 
shareholders, to prevent Tan's re-election 
at the next annual general meeting in mid- 
1983. But whether he will do so depends 
not only on his ability to mobilise votes but 


‘also on whether the other camp will hold 


out an olive branch. Asked whether Khoo 

still wanted to become a director, his 

spokesman said: “That is not necessary." 

Lee Seng Wee said there had been no ap- 
approach for a directorship from 
Khoo, at least not recently, but 
would not comment on whether his 
family would object to Khoo joining 
the board. Khoo's family said there 
was “no quarrel” between Khoo 
and the Lees. 

If Khoo does achieve his objec- 
tive of a significant “opposition” 
stake, he and other shareholders in 
favour of more agressive banking 
policies could change the course of 
OCBC. It is unlikely, however, that 
Khoo could become chairman, The 
probable successor to that post is 
present vice-chairman Yong Pung 
How, who has been seconded to the 
Monetary Authority of Singapore, 
the country’s de facto central bank, 
following a reorganisation there last 
year, but is due to return to the 
OCBC next year. 

Khoo was a key banking figure in 
Malaysia in the 1960s after he set up 
Malayan Banking, now the coun- 
try’s second-largest local bank. 
Malayan Banking took a turbulent 
road. In late 1966, there was a run 
on the bank after a delay in closing 
the annual accounts for the finan- 

cial year. 

[һе government stepped in to assure 
depositors that it would make available 
sufficient funds to meet deposit liabilities 
and helped stem the run. The board sub- 
sequently admitted there had been con- 
cern among directors that certain loans to 
clients were insufficiently secured and 
took remedial action. Coincidentally, 
Yong was one of two men appointed to the 
board to look into its айан. Кһоо ге- 
mained a director until 1976 when һе 
failed to be re-elected. 

Despite past problems, Khoo appears 
eager to raise his stake in banking both 
here and in Malaysia, where he is cur- 
rently also actively buying Malayan Bank- 
ing shares. Informed sources say Khoo 
feels more secure with relatively liquid 
banking shares than he does with fixed as- 
sets. ; : 
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[norm BEFORE TAXATION , 
d PROFIT AFTER TAXATION 
f EARNINGS PER SHARE — 
|! DIVIDEND. 


: г In Ji Statement | с | airman Lord Inchcape sa says : 
| ‘With the majority с BS _ 
our operations in dynamic | 
| areas of the world, there is — 
M potential for real а gov 

| in the future. . 


> Copies of the annual report and accounts are avail 
the Secretary, ү анар PLC, 40 St Mary Axe, London 





Service from the heart 
-apart of our tradition 





This composition in batik, a beautiful traditional 
art-form, a scene from Indonesia’s rich and 
dramatic folklore. It shows the simple generosity which is 
so much a part of the Indonesian tradition. In Indonesia 
such warmth comes easily. It comes straight from the heart 
— which is what makes it unique. 

"Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 


you more comfortable. 





for Pacific Jakarta 
The hotel with heart QR 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. T. 2323707. ` я 
Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM £ Golden Tulip Worldwide Hotel. 


For reservations Contact: апу Pan Pacific Hotel office or telephone: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydncy 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels arc Hawaiian. Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Royal Beach and Sonargaon. 
Operated by Tokyu Hotels Internarional. 
McCANN HSP/0086/82 
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The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out rescarch into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 

/olong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 

But WWF needs money — your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Renew 
prepared as a public service by Ogilvy € Mather 





Advertisement 


For instance, 
banks need it all over town. 


People are demanding more and better service from their 

banks. And they are getting it, around the clock all over 

town. They can deposit, withdraw or borrow money, or 

transfer it between accounts where they work, shop or go н 
to school. Soon the service will follow them wherever they Ж = 
travel across the country and around the world. Through = 
NCR Self-service Bank Terminals. | 


The terminals deliver the service. Behind it, NCR provides 
Switching systems that directlarge volumes of transactions to 
the right banks and back to the right terminals. And beyond that, 
other NCR systems keep the banks running by processing trans- 
actions and sending current information wherever it is needed. 


N 


Asthese systems expand and grow into a national Electronic 
Funds Transfer System, people will be harnessing NCR's 
transaction processing power everyday, wherever they please. 


You, too, can use the same NCR power to solve problems in your 
business. NCR offers the same hardware and specialised software 
for many industries and the broadest 

selection of terminals that capture 

information as transactions occur. N C | R А 
And it all backed by m. - r^ 
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NCR puts 
computer power 
where you need it. 


Your business will benefit 
with NCR Computer Power 
in your hands, too. 


Hetall/Commerce/Finance - 
—" Healthcare/Education 
Industry/Government 





Б quite quickly. Some Malaysian planters 
_ are expecting to see prices in the 350-400 
_ cents range within a year of the US econ- 
omy picking up. This could bring Inro 
_ Stocks onto the market fairly rapidly once 
| economic activity in the US and Europe — 
| big markets for Malaysian rubber — starts 
` to recover. Rubber exporters’ own sub- 
| stantial stocks are likely to delay benefits 
_ to the producer, according to planters. If 
Тап upturn in economic activity is preceded 
_ bya fall in US interest rates and a weaken- 
_ ing of the US dollar, Malaysian producers’ 
local-currency receipts are likely to suffer 
loo. Yet another potential bear factor is 
| the recent fall in the price of petroleum- 
d naphtha — a key ingredient in de- 
ining the competitiveness of synthetic 


























à (gie which is now between a quar- 
ter and a fifth of what it was five years ago 
(when much crop investment was made), 

plantation companies face a very painful 

ash squeeze this year and possibly 
throughout next year too. “Companies 
will halve their dividends," according to 
one analyst. 


gkong: The government found itself 
- battered last week at a press conference 
- where it announced a "novel" joint ven- 
| ture with a China-led consortium to deve- 
lop fish ponds into a satellite town for 
,000 people..The fish ponds at Tin- 
uiwai in the remote northwest New Ter- 
 ritories — closer to the Guangdong Spe- 
€ial Economic Zone of Shenzhen than to 
urban Kowloon— cover an area of 488 ha. 
The development, however, will cover 
- only 170 ha., with the rest forming a gov- 
ernment land bank. 
—— Tinshuiwai, until the signing of - 
ment on July 29, belonged to Mighty 
бу. 51% of which is held by China Re- 
sources, Peking's trading corporation in 
gkong. Mighty City's other partners 
local property firms Trafalgar Housing 
ith 25%), Cheung Kong (12.5%), 
lock Marden (5%) and small 
shareholders. 
___ It was an unprecedentedly lively press 
conference because the announcement 
followed months of speculation over the 
- Tinshuiwai development, which Mighty 
— City had wanted to turn into a new town 
for more than 500,000 people. News 
leaked to the press about two months ago 
that the government had refused Mighty 
_ City permission to develop its massive 
new town, similar in size to the govern- 
ment's New Territories pride, Shatin. 
Also leaked was: the government's 
counter-proposal to buy the land from the 
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' The current average yield on plantation 
stocks of around 5% on the Kuala Lumpur 
Stock Exchange is thus likely to fall sharp- 
ly, though precisely how far depends on 
whether investors further offload planta- 
tion stocks as stockbrokers Lyall and 
Evatt in Singapore recommend. The im- 
pact of this is likely to be greater on the 
Kuala Lumpur market than the Singapore 
Stock Exchange because the still relatively 
strong performance of local banking and 
(until recently) property stocks has tended 
to insulate the Singapore market, even 
though Malaysian stocks account for 
around half of its total capitalisation. 


H istorically, Malaysian plantation com- 
panies have paid out a very high prop- 
ortion of their profits as dividends (most 
of it to shareholders overseas). Ironically, 
now that the sector leaders have been 
brought back under Malaysian control, 
they could face renewed pressure for high 
payouts from Permodalan Nasional which 
has obligations to maintain a miriimum 
yield on its recently-launched bumiputra 
investment trust (Shroff, page 61). 
Several of the sector leaders are 


A Mighty nice gesture 


longkong pays billions to acquire a 
na-backed consortium in a politically loaded deal 


y land bank from 


Akers-Jones: obligation. 

consortium. It was this unprecedented 
purchase plan which stirred suspicion that 
the government was bailing Mighty City 
out from its vastly expensive and unsuc- 
cessful speculative investment. Under the 
agreement, the government will take pos- 
session of 448 ha. at a net cost of HK$1.5 
billion (US$254 million). Mighty City will 
be allowed to build flats for 67,500 people 
on the remaining 40 ha. 

The government insists that the joint 
venture is "essentially a development de- 
cision" of both parties. However, the 


_- 


nevertheless in a cash-rich and virtually 
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unborrowed position. Obvious examples 
are Consolidated Plantations and Harri- 
sons Malaysian Plantations Bhd, the com- 
pany set up to absorb HME interests on 
behalf of Malaysia. This may tide them 
through the slump without recourse to 
calls on shareholders, though others, such 
as Kulim, may have recourse to rights is- 
sues, analysts suggest. 

Beyond recession, the outlook for re- 
cently-Malaysianised plantation com- 
panies such as HME and Guthrie Corp. is 
promising. Both companies say they have 
hopes of enhanced access to new planta- 
tion acreages now that they are under 
local control and a Guthrie executive 
hinted to the REVIEW at much closer col- 
laboration and rationalisation of interests 
between the two companies in future. This 
should help cut costs in the longer term. 
Sime Darby, also under Malaysian con- 
trol, is meanwhile moving increasingly 
downstream into rubber-related activities 
like tyre-making and motor distribution as 
well as palm-oil processing, which is diver- 
sifying its profit base away from pure com- 
modities. 





modified Tinshuiwai plan is predicated on 
the net cost to the government of nearly 
HK$1.5 billion for the waterlogged land, 
plus an estimated HK$1.6 billion for fill- 
ing it up. This immense drain on general 
revenue lends weight to the argument that 
the government's decision to purchase the 
land stemmed more from political than 
economic reasons. 

In a private conversation with the 
REVIEW, a top government official was 
asked whether the decision to buy Tin- 
shuiwai would have been taken had China 
Resources not been the major sharehold- 
er of Mighty City. The official replied: 
“We wouldn't have been interested if [a 
private Hongkong executive] owned the 
land." 

With British-Hongkong-China  rela- 
tions very much in the balance over the 
1997 lease issue, it makes political sense 
for an administration caught in the middle 
of a sensitive problem of confidence to 
treat Chinese representatives here gently. 
However, the purchase plan was ap- 
proved during the era of former governor 
Lord MacLehose and not, as the REVIEW 
had said, by new Governor Sir Edward 
Youde. 

For the government to have simply told 
Mighty City that it could only approve a 
drastically scaled-down proposal for Tin- 
shuiwai would have forced an equally sim- 
ple yes or no. Either way, Mighty City 
would have had to suffer a huge loss as a 
result of expenditure — which govern- 
ment officials at the press conference said 
was already in excess of HK$1.4 billion — 
incurred so far (HK$987 million for the 
land and the rest for finance charges and 
development expenses). 

China Resources would have had to ex- 
plain to its bosses in Peking why it had to 
write off at least HK$714 million (its 
share) in a speculative venture. Already, 
the head of China Resources here has 
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India iid Pakistan, the two. 
customers for Malaysia's palm oil, 
both deferred contracts in the past ' 
ths’ in response to their own 

: exchange constraints. As a result 


; oils, “palm- -oil prices base nid a 
iding in the past couple of months," 
cómpany eXecutive pointed'out. 
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n of events for Malaysi 


e diversity of their plantation crops 
ld buffer them against a selective fall 
Ymodity prices; but the breadth and 
of the international recession has 
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lly-the entire range of its soft and 
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me time. As a result, corporate di- 
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ment spending in the course of the 
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million (US$7.1 million) in 1980-81 to just 


| £600,000 in 1981-82. Cocoa profits, too, at 


| just over £1 million in the latest year, were 
little more than a third of their level in the 
“previous year: But profits from palm oil 


and kernels were well up on the previous. 


year at £12.8 million (against £10 million) 
as these were struck before the palm-oil 
price slide began. The results for the first 
half of the current year are likely to look 
very differerit. 

The palm-oil price slide could wreak 
havoc on profits which were already se- 
verely depressed for the plantation sector 
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owners sought to take advantage of t 
buoyant prices up to May this year. Plant- 
ers have installed refining capacity be- 
yond what they are licensed to have, ac- 
cording to sources in Singapore, and this 
has Mah create a toe oi | 
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likely) sharp recovery in the price in the 
near future. The only glimmer of hope is 
in the Soviet Union, which is the third- 
biggest consumer of palm oil after India 
and Pakistan. Reported failure of the 
sunflower-seed crop —- the next biggest 
source of.edible oils after soyabean — in 
the Soviet Union could push Moscow onto 
world markets, though any benefit that 
brings to the palm-oil price is likely to be 
eroded eventually by competition from 
soyabeans. 


o one is attempting to hide the fact that 
the outlook is grim. "There are some 
nasties coming up," one senior plantation- 
company executive admitted to the 


REVIEW. This is inevitable. Palm oil rep- | 


resents anything between a half and two- 
thirds of volume output for leading com- 
panies such as HME, Consolidated Plan- 
tations, Dunlop Estates, Guthrie Ropel, 
Highlands and Lowlands and Kuala Lum- 
pur Kepong. For other 

Plantations | 





REVAEWCHART by Hank Тат 
sign yet of spreading to soft commodities. 
There seems to be general agreement 
among planters that rubber prices cannot 
slip much further without it becoming un- 
économic to produce. *We are just about 
at break-even level now," said one. „А 
complicating factor is that scope for cost- 
cutting is limited by the general shortage 


of plantation labour in Malaysia and E 


planters’ reluctance to part with worker 
even in bad times such as now, | 

The outlook for the rubber pi 
clouded by the fact that there are substa 
tial stocks currently in the hands of the In- 
ternational Natural Rubber Organisation - 
(Inro), which it is bound by its statutes to 
dispose of once prices firm above a certain 
level, Against.the current price of around: 
200 M cents (86 US cents) for RSS 1 rub- 
ber, the buffer stock manager may sell. 
once it reaches around 240 M cents and - 
must sell at the 250 mark. The price has 
some way to go yet before it reaches those 
levels but past experience has shown th; EO 
once it does move up it is НК 





12.2% down. Passenger-car sales fell by 
2.1% and imports of other consumer dur- 
ables — TV sets, radios and motorcycles 
— were all lower. 

With domestic demand growth slowing 
down and overseas demand dropping, 
output has inevitably slackened. Produc- 
tion of manufactured goods over January- 
March was 1.8% down on the same period 
last year, according to Bank Negara's in- 
dustrial production index, with serious 
setbacks both in industries supplying the 
local market — food and drink, chemical 
and rubber products and transport equip- 
ment — and export industries such as elec- 
tronics and textiles. 

The agricultural output index was mar- 
ginally higher in the first three months, 
though the overall 1.4% rise disguised 
falls in rubber, timber and copra produc- 
tion. Mining sector output was up by a sig- 
nificant 9.2%, though principally because 
of an upsurge in crude oil flows from 
267,000 barrels a day (b/d) in the first 
quarter of 1981 to 301,600 b/d over the 
same period this year. Output in March 
set a record of 317,300 b/d, the biggest 
monthly average since oil production 
began in Malaysia. Petronas managing di- 
rector Rastam Hadi told the REVIEW in a 
recent interview that production for the 
year as a whole should work out at 290- 
300,000 b/d, reversing the downward 
trend of the previous 18 months. 

The outlook for production and 
economic activity as a whole is less clear, 


government's rising concern. Perhaps 
most unmistakable (and a move that goes 
most against the grain of Singapore's trad- 
ition as a free and open port and a free and 
open economy) was the quietly executed 
effort last week to curtail Singaporean in- 
vestment in foreign property. Knowledge- 
able sources told the REVIEW that Singa- 
pore's newspapers — the New Nation and 
The Straits Times in English and Nanyang 
Siang Pau and Sin Chew Jit Poh in Chinese 
— were ordered by the Culture Ministry 
to cease accepting advertisements offering 
overseas property for sale. Further, 
sources close to The Straits Times say, a 
prohibition was then placed on news 
stories describing the government move. 
Commercial sources confirm these events. 


part from a probably justifiable con- 
cern over capital flight, such measures 
are evidence principally of a new case of 
nerves among the technocrats. There is, 
however, a certain irony in the govern- 
ment's action. Its own newly formed long- 
term investment arm, the Government of 
Singapore Investment Corp. (GSIC), has 
expressed no interest whatever in placing 
any of its estimated US$8 billion in 
surpluses in Singapore — or anywhere 
else in Southeast Asia. GSIC is looking to 
the United States, Australia, Japan and 
arts of Western Europe as havens for its 
investments. 
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Razaleigh: gloomy forecast. 


however. A cross-section sample of 10 
major sectors in the economy indicated a 
drop of 1.7% in gross revenue over the 
first six months of 1982, Bank Negara re- 
ported, while manufacturers were said to 
be “cautiously optimistic” about prospects 
for April-June. Plant and machinery im- 
ports in the first quarter were almost a 
third up on last year, pointing to a planned 
increase in production, but at the same 
time purchases from overseas of raw ma- 
terials for industry were slightly down. 


One question is whether the Culture 
Ministry measure reflected concern over 
fraudulent, misleading property adver- 
tisements, which have occurred in Singa- 
pore in the past, or concern over the 
movement of potentially productive Sin- 
gapore dollars. Another sign of govern- 
ment concern over declining export growth 
is its reported decision to study exchange- 
rate policy in the context of exports. 

Stimulus has been very much in the air 
here in more substantial forms recently, 
with businessmen's gloom growing over 
levels of consumer spending. The decision 
several weeks ago to advance the schedule 
of the S$5 billion (US$2.4 billion) Mass 
Rapid Transit (MRT) system is without 
question an effort to stimulate the 
economic mix and hardly reflects any as- 
sessment that the need for the MRT is 
more pressing than was originally 
thought. Indeed, planners indicate they 
will be hard pressed to complete necessary 
design and implementation studies in time 
for the new deadline early next year unless 
turnkey contracts are agreed — and this 
has been more or less ruled out. 

One group obviously poised to take ad- 
vantage of the MRT project — and a 
group the government has publicly prom- 
ised an opportunity to do so — is the con- 
struction sector, which, ironically, has 
been the overheated engine of the domes- 
tic economy over the past year. Last year 
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Commodity prices generally have con- — 
tinued to fall since the first quarter, espe- _ 
cially tin — now stuck at the International — 
Tin Council floor price — and palo ei 
which has seen a drop of roughly a thi in 
the intervening period. A wider trade М 
ficit for April-June seems likely, while a E 
further downturn in government spending | 
seems set to dampen total, domestic de- 
mand. Finance Minister Tunku Razaleigh | 
Hamzah announced in June that com- | 
bined state апа federal government - 
spending this year would be around 
billion, compared with a budgeted 7 
billion and an actual outturn in 1981 of © 
M$29.95 billion. The minister also for 
cast a rise in gross domestic product over — 
1982 of just 5%, a significant fall from ear- 1 
lier official projections. 

Following on from an increase of only 4 
6.5% in GDP last year, the latest projec 
tion could put in jeopardy the basic as- _ 
sumptions of the 1981-85 Fourth Malaysia 
Plan, which anticipates an average 7. 
economic growth rate over its five- 
span. The government Has already indi- 
cated that it is closely scrutinising the plan, ` 
in advance of its normal mid-term review. _ 
A tough budget in October, local analysts — 
feel, could be a prelude to a more realistic — 
medium-term economic policy. In a de- * 
parture from the government's usual op- { 
timism, Prime Minister Dr Mahai rà | 








dicate this trend will continue this y саг. 
(Growth was 30% in 1982's first quarter.) 
Earlier concern that contractors had be- 
come too active has apparently been drop- — 
ped in view of the desire to sustain 
economic activity. The government's m 

sive housing programme will also he y 
this. (The government wants to. build. 
140,000 flats between now and the end of — en 
this decade.) So will new road, saiad j 
and other infrastructure projects | 
being planned or implemented. 

The unmistakable shift to economic A 
stimulus here in recent weeks has under- 
scored a basic ambiguity in the Singapo- - 
rean fascination with US EL | 
Ronald Reagan's supply-side theories and _ 
the free-market arguments of American | 
economist Milton Friedman. While the - 
government here has praised the conser- | 
vative economist's rejection of large so- - 
cial-welfare programmes as permanent - 
fixtures of the economy, it is committed to 
remaining thoroughly involved economi- = 
cally in a most un-Friedmanlike fashion, 
This will be still more the case if, as is now | 
being considered, the government in- | 
itiates some form of support for local ex- 
porters. "They will continue to push a ve 
strong Keynesian line," a foreign ban 
executive says, “the bottom line being the © 
maintenance of full employment.” 
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handsome positive balance of M$506 mil- 
lion 12 months earlier. Net external re- 
serves fell sharply to M$7.05 billion by the 
end of March, enough to cover only 3.6 
months' retained imports-at the average 
level of the previous. three months. This 
time.last year, reserves totalled M$9.46 
billion, equivalent to 5.3 months’ imports. 

The downturn in export earnings has 
also.meant a sharp decline in federal gov- 


ernment revenues from export duties, its: 


single largest source of income, from 
M$635 million in the first quarter of 1981 


to. just M$459 million in the same period. |. 


this year. Receipts from other indirect 
taxes — import duties, import surtax and 


excise duties — were all lower, too, result- | 
ing in a significant 4.8% drop in federal | 
government current revenue compared | 


with a year earlier, the first such fall in 
four years. 


The government has reacted in two 


ways. First, it has increased net borrowing 
from domestic sources (up 29.9% to 
M$2.45 billion) and from overseas (up 
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domestic debt now totals M$24.8 billion, a 
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A tight spot next door 
Hard hit by recession, Singapore tinkers with 
its economic engine to stimulate growth 


By Patrick Smith 


Singapore: There can be little surprise 
among Singaporeans over the economic 
fate of their Malaysian neighbours. Singa- 
pore's economy — more diversified than 
Malaysia's, more advanced in the manu- 
facturing sector and less dependent on 
commodities except as a re-exporter — is 
also taking a far more dramatic plunge 
than government analysts would have pre- 
dicted even at the start of this year. 

Growth in gross domestic product 
in this year's first quarter fell to 7.3% 
from more than 10% in the correspond- 
ing quarter a year earlier and 9.9% for 
the whole of last year. Second-quarter 
growth is likely to corne in at just under 
7% (say, 6.8%) for a first-half GDP per- 
formance of just over 7%. For the year, 
however, the government is said to have 
revised its growth target from the 8-10% 
range set out for the decade toa flat 6% — 
though it appears to be in no rush to say so 
publicly. 

The budget ratified in parliament in 
Мис for the fiscal 





gapore would adopt in the face of global 
recession. Like their counterparts in 
Kuala Lumpur, government. planners 
here stepped up.. their reliance оп 
economic activity in the domestic sector to 
counter decreased demarid for exports 
(and the increase in protectionist impulses 
that goes along with it). Last year domes- 
tic investment commitments accounted 
for 40% of the total of newly commit 
capitak in the manufacturing sector, t 
from 15% the previous year. That is the 
good news. But there is an accompan 
risk of increasing import demand even as 
exports continue falling. 

Last year, as export growth fell from 
34% to 7% (and re-exports trade actually 
declined for the first time in five ye: 
by 5%) imports rose 13% (from 34% in 


1980). For this year's first half, the picture. d 


is no better. Exports rose by a paltry 
and imports were up slightly mor 
5.5%. Total foreign trade was up 4. 
the first half, against a 12.9% ain i 
first half of 1981. 

There гате unmi akable sigi 





The ayatollah in exile: a media personality. 


spent US$10 million on his own Geneva 
home and “did nothing to discourage the 
orgy of plunder.” 

When Heikal met Khomeini in late 
1977, he was moved by his voice and im- 
pressed by his grasp of basic principles. 
Above all, Khomeini understood the need 
to win over the army before direct con- 
frontation. Meanwhile, Israeli agents 
were the first to sense the impending de- 
bacle — after all, the shah was giving their 
country US$400 million worth of business 
every year! 

It was the student Abolhasan Bani-Sadr 
who persuaded Khomeini to seek a tem- 
porary refuge in France (for which he was 
well rewarded in due course), and Heikal 
notes that as the visa was only valid for six 
months, he himself negotiated the au- 
thorisation for a subsequent removal to 
Algiers in case of need. During his stay in 
France, Khomeini gave nearly 500 inter- 
views in three months and *no American 
presidential candidate could have shown 
himself more conscious of the importance 
of the media." 

Heikal has plenty to say about how 
Khomeini guides the country, unable “to 
concentrate for more than 20 minutes at a 
time," making decisions by instinct rather 
than intellect, with *no formal method of 
conducting business . . . not interested in 
economic theories." The writer is critical 
of the confusion and indifference to the 
need for orderly development, and con- 
cludes sadly that *his inability to consoli- 
date the ground gained must severely de- 
tract from his. claims to true greatness.” 
But Heikal does not expect Iran to fall to 
communism, nor is the army likely to turn 
on the mullahs — unless there is “some- 
where in the ranks of the revolutionaries a 
Bonaparte waiting to seize his chance." 

— HUSEIN ROFÉ 
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Mongolia's doomed struggle 


Between the Hammer and the Anvil?: 
Chinese and Russian Policies in 
Outer Mongolia 1911-1921 by Thomas 
Esson Ewing. Research Institute for 
Inner Asian Studies, Indiana University. 
US$20.00. 


MONGOLIA has long been an enigma to 
Westerners. Many, when thinking of 
Mongolia, think of either the hordes of 
Genghis Khan or Kublai Khan. Here their 
knowledge of Mongolia and the Mongo- 
lians stops. This is a well-researched and 
highly readable but scholarly account of the 
Chinese and Russian political, cultural, 
economic and social policies in Outer Mon- 
golia from 1911-21. Ewing has ordered an 
impressive array of Russian, Chinese and 
Mongolian source material to bring to life 
the story of Mongolia’s struggle for inde- 
pendence in the 20th century. 

Independence for Mongolia came at a 
time of unrest in Russia and the overthrow 
of China's Qing dynasty by the republican 
revolution of 1911 led by Sun Yat-sen. Its 
immediate problems were numerous and 
profound: the government in Urga had to 
find a quick and effective solution to the 
desperate social and economic condi- 
tions as well as finding an effective long- 
lasting means of protecting its borders and 
its religion, Mongolian lamaism, from out- 
side interference. To achieve internal sta- 
bility the Russians and the Chinese were 
courted with varying degrees of success. In 
the beginning the Russians were loath to 
interfere, but, for the Chinese, the aim 
was complete control, for China had al- 
ways viewed Mongolia as an integral part 
of the Chinese empire. 

The struggle to maintain its indepen- 
dence during the years 1911-19, under the 
corrupt and self-serving monarchy of 





Jebtsundamba Khutukhtu, was also great- 
ly inhibited by the belief of foreign powers 
in general that “the Mongols were incapa- 
ble of governing themselves.” Indeed, 
right up to the formation of the Mongolian 
People’s Party in 1920 and the subsequent 
second attempt at complete independence 
which ended with the successful Mongo- 
lian revolution of 1921, the idea that the 
Mongolians were, and would always be, in- 
capable of controlling their own affairs 
deeply affected the Russian and the 
Chinese wrangles over the country and its 
sovereignty. Had the Mongols been able 
to break, or even control, the lamaists’ 
powerful and ultimately destructive social 
and economic hold over the country then 
the course of Mongolian history may well 
have stabilised much sooner than it did. 

But once the Mongolians had tasted in- 
dependence, regardless of how bitter it 
may have been at the outset, there was 
never any real desire to return to the 
Chinese sphere of influence as an au- 
tonomous region. In losing Mongolia 
through lack of compromise and under- 
standing. the Chinese pushed the Mongols 
further into the Soviet camp, where they 
remain solidly today. And through this, it 
may well be said, early Mongolian aspira- 
tions fora truly independent future asa na- 
tion among nations have been well and 
truly squashed. 

In dealing with a confusing, tumultuous 
period in Asiatic history Ewing consis- 
tently manages to bring clarity, anda great 
deal of fine perception, to the situation; 
He has been helped by the multitude of 
wily, brutal, courageous and occasionally 
far-sighted individuals who actéd out their 
destinies, and occasionally their own per 
sonal fantasies, against the backdrop of 
bloody revolution. — IAN FINDLAY 


Before the empires sun set 


British Malaya: An Economic Analysis 
by Li Dun Jen. /nsan, Petaling Jaya, 
Malaysia. 


THE publication of this revised edition of 
Li's analysis of the economic consequences 
of British colonialism — originally pub- 
lished in 1955 in New York — is most 
timely in view of the continued tension be- 
tween Malaysia and Britain since last 
year. 

At the root of the tension, of course, is 
the debate over whether the British colo- 
nial impact was essentially benign for 
Malaya's economic development. While 
Britain continues to remind its ex-colony 
of its positive contributions to Malaysia's 
development, Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad is ada- 
mant that the impact was essentially nega- 
tive; even undeniably positive conse- 
quences were usually the result of self-in- 
terest. 

British Malaya is a critical historical sur- 
vey of the colonial impact on the peninsu- 


la during 1895-1938 with a chapter draw- 
ing the discussion up to the early 1950s — 
a time when Malaya was Britain’s “dollar 
arsenal,” bringing in more foreign ex- 
change than Britain itself. Interestingly, it 
can be traced to an American tradition of 
anti-colonial scholarship — which could 
also count Rupert Emerson's Malaysia 
and Virginia Thompson's Post-mortem on 
Malaya — which was at least enlightened 


enough to envision an “imperialism with- , 


out colonies,” pioneered perhaps at Bret- 
ton Woods. 

Li's chapters on the legal-political con- 
text, colonial public finance, trade, tin, 
rubber, population and labour are sup- 
ported by a wealth of data and footnotes 
— omitted from the earlier edition. A 
glaring omission, however, is treatment of 
the predominantly Malay peasantry, who 
underwent important changes under colo- 
nial rule. Hence, the volume is largely 
confined to the emergence of modern 
capitalist sectors more than anything else. 

— K. S. JOMO 





ing selectivity towards foreign investment. 
Labour-intensive offshore assembly oper- 
ations are now discouraged in Taiwan, 
South Korea and Singapore in an effort to 
upgrade the technical sophistication of in- 
dustry. Most NICs have shown a prefer- 
ence for joint ventures and have used vari- 
ous instruments to forge linkages between 
domestic and foreign firms. Conflicts still 
exist, but the NICs have developed an in- 
creased ability to monitor, regulate and 
control multinationals for national pur- 
"S. 
_ A third area of interest is technology. 
All the NICs have given increased atten- 
tion to improving access to appropriate 
foreign technology and „increasing 
technology transfers. This has been ac- 
complished in part by diversifying away 
from traditional trade and investment 
partners. European investment is being 


1 


sought in East Asia, and Japan is expand- , 


ing into Latin America. Increased com- 
tition among advanced-country firms 
as increased NIC bargaining leverage. 
Foreseeing the costs of continued 

technological reliance, all of the NICs 





materials and energy in the region. Brazil, 
Taiwan and parti South Korea have 
lucrative ties with the Middle East. Even 
Mexico, though closely integrated into the 
US economy, is attempting to pursue a 
more independent foreign economic pol- 
icy towards Europe, Japan and the Carib- 
bean. 

Frank singles out mounting external 
debt and protectionism as two important 
drawbacks to the NICs’ strategy. These 
are formidable problems. Protectionism 
casts doubt on the viability of export-led 
growth as a strategy for newcomers. High 
interest rates have saddled LDC borrow- 
ers with mounting repayment problems 
and may threaten the stability of the entire 
international financial system. Some 
caveats are in order, however. 

Frank underestimates the ability of the 
NICs to adjust to external adversity. The 
existing NICs have responded quite well 
to protectionism by diversifying markets, 
upgrading products and moving into new 
exports. NIC governments have become 
adroit bilateral bargainers, capable of 
using their importance as export markets 








aiwan electronics designer: potential for innovation. 


have instituted sciénce, technology, re- 
search and development policies. These 
programmes aim at expanding the links 
between domestic business, government- 
sponsored research and education insti- 
tutes and foreign firms. Technological in- 
novations include Brazil's gasohol pro- 
gramme,. Taiwan's development of 


l Chinese-character computer display and 


Mexico's work in steroid chemicals. While 
not all of these have proved to be of equal 
commercial success, they demonstrate 
that the NICs have the potential to be- 
come centres of product and process inno- 
vation. 

Also important are the growing links 


| between the NICs and other developing 


countries. The quest to diversify markets 
has created new forms of South-South co- 
Operation that are subtly changing the in- 
ternational division of labour. Brazil 
trades extensively with its Latin American 
neighbours and has established new ties 
with Africa. South Korea and Taiwan 
trade extensively with Southeast Asia and 
have developed new forms of cooperation 
for the exploration and exploitation of raw 
56 . 





to extract concessions from advanced 
countries. While protectionism is a prob- 
lem, the solution is not autarchy, but a 
combination of international and national 
reforms to expand trade. 

Debt is both a burden and a blessing. In- 
ternational borrowing has given the NICs 
resources which have financed productive 
investments, expanded flexibility and les- 
sened dependence on direct foreign in- 
vestment. Small, poor countries unable to 
secure loans and seeing aid slashed no 
doubt envy the ability of.the NICs to sec- 
ure financing. The problem is not debt per 
se, but how to manage it and, in particu- 
lar, how to increase financial flows to the 
poorer countries. 

As Frank argues correctly, the NICs’ 
strategies cannot be replicated. Unique 
political and international circumstances 
contributed to their emergence. In fact, 
the NICs are an extremely diverse group: 
it is not even clear that they have pursued 
one strategy. Brazil and Mexico are both 
large, resource-rich countries with long 
histories of domestic industry, while Sin- 
gapore and Hongkong are city-states. 


Nonetheless, Frank's claim to offer 
scientific reasons others cannot fol- 
low is overly deterministic. Policies mat- 
ter, and policies can be changed. Ban- 
gladesh is unlikely to become the next 
Taiwan, but some lessons may be gained 
from the NICs' collective experience. 
Taiwan's growth suggests that land reform 
can be an important contribution to indus- 
trialisation and equity. South Korea and 
Taiwan both underwent extensive land re- 
forms in the 1950s and have among the 
best income distributions in the develop- 
ing world. - 

In Taiwan, agriculture generated 
domestic resources which fuelled early in- 
dustrialisation efforts. Mexico, where 
land reforms have not been sustained, has 
among the worst income distribution in 
the world, and has seen agricultural pro- 
duction stagnate. Brazil has demonstrated 
that raw-materials producers can gradu- 
ally integrate into processing апа 
downstream industries. 

Despite the fact that economists tout 
the NICs as proof of the advantages of 
free-trade policies, the real story is some- 
what different. All the NICs have care- 
fully controlled their trade relations and 
selectively promoted infant industries, but 
have sought to push new industries to ex- 
port with state assistance. The most suc- 
cessful cases have avoided the excesses of 
attempting to develop a number of indus- 
tries at once, and have carefully 
sequenced their industrialisation. 

The foregoing suggests the components 
of a strategy which the NICs themselves 
have not followed equally, but which may 
offer more hope than Frank suggests. 
First, agricultural development should be 
seen as complementing industrial deve- 
lopment rather than conflicting with it. 
Agricultural development can provide 
raw materials to domestic industries, raise 
rural incomes and provide savings for the 
industrialisation effort. Secondly, interna- 
tional specialisation is not the evil Frank 
seems to suggest. Much more disastrous 
have been the attempts to develop a costly 
and unnecessary self-sufficiency. The key 
lies in exercising selectivity towards both 
foreign and direct investment. Finally, 
there are substantial possibilities for co- 
operation among developing countries 
which are only now beginning to be 
explored. 

There are admittedly many “ifs” here. 
Efforts at international reform are still 
needed. Ultimately, the success of these 
prescriptions may rest on political 
capabilities. The NICs appear to have in 
common what Gunnar Myrdal has called a 
hard state, insulated from social and cul- 
tural pressures. The development of such 
institutions is a long historical process, 
and may have politically undesirable con- 
sequences. 

The NICs demonstrate, however, that 
national strategies make a difference, and 
that some of the barriers posed by an un- 
equal international system can be over- 
come. That recognition may be the first 
real step towards Third World self-re- 
liance. 


Berkeley, California STEPHAN HAGGARD 
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Even: admitting that shipbuilding may 
not represent the laser edge of new 
technology, and that South Korea's ex- 
ports are heavily dependent on textiles 
and relatively basic electronic goods, still 
Frank dismisses such industries as displac- 
ing domestically oriented industry апа 
drawing people off the land to the cities, 

Where. they become "structurally un- 
‘employable.” One is hard put to under- 
запа which domestically oriented firms 

have been displaced by the many small- 
and medium-sized firms which play a sub- 
stantial part in textile and electronic ex- 
ports, and.which also supply the domestic 
‘market. I also do not think that the major 
industrial groups of South Korea are driv- 
ing such companies out of the home mar- 

. ketwhen export markets are slack. At any 
rate, this argument is totally undocument- 

ed. As to structural unemployment, while 

there is certainly unemployment in the 
cities, it cannot be attributed solely to mig- 
ration from the countryside. induced by 
the growth of export industry; There is 
structural. under-employment- in that 
many people are employed at low wages at 
unproductive work, But it is not clear that 
these people are part of the. permanent 
labour force, rather than young women 
who generally: will not continue work 
upon marriage. Many young тёп аге re- 
moved from the labour force when they 
perform : two-and-a-half. years required 
military service. It is notable that, what- 
ever the employment picture, per capita 
income is more than US$1,50@;and that 
the World Bank. has stated that South 

Korea has the most equitable income dis- 

tribution in the developing world. 

It is also curious that Frank disfavours 


textiles and electronics, since, besides | 
food and shelter, clothes and appliances. 
are the basic and universal requirements. 
of the people of every country. Production. 


of such commodities is important domesti- 
cally, as well as in the export sector. Pre- 
sumably, these are two sectors where the 
“gang of four“ NICs have pre-empted the 
market to the exclusion of the rest of the 
Third World. Thus, Frank.states: that 
this sort of "export-led" -industry is in- 
. applicable to the cornerstones ofthe Third 

. World, India and China. This ignores the 
tremendous potential domestic markets in 
such countries, while the home markets of 


f" the "gang of four" are quite small, and 


also ignores, as mentioned, the impor- 
tance of satisfying domestic consumer 
. priorities. PE IRE 


Washington : SIMON OSNOS: 





it would.seem that Frank's thesis is that 
exported growth of the NICs is no dif- 
ferent from the old raw material export- 
led growth, and hi 
applied to other countries. 1 do not intend 
t ‘uments point by point be- 











| tures does not mean one country's expe- ` 


dised countries have prospered by using 


hence. should. not Бе. 









noted, of course. that the l 







it is unnecessary to do so. His argu- 
ments rest on two points only es + 
» that export-led growth has not bene- 
fited any NIC, and 

» that if any of the NICs have benefited 
their experience has been unique and not 
applicable to any other country; 

On his first point, I have to say that the 
experience of Singapore is in complete 
contradiction to his argument. Frank care- 
fully ignores this part, preferring to rely on 
Singapore's "unique" circumstances and a 
(deliberately?) vague reference to em- 
ployment effects which are invisible in the 
country. Frank presumably means that 
employment in Singapore causes unem- 
ployment in Malaysia. Singapore certainly 
drains off labour from Malaysia, but 1 
have yet to see any paper which shows that 
Singapore's experience has caused a net 
increase in unemployment in Malaysia. 

Frank's second crucial argument, that 
each of the NICs' experiences have been. 
unique, is open to an obvious logical rebut- 
tal. [t is, I suggest, perfectly reasonable to 
argue that every country has some unique 
features, so merely to identify unique fea- 





rience-is not valid for other countries. 


There.aré obviously differences between |. 
all countries, and as with anything else an | 
attempt to duplicate completely some- | т 


thing in another country without taking 


into account those differences is likely:to | - 


cause problems. This does not mean that 
countries can learn nothing from each oth- 
er. Indeed Singapore's succéss, while not 
completely repeatable elsewhere, is an ex- 
perience which is of use to other countriés. 
Frank's argument rested on two pillars 
and both of these are in fact invalid. Each 
country’s experience, though unique, is 
applicable to others and the fact that at 
least one NIC has benefited from export- 
led growth. shows that it is a possible bene- 
ficial policy to pursue. The important mat- 
ter is to decide why other-countries have 
not been so successful using an export-led 
growth strategy. I suggest that the tre- 
mendous increase in oil prices is one ma- 
jor factor and that record. real interest 
rates are another. It could be argued thata 
country relying only on its own resources 
would not be subject to such externally 
caused problems. To some extent this is 
correct, but it means forgoing all the ad- 
vantages of foreign trade as well and they 
are considerable, What іѕ the point of in- 
venting the wheel (and everything else) in 
each country, and producing it.as well? 

A further point to consider is that deve- 
loped countries have also been badly hit 
by the twin shocks of oil prices and interest 
rates. Much of the world is in difficulties, 
but this does not invalidate the experience 
of successful export-led growth econo- 












try's domestic 


"tage there is in 





growth, i o = 
I should also point ou 
in Frank's article. This conce 















ments surplus, but this is not the: 
thing at all. Exports can be of ce 
goods offset by other goods imported 
further offset by services and other 
bles, not to mention capital moveri 
Singapore i HU 







here is much of importance in’ 
analysis. Euphoria about | 

































not shared by planners in VM 
City, Seoul and Taipei who grappl 
an uncertain international envi 
The benefits of these countrie 


cated. Unique po 
booming world eco 


10. longer limited 
d plastic toys, bu 
steel and vehicles. Less 
vious is the NICs’ gradual developme 
domestic capital goods and inter 









| industries, often under direct gov 


ownership. It is no longer accurate to 
tray the NICs as mere export e 
with shallow industrial bases. Th 
growing signs of industrial matur 
Secondly, Frank. makes the: 
error of overestimating the N 
dence, on multinational: corpo 
Foreign firms continue to play а 
tant role in all of the NICs.and have 
critical in. high-technology. sectors 
marketing. But large national firm 
i and state-owned 

























mies. Indeed, the fact that the industria-. |. B. 


export-led growth to a greater or lesser ex- 





tent is an additional indication that it isa | 


worthwhile policy to pursue. It should be. 
er a coun 



















init koble for the i ig- 
f the Asian cases it so 
purports to criticise. 1 
Frank's basic thesis that the ex- 
success of the four Asian NICs — 
orea, Taiwan, Hongkong and Sin- 

| probably not replicable. in 
r Third World countries and 
as its dark side. But the reasons he 
e not thé most compelling, if they 
en correct, and he commits the very 


























supposed. 

* To take just on: example, thisis- 

y not true in Singapore, whether in- 
f the effects of export-led growth 

: balance of payments (which areex- 

гіу: healthy), ori wages. : 


han being low- have: risen rapidly | 


he strong labour demand ger erated, 


< sectors) or сш 
any been at the full employment : 


tion eliminated previously high 
ployment). 
also not clear what Frank means 
he says that the unemployment gen- 
by export- -led growth which “draws 
labour i into thé cities than the jobsit 
“is "invisible" in Hongkong. and 
re — perhaps it is “invisible” 
it does not exist? Both: places. not 
ide full.employment for their re- 
labour forces, but also absorb much 
surplus labour” of their neighbour- 
hinterlands.-Frank is also.wrong in as- | 
ing that. “this. structurally чей 
ployment is increasingly evident" i 
aysia, which has been: éxpeciencing. 
spread labour shortages. - 
is 150 пої true that in the worldwide 
of labour the Asian NICs “are al- 
ted. the. least remunerative and 
ologically obsolete contributions 
correspondingly ‘meagre benefit." 
ological upgrading does occur, en- 
these. countries to. develop as 
economic aristocrats of the Third 
19, One may even argue, critically, 
"the prócess of capital accumulation 
| à world scale" is increasingly deserting 
ining areas of the First World and re- 
even advanced technologies in 
hird World — and is therefore being 
osed by labour in the First World (for 
le, through protectionism). 
ht 15 shed on these: puzzling errors 
n we read Frank more carefully and 
hat most of the time he is not talk- 
the four Asian NICs after all! 












































ise from the latter's successes. The 


|ostrategic value." Why, then, may their 


in this column recently (REVIEW, June ر‎ | 
25) on the newly industrialised coun- | the c t of the programme, it has not 








-Lim and Huo Bide,and two Americans, 


gard, recently a Brookings Institution, 
research fellow. to do with the success of the South Ko- 
[a Ean, and [ would suppose, Taiwanese, 






|;genous State, domestic class forces, and | cial presence in South Korea so that South 


ism, „depend world system” аѕ 
Frank advocate: challenge which de- 
jes- а more imaginative. | 








aude generated by export-led. growth te in this flawed and superficial article. 
have occurred in "South Korea, Brazil ore x du i LINDA LIM 
and Mexico," while the ' structurally gen- 
erated unemployment" is seen in “Mexico 
and Brazil, as well as Malaysia, the Philip- 
pines and elsewhere and now in China it- 
self.” 

: But while Frank is willing to sé herglise 
arbitrarily the failures | of export-led |. NIC economies in. unifom ‘mould, nt 
growth in other Third World countries to-]. then down-grade this si 
the Asian NICs, he'is unwilling to general- | format | 



















reasons, to the extent that апу are given, E 

ate peculiar. South Korea and Taiwan, for “There peasantry in 

example, “clearly came about as a result | South Korea, as there is in. Mexico and 

of the Cold War . . апі have been politi- | Brazil; agriculture, rather than having an 

cally and economically supported for their | estate orplantation base, is carried on bya 
nation of small landholders. : 
























success not be generalised to the many 
other Western “client states," most nota- 







bly to Latin America, where it has been | s T g like 40% E the population is 






argued, quite to the contrary, that such Indian 
politically inspired support has rather pro- 
duced spectacular economic failures? 

In the case of Singapore, exactly what 
has its becoming a state *because-of the 


















a has. universal high- 
school nd a well- -developed 
system: nal schools. Also, one 


The 5th Column this week i is given over | Point of the South Korean development 
to four contributors who take issue with: | experience, which Frank fails to mention, 


is the Saemaul or New Village movement, 
Prot. Andre Gunder Frank's arguments a ited ` at rural impróve- 


tly familiar with 









































tries. They are two Singaporeans, Linda | ‹ 1 noti and the 
increasing interest of other Southeast 
Asian nations,-as being a model of rural 
development. 

These conditions must have something 








lawyer Simon Osnos and Stephan Hag- 


) | economies. То focus on these economies 
ethnic situation on the Malayan Penin- | as being based entirely on export growth is 
sula" got to do with its success in export misleading, as it isto say that these coun» o 
manufacturing? The country's political | tries have succeeded only at the expense ^^ 
origins may have provided the impetus for | of other Third World nations. To sum: 
its export-led development strategy, but | marise, Frank has ignored the social 2. 
they do not explain its success. dynamic. 

The crucial error in Frank's analysis is Next, Frank has distorted the obsolete- 
his neglect of indigenous factors in exp-. | nessof technology transferred by multina- 
laining both the successes and the failures | tionals. Most, or many, technology 
of export-led growth in the Asian NICs | licences require the transfer to the licencee 
and elsewhere in the Third World. Like | of improvements which the licensor com- ^ 
the imperialists of old, Frank denies these, |. mercialises during the term of the licence: 
nations a hand in their own destiny, seeing | Also, performance standards and guaran- 
them only as helpless, dependent political | tees for the technology may be incorpo- 
pawns and economic puppets of their | rated. Furthermore, many licensors are 
Western “masters,” subject only to un- | competing to license technology. In parti- 
ified. international forces. In fact, the indi- | cular, Japan has a tremendous commer- 












other local factors often have an equally if | Korean companies have a ready standard 
not more important role to play in deter- | by which .to judge other imported 
mining political-economic outcomes in technologies. The point is. that NIC 
the Third World, such as the success or | growth in South Korea cannot be said t 
failure of export-oriented : асе ортаа be characterised by obsolete technolog 
programmes. transfers and thereby faulted as third-ra 
To integrate the experi It is ather p for Frank to 


































Asian NICs into the analysis of ^ mperial- 
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The National Bank of Australasia. 


We've been in the business of 
International Banking for over 

120 years. We have a network of 
offices staffed with fully trained 
professionals who can offer expert 
service and advice. 

Our newest representative 
office has opened in Beijing, where 
Kerry Jelbart and his staff are fully 
equipped to answer all demands. 

We know Australian markets. 
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ven the state of the economy and 
ume of land sales to which the gov- 
itted, capital revenues 
n weak through 1983, if 
Meanwhile recurrent spend- 
Mmitments continue to rise rapidly. 
er words, Hongkong will soon be 
just the:situation the reserve fund 
ted to obviate: But by then most 
"will have been spent on amac- 
for which there was no specific 
inthe budget and on an idea — a 
bank" — which had hitherto never 
entioned by the government. 
Vernment has always been in the’ 
ss of selling land to raise revenue — 
e: territory is still crown land, 
ernment only buys. land for very 
mmediate needs. То "invest" 
m in undeveloped land is. : 
nd unique departure that its mò- 
to be closely examined.: > 
э do claims that the: land was 
he opportunity cost. of the deal is: 



















e HK$1.5 billion it is paying now i 
1475 compound i interest ove 


; ighty -City. las been 
evelop its part of the land, and 

у lag before. intensive develop- 
f he land the government is buying 


T Way. 

government could have chosen to 

purchase by a drawdown from 

al reserves (most of which are held 
ore). Then there might have beeran” 

'nt for saying that land was as good 

term investment as offshore alter- 
spite its illiquid nature. But by: 
g it through the Capital. Works 
|. Fund, the government is imply- 
there will be a reduction of similar. 
ude in spending on actual capital 
ch as housing and roads over the 
oto three years. The fund's ability 
ooth expenditure overruns Or re- 
¢ shortfalls will have been seriously. 
Meanwhile, the government has 
that — if its purchaseis a good one 
ndeveloped land values in the New 
ries will rise five-fold over 12 years! 







































vo*-Investment allowances will be con- 






. Association, 





















purchase will have a real economic 
s accounting impact. Domestic 
in the first half. of 1982 were up 
%. in money terms and. probably 
-2% down іп real terms. The sec- 
arter was worse. than the first and 
svery is in prospect until the last 
at the earliest. 
-sector construction is likely to be 
portant element in keeping.the econ- 
па employment on even a very mo- 
ward path this year, and probably 
well. The last thing that is needed 
e squandering of diminishing cap- 
venues оп а. so-called land bank 
never justified ıi. advance, 
ed. in:any budget estimates, 
ubmitted to debate by the public or 
gislative Council , Hi 








The Australian prime minister takes steps to: underpi the 
economy — and his government's election chances : 


| By Brian Robins 


Sydney: Faced with a deteriorating econ- 
omy, Australian Prime Minister Malcolm 
Fraser has embarked on some. major 
economic initiatives prior to the August 17 
budget. By announcing them before the 
budget, the administration has been trying 
to gain the maximum political exposure. 
Rising unemployment and domestic in- 
flation, combined with a dramatic slowing 
of the economy, have forced the govern- 
ment's hand. Among the measures an- 


‘nounced: 


«Accelerated depreciation over either 


-three or five years will be allowed for pian 
ordered from July 20. 


“> New investments in either the mining 


-or oil sectors will have access to this acce- 


lerated depreciation. 
=>» New primary production plant will be 
depreciable over three years. 


ued, - 
^» Depreciation 





of. non-residential 


: buildings started after J uly 20 will be intro- 
.duced.: 


» There will be no further reductions in 
the level of tariff protection. 

» The export levy on steaming and soft 
coking coals willbe removed. — . 

The generous depreciation policy aims 


‘tos stimulate new capital investment, 
: which has flagged after being the engine of 


growth for several years. It has been intro- 
duced after extensive lobbying of both 


¿politicians and-senior public servants by 
the. Australian . Industries Development . 
commissioned | 


which 
accountants Arthur Andersen to under- 
take a worldwide comparative study of de- 
preciation levels. The association used the 
outcome of the study to support its calls 
for change. The government hopes the de- 
preciation change will give the economy 
stimulus without involving direct sub- 
sidies. The cost, at least initially, to the re- 
venue will be only A$60 million (US$60.4 
million) in the first year, rising to A$1.4 
billion by 1988-89. 

The Fraser administration has consis- 
tently argued that the size of the overall 
budgetary deficit must be slashed and to 
this end it is not keen to reflate the econ- 
omy through direct handouts. When the 
1981-82 budget was introduced, the gov- 
ernment was aiming for a deficit of only 
A$146 million. But it has indicated that 
the actual deficit will be closer to A$1 bil- 
lion. 

The other Key plank of the Fraser gov- 
ernment has been to curb inflation but de- 
spite its resolve that inflation should be cut 
irrespective of the impact on employment, 
prices continue to climb. In the. year to 
June 30, Australia's inflation rate ran at 
10.4%. With the June quarter showing a 


` penditure. has stopped and the level of 








tariff changes would result іп stronger 



























2.4% increase, Treasurer John. Howard. 
said there was evidence of a hardening of i 
domestic inflationary pressures. 
Meanwhile, the overall level of un- 
employment has also continued to rise,” 
reaching 6:6% іп May, its highest level .. 
since February 1978. The government is 
especially concerned at the impact of ris. 
ing unemployment: 
chances. Fraser explained the new initia- 
tives were necessary because of adverse 
conditions: : 
» Weaker demand for exports and fall- 
ing prices for some major exports. 
» High interest rates. 
* A deterioration i 






































of companies' gross operating; нес in 
non-farm gtoss domestic product falling 
from 15.4% in the September quarter of 
1981 to 12.3% for the March 1982 quarter. . 
The growth-in fixed business capital ex- 




















construction activity has slowed marked- 
ly. : ME Я ^ 
Until recently. the Fraser administra- 
tion was expected to call an early election, 
possibly as soon as September. But, judg- 
ing from its recent economic statements, it 
seems to have turned more cautious. 

After the earlier; more general дерге» 
ciation-tariff package. the government 
has focused its attention on the troubled 
coal export sector which; hampered by in- 
frastructural limitations and industrial 
strife, has notched up losses in the year to 
June 30, though itis still too early for full- 
year figures to be released, 

The A$1-a-tonne export levy on steam- 
ing coal has been scrapped.in the wake of 
forecasts from Japanese steel mills that 
demand in the September quarter could 
slump by as much as 30%. In addition, the 
New South Wales state government has ín 
effect decided against increasing state roy- 
alty:ratés on coal at least until June 30, 
1983, by forgoing normal rises in line with 
any increase in the consumer price index. 

The day the government. released the 
bulk of its new initiatives, Alcoa. of Aus- 
tralia came out and deferred its A$800 
million Portland aluminium smelter in 
Victoria. Also, Broken Hill Proprietary 
Co. announced further retrenchments. 

In another measure to keep out the chill 
winds of competition, the government has 
rejected proposals by the Ind 5 AS- 
sistance Commission (IAC) to cut the 
overall level of tariffs. The ТАС had ar- 
gued that its latest round of suggested 



























economic growth and. lower inflat 











tence." Whether Chinese embarrassment 
over huge losses would have impacted on 
its view of capitalistic enterprise here is 
uncertain. But now that the government 
has handed Mighty City HK$1.5 billion to 
settle its expenses, China Resources — 
and Peking — must, at the : tery least, be 
grateful. 

(Other state-owned Chinese corpora- 
tions: which have. bought industrial. and 
. commercial land, much of it in Kowloon 
. Вау, at high 1980-81. prices have report- 
edly also come under heavy criticism from 
Peking as а result of a reduction in land 
values of up to 40%, and heavy financing 
costs needed to. meet the development 
schedules set D de the Hongkong Govern- 
ment.) 


j Fo Mighty City to have said notoa stal- 
CE ing-down — without the government's 
purchase plan — would have meant scrap- 
ping the project altogether. With the New 
"Territories lease due to expire in 1997, 
Mighty City has been seen.as a "confi- 
dence" projectever since it was hatched in 
1980. Its scrapping would have made al- 
ready nervous investors more nervous and 
could. possibly have precipitated a collapse 
of confidence. (unless, of course, Britain 
and China announced the solution to the 
problem of the territory's future first). 
` Having helped Mighty City offload its 
financial burden with a HK$L5 billion 
cheque, the government in turn has found 
it necessary to “lock” China Resources 
into the development, which is scheduled 
to take 14 years. Secretary for Home Af- 
fairs David Akers-Jones said at the press 
conference that China Resources was ob- 
liged, under the agreement, to hold on to 
its major share in the consortium. 

There was no mention of a similar 
undertaking. by the Hongkong partners, 
though it is unlikely that either Cheung 
Kong (which has profited by at least 
HK$200 million in the sale of part of its 
Tinshuiwai holding to China Resources) 
or Trafalgar would have the temerity to 
sell off their share of Mighty City assum- 
ing that anyone else would want it, since it 
was they who got China Resources in- 
volved in the first place. 

"The deal further benefits China Re- 
' sources in a big way: Mighty City will be 
contracted to fill the fish ponds, earning 
an estimated HK$1.6 billion for a job 
which, had it not been for the joint ven- 
ture with the government, it would have 
had to undertake at its own cost — or 

. leave waterlogged. There is no accounta- 
bility for the cost of the fill, which will 
come from China. One firm in Hongkong 


which had been interested in the fill pro- 


ject in-1980 told the REVIEW its quotation 
— even at 1982 prices — would have been 
around HK$400 million. - 


As things stand now, Mighty City will 
develop 952,000 sq. ms of flats for 67,500 | years. _ 
‘occu соп 40 ha., and is obliged tod 









130 ha. The public and inf 
- facilities.costs to the government 


Chane Kuandao, was “fired for incompe- 





mated at HK$1.6 billion with. another 
HK$670 million on external . highway 
links, clearance and resumption. This 
HK$2. 3 billion expenditure woüld have to 
be incurred anyway, officials said. The 
government's share of the joint venture is 
going to cost at least HK$5.4 billion; while 
Mighty City is obliged to spend at least 
HK$1.5 billion or forfeit any shortfalls..In 
the event that Mighty City goes bankrupt, 
all that the government can do is repossess 
the 40 ha. and anything that has been built 
on it. 

As for the government's claim that “a 


г major feature of the agreement is that a 


land bank will be formed [from 318 ha. of 
fish ponds today] to create a strategic re- 


serve which will enable the government to | 


respond quickly to changing policies and 
external factors affecting economic deve- 
lopment," officials appear as vague as the 
public about how this *bank" will be used. 
For a start, the government-appointed 


` special committee on land supply in a re- 
cent report already highlights two пем : 


towns — one at Junk Bay for 300,000 
people and another to extend from Shatin 
for 260,000. i 


The committee forecasts that, by 1987- 


88, there will be a cumulative surplus of 
4,000 sq. ms of land for high-density pri- 
vate housing, and 38 ha. for low-cost 
home-ownership flats. These forecasts as- 
sume that expensive reclamation at Junk 
Bay and the Shatin extension, already i im- 


Inopportune cost 


A ‘land bank’ appears to be the last kind. of davanti the | 
Hongkong economy needs — or сап afford — right now - 


By Philip Bowring 

Hongkong: The governments un- 
heralded decision to invest in a “land 
bank" fits uneasily with the situation of 
the public finances. The nearly HK$1.5 
billion (US$254 million) acquisition will 
be financed by the Development Loan 
Fund — mainly used for funding Hong- 
kong's public housing programme =- 
which in turn will be topped up by an equi- 
valent transfer from the Capital Works 
Reserve Fund. 

This fund was created in the 1982-83 
budget to accommodate fluctuations in 
disbursements on major projects and pro- 
vide steady cash flow for projects spread 
over several years. It was also intended to 
establish a medium-term link between re- 
venue from land sales and spending on the 
public-works programme — which is 


. supposed to be primarily financed by 


land sales. The idea was that the reserve 


-could be built up when capital revenues 
¿were strong, but run down in weak. 









spend the Capital Works. Re 






| for the резер. ошл рг 


Tinshuiwai site would be 


'opening of northern Lantau for 





to be contrary to the stated purpos 















out in the second half of 








since by 1987-88, a 
housing and home-ownership. 
have been. met in large measure ( 
210,000 rental flats would have bee 
by government and another 57,500 
ownership flats built either by govê: 
or with private-sector participatio 
A land bank would only be nei 
housing provisions in the next de 
the government decided not to bui 
placement airport at Cheklapkok 
of Lantau island. That project, if 
when it is undertaken, also envisag 





















ment — to house up to 600,000 peop! 
Cynicism... over: the. gov 
professed rationale for buying 
has not diminished, tho 
Hongkong media have swallowe 
roted) the official line. In th 
analysis, the mai ance of 
tions. with: China. 
























"BHoweyet: the support. the 
tion would: have gained by 
these political reasons has been: 
its untenable insistence that the p 
plan was “a good deal" for the tax 
unless; of course, thé taxpayer feel 
is worth spending: billions of do 
save China Resources from sinking 
fish: pond investment. 










































serve Fund on buying a "land bànk 


fund, particularly in view of thi 
developments since the budge 
land prices make it certain that t 
forecast of HK$12.5 billion in са 
venues from land will not be met 
same time, revenues from stamp 
land and stockmarket. transac 
likely to be well below forecasts 

Erosion of estimates is also a 
generous to the point of irresponsi 
either . viewed against. the. exper 
side, led by an average 15% wage rise 
government servants, or the state of gi 
ernmentfinances. ^... 

All in all, even leaving the Tinsh 
purchase out of account, the govern 
may now be lucky to end the year wit 
all rather than the HK$4 
on < Пу forecast. Paymei 
HK$1.5 billion on. the so-called 
bank" will mean that, if actual ca 
ding this year is on targe! 

will have only HK 
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The Return ofthe Ayatollah by М 
mad Heikal. Andre Deutsch. £9.95. 
(US$17.75). 


ALMOST айн 70-year-old. Heikal 
writes can be considered required reading 
on the Middle East. Once the most power- 
ful man in Egypt after the late Gamal 
Abdel Nasser, he has been a minister and 
editor of the influential Cairo daily al- 
Ahram. Nasser's successor, the late 
Anwar Sadat, locked him up because he 
would make no secret of his conviction 
that Westernisation would evoke a violent 
reaction. from. Islamic. fundamentalists, 
and he ventilated his view throughout the 
Arab world. à 
Heikal's experience of Iran is vast. He 
was there when the shah was a youth and 
he conducted part of the negotiations with 
the Iranian students over the American 
hostages seized in November 1979, He 
had earlier interviewed Ayatollah Ruhol- 






lah Khomeini in France. The title of this: 


, book is quite inadequate since its theme is 


` mainly the rise and fall of the Pahlavis, . 
and Khomeini is given relatively little 


Coverage. 
The late shah started life in the barrack- 


room of an illiterate sergeant, his father 


who seized power in 1925, thus enabling 


him to call himself a prince and lay claim | 
to а 2,500-year-old monarchic heritage. To 


his father, he was a timid boy more girlish 


than his twin sister Ashraf, while his first | 


wife found he “appeared sickly and miser: 


able" and, to.the first Americans оп the 
scene, he was “a thoroughly demoralised - 


young man." 


When the British and Soviets compelled | 


Reza Shah to abdicate during World War 
П, the stage was being set for the crisis that 
would eventually sweep the dynasty into 
oblivion 37 years later. The United States 
now sought a role in the region and was a 
palatable alternative to the British and 
Soviets and "more than able to out- 
manoeuvre both these partners." By 1944, 
the Iranians were encouraging US com- 
petition against British oil interests at the 
„world’s biggest refinery in Abadan. 

Many Arabs accuse Heikal of shameless 
exaggeration and he certainly has a: de- 
lightful store. of satirical gossip and scan- 
dal. After evoking memories of Moham- 
mad Mossadegh "who became so moved 
by his own eloquence that he would burst 
into tears,” -he tells of his first meeting 
with the shah.at the home of Princess 
Ashraf in 1951, where "there were 
portraits and. busts of Napoleon all over 
the place . . . and the skins of at least a 
hundred tigers. "T 
When Mossadegh was oust) in 1953 
with CIA support, “the real seat of au- 
thority in Tehran in th 





























ose days was the. 


panies were getting a 40% share in T 0 


production at the expense of the former |. 


British monopoly. Interfering in national 
policy, 
emancipation of women, strengthening 
the middle class and greater public iden- 
tification of the shah with religion, all de- 
signed to strengthen. his own authority. “It 
was during these days that Savak, the se- 
cret police, was instituted, to begin with 
more or less as a branch of the CIA, and 
coming directly under the orders of the 
shah.” 

Following (like Haile Selassie of 
Ethiopia who made similar mistakes and 
met a similar fate, both impressing their 
countrymen less than foreigners) “the 


same principle of encouraging groups and 


individuals who owed everything to him, 
the shah saw to it that all army communi- 
cations were-manned by Bahais." Мапу 
journalists complained to Heikal that they 
were obliged to have a photograph of the 
shah on the front page of their1 newspapers 
every day. Censorship was so strict that 
such plays as. Hamlet were banned 
throughout the land, while, as the shah 
was “by naturean essentially weak charac- 
ter; he = compensated by inta with i in: 





Islam. and. Revolution: Writings and ! 
Declarations of Imam Khomeini 
translated: and annotated by Hamid 
Algar. Mizan Press, Berkeley. US$19.95. 

The Fundamental Principles and Pre- 
cepts of Islamic Government by 
Abolhasan Bani-Sadr, translated by 
Mohammad Ghanoonparvar. Mazda 
Publishers, Lexington. 

lran: Essays on a Revolution in the 
Making edited by Ahmad Jabbari & 
Robert Olson. Mazda Publishers, 
Lexington. 


AS is to be expected, the Iranian revolu- 
tion has greatly encouraged the publica- 
tion of books on Iran, particularly of those 
relevant to an understanding of the revo- 
lution. AH three books in this case have no 
pretensions about being non-partisan; all 
support the revolution while. both the 
Khomeini and Bani-Sadr books hint at the 
differences between the two leaders. ^ 
The main essay in the Khomeini book is 
the transcript of his celebrated speeches in 
1970 on: Islamic government, calling for 
political institutions defined by Islam; re- 
ligious scholars to assume direct political 
power to establish an Islamic state, and a 
programme of action to achieve these 
ends. Other items in the volume offer.a 
broad rspective on the thinking of 


the Americans recommended 





The thoughts of Ayatollah K homeini 
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The shah's megalomani pror pte 
to make increasingly extravagant, 
and he ordered a new crown, with 
jewels, crowning himself and his f. 
1967, assuming new and pompous til 
Next came the Persepolis celebration 
1972, “grotesque almost to. the 
obscenity,” which cost US$120 
By now “the shah was treating Iran as 
was his private property,” with large: 
relatives and supporters. “Persepoli 

gone to the shah’s head" and he 

"thinking of himself as the.reincar 

of [early Persian emperors] Cyr 
Darius," says Heikal. "Visitors 
leave the royal presence backwards 
similar absurdities.” The shah becam 
most rapacious barga -for an 
"which: threatened. ripple We 
economies for years to. come." Th 
no-end.to. this avarice. “Over 3 
were acquired by Iranians during 
period in. Geneva alone" and 



































religious: scholar who has been bot 
leader and the main symbol of the ы 
revolution, 


to Muslim student associations in 
America in the spring of 1974. Bani- 
vision of Islamic government combin 
ligious scholarship and more ratio 
social philosophy. 

It is, of course, teinpting to asser 
the roots of the conflict between. 
meini and Bani-Sadr can be found in 
volumes, and suitable quotati 
other evidence can be marshalled far 
ends. Pronounced intentions: ar 
ever, no real substitute for more 
analysis of the social forces within 
‘they аге embroiled. Unfortun: 
neither of these books offers us much fc 
for such reflection : 





























the other hand contains p. 


presented to a symposium in mi 


pre-revolutionary Iran and the cond 
that led to the total collapse of the P: 
dyna Although somewhat dated b 
time of p the authors co 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong 





A great wary to fly 


SINGAPORE AIRLINES 





The airline with the most modern fleet in the world, still believes in the romance of travel. 
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PROVING GROUND. 


For a computer to perform its of organizations in 6] countries on five 
wonder of wonders in the laboratory, continents. Including no less than 
under the watchful eyes of a team of — 77 of Americas top 100 corporations. 
whiz kids, is one thing. The reasons? Reliability, com- 

But to prove itself in the real patibility, advanced technology and 
world, day after day, week after week, support. And an obsessive dedication 
year in, year out, for bank clerks, airline to providing ulcer-free service. 
employees, police departments, and We might also add that our ded- 
even entire governments, is another. — ication to the Asian community is real 

At Data General, мете proud rather than rhetorical. Its backed by 
to report that since 1968 we've sold three manufacturing facilities, in Hong 


over 109,000 computers to thousands Kong, the Philippines and Thailand. 
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Before you select a computer 
company, we suggest you consider that. 

For more information about our 
sales and service and our distribution 
network in India, Indonesia, Korea, 
Malaysia, the Philippines, Taiwan and 
Thailand, contact Data General 
Hong Kong Sales & Service Lid. ог 
Data General Singapore Ltd. Pty. 


€> DataGeneral 


WE ENGINEERED THE ANXIETY OUT OF COMPUTERS. 















BREEN TE ey 
з сн 
бс ^з EE Me, 


ИК 


24 


NA 
о 


LÀ 





EN 





M 
AK) 


A 


[Neo 


л 


р 
SE 
` 


Nuns outside church in Da Lat; street sleepers in 


VIETNAM 


The bamboo gulag 


Thousands detained in 1975 are still held in re-education camps 
where rations are meagre and medical care is lacking 


By Della Denman 


Ho Chi Minh City: Vietnamese Foreign 
Minister Nguyen Co Thach’s offer to re- 
lease all detainees in re-education camps 
in Vietnam for resettlement in the United 
States appears to be a bluff. Thach has im- 
plied that would be an all-or-nothing ar- 
rangement, perhaps knowing that the US 
would have to assess each case separately. 
Apart from the fact that there are some 
criminals in the camps whom Washington 
could not take, it is improbable that Viet- 
nam would produce lists of all detainees 
for investigation. 

The US has said it could consider all 
those who qualify under the United Na- 
tions-sponsored Orderly Departure Pro- 
gramme set up to discourage the exodus of 
boat people. But only about 1,000 Viet- 
namese a month leave through the pro- 
gramme. The Vietnamese authorities do 
not clear any more due to the lack of ad- 
ministrative resources. Although the US 
target for the programme is 1,000 a 
month, it receives only about 500. The rest 
go to other countries, And few, if any, 
come from re-education camps. 

The number in re-education camps is 
difficult to gauge: tens of thousands were 
detained after the communist takeover in 
the south in 1975 and estimates of those 
still held without charge or trial range 
from 20,000 to as many as 200,000. There 
appear to be at least 50 camps each hold- 
ing 500-5,000 people. The London-based 
human rights organisation Amnesty Inter- 
national, which has denounced the policy 
as a curtailment of civil liberties, was told 
by the Vietnamese Government last year 
that the camps held 20,000. Other sources 
believe the figure is much higher. 

Those rounded up after the communist 
victory comprised government officials of 
the former American-backed Nguyen 
Van Thieu regime, officers of the million- 


strong South Vietnamese army and police, 
Roman Catholic and Buddhist army chap- 
lains and hundreds of others associated 
with the US. Many junior civil servants of 
the pre-1975 administration were released 
after three years along with a category cal- 
led professional scoundrels — prostitutes, 
black marketeers and petty thieves. Other 
batches of prisoners have been freed 
since. 

At least 200 Roman Catholic priests and 
many Buddhist monks are still being held. 
Both religions, traditional centres of poli- 
tical opposition under former regimes, 
have come under pressure since 1975. 
Church property has been confiscated, 
priests restricted in their movements, and 
monks accused of anti-government activi- 
ty. The authorities recently tried to bring 
the various Buddhist sects under the con- 
trol of the government by setting up a new 
unified church. 


Д class of re-education сатр 
exists for people caught trying to es- 
cape by boat. They are usually in coastal 
provinces and detainees are held for pe- 
riods ranging from two months to two 
years. "The government is not worried 
about people leaving apart from the fact 
that it harms Vietnam's image abroad," 
said one government official. "These 
camps are to show that it is not encourag- 
ing the flow of refugees." 

The camps are described by former in- 
mates as barracks of rough mud-walled or 
bamboo huts surrounded by brick walls, 
barbed wire fences, or trenches. Watch- 
towers and searchlights are set at corners 
and the compounds are patrolled by 
armed guards. The detainees work about 
eight hours a day clearing forest, cutting 
trees, digging canals and farming. Those 
with skills do carpentry or masonry. 





The camp diet consists of manioc, sor- 
ghum and vegetables with little or no rice, 
fish or meat. Inmates are permitted family 
visits and food parcels every month or so 
— without which some have said they 
would have died. No Red Cross visits have 
been allowed. 

Former inmates who have fled Vietnam 
maintain that one of the worst aspects is 
the lack of medical care and supplies. In 
Ben Gia camp in Cuu Long province half 
of the inmates last year had malaria. In 
Ben Gia, as in other camps, many prison- 
ers have reportedly died of disease, mal- 
nutrition, and exhaustion, a few from 
punishments, they said. In some cases 
men have been treated brutally, beaten, 
or had food rations cut. The former in- 
mates also said that detained army officers 
were shackled overnight or locked in a 
dark cell. Those who have tried to escape 
have often been shot dead, they added. 

Some sick, elderly or well-behaved pris- 
oners have been released, often at Viet- 
namese holidays. More commonly there- 
leases depend on bribes being paid to 
camp commanders or on family connec- 
tions with high-ranking government offi- 
cials. Vietnam's National Assembly was 
asked in April to set a final date for the re- 
lease of those still held. Its reluctance to 
do so stems largely from suspicion. Twice 
in two years groups of army officers freed 
have tried to set up subversive organisa- 
tions, meeting secretly in churches and 
distributing leaflets. Each time they were 
suppressed. 

“We released people too early,” said a 
senior government official. "Those in- 
volved were arrested, some were sent 
back to camps, others to prison which is 
far tougher. The reason people are still 
being held is because they have not re- 
formed." 

Detainees who are released go through 
a probing period varying from six months 
to a year. During this time they have no of- 
ficial status and no registration papers so 
they cannot apply for jobs or exit visas. 
They have no access to government food 
rations and no right to send their children 
to school. Many move to the cities in the 
hope of finding work. They end up selling 
cigarettes, repairing bicycles, or driving 
pedicabs and sleeping on the streets. 
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Japanese destroyer on patrol: a depth of deterrence. 


more cooperation from Japan: air de- 
fence, anti-submarine warfare and coastal 
defence, along with better command-con- 
trol communications, are the main areas 
recommended for improvement by the 
American side. 

At the end of the five-year plan, the 
maritime Self-Defence Force (SDF), 
Japan’s navy, would have 178 vessels 
totalling 320,000 tonnes, and 185 aircraft, 
including 72 PC3 Orions. The air SDF 
would have 138 F15 fighters, 58 F1 fighters 
and 35 other aircraft. The ground forces 
would have 1,314 tanks, 418 aircraft and a 


and a younger leftwing civil-rights lawyer, 
George Rosenberg. They insisted that 
most Western Samoans were New Zea- 
land citizens. 

They based their case on two New Zea- 
land acts of 1923 and 1928 which incorpo- 
rated into New Zealand law parts of a 
British statute of 1914 which declared any 
person born “within his majesty's domin- 
ions and allegiance” to be a natural-born 
British subject. The New Zealand acts de- 
clared that the British act was to apply to 
the Cook Islands and Western Samoa as if 
they were part of New Zealand. 

In two cases the New Zealand Court of 
Appeal ruled that the 1920s acts applied 
only to naturalisation of aliens resident in 
Western Samoa and the Cooks. But on ap- 
peal of the second case to the Privy Coun- 
cil, that decision was overturned. On July 
20 the council ruled that the 1920s acts 
conferred British subject status and thus 
now full New Zealand citizenship on 
Western Samoans born between 1924 
(when the first act came into force) and 
1948, when superseding New Zealand 
citizenship legislation came into force. 
Children born of those Western Samoans 
have the same rights. 

This includes most Western Samoans. 
Estimates have ranged from 100-160,000, 
a number that New Zealand's 3 million 
population would find difficult to ab- 
sorb. The fear, however, is not of all 
these coming — clearly they would not, 
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variety of other weapons. systems. The 
maritime SDF would account for about 
40% ‘of total weapons spending, the air 
SDF for 32% and ground forces for 28%. 
Ordinarily, some 40% of Japan’s total de- 
fence budget is spent on personnel costs, 
32% on logistics and 28% for purchases of 
major equipment. The last ratio is ex- 
pected to rise during the new five-year 
plan. 

US military officials want Japan's de- 
fence capability to be strong enough, in 
the words of one senior American officer 
in Japan, “to resist intimidation and politi- 


just as not all Cook Islanders, with abso- 
lute right of entry, have not. Nor is it that 
many would come — some 4,500 tempo- 
rary permits are issued a year. 

It is that it would be difficult to control 
the number who would come and that the 
flow would negate attempts to limit un- 
employment. Some 60,000 Western Sa- 
moans already have full rights of resi- 
dence. There are an estimated 1,500- 
2,300 overstayers not yet brought to court. 

The issue has international ramifica- 
tions: New Zealand citizens have an abso- 
lute right of residence in Australia and the 
Privy Council decision would seem to con- 
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ably coercion by the Soviet Union. 


American officials also strongly recom- _ 


mend much greater capability by Japan in 
defending lines of communication up to 
1,000 nautical miles from Japan. Many Ja- 
panese have interpreted this to mean the 
sea lane used by oil tankers from the Gulf, 
which stretches from the Japanese ar- 
chipelago into the South China Sea and 
through the Straits of Malacca. | 
However, the American side has a 
much larger area in mind. “We want a 
depth of deterrence [by Japan] along the 
broad axes of approach routes into 
Japan," explained the officer, “an arc from 


the central [Japanese] land mass of the - 
home islands." He said these lines would — 


not extend south of Taiwan or as far as 
Guam. 
This defence posture would require even 


more substantial use of aircraft, including | 


P3Cs and E2Cs for surveillance and 
Е15$ for air cover, and a variety of surface 
vessels to patrol the northern Pacific, the 
South China Sea and other waterways. 


It remains unclear whether the new - 
five-year plan reflects the US military's — 
perception of whatis entailed in MX 
the sea lines of communication up to 1, " 
nautical miles. Whatever the case, many | 
Japanese leaders now believe they have a _ 


reason — American pressure — to be- 


come much more active in improving the - 
nation's military capability. The JDA's - 


Haruo Natsume said: “Despite the aus- 
tere financial condition of Japan, we have 
taken a rather bold and courageous step 
with this plan.” ш 


———————————_—_———_ 


fer that right, too, on the Western Sa- - 


moans. Australian Minister of Immigra- 
tion John Hodges has raised the possibility 


that Australia may need to impose some — 


restrictions. 

In Western Samoa, fully independent 
since 1962, the decision has been greeted 
with mixed feelings. Western Samoans in- 


sist that they have never owed allegiance | 
to any other country — which would mean - 
that in their eyes at least they were not | 
British subjects. The Western Samoan - 


Government may have recourse to its own 
existing citizenship legislation to deny 
dual citizenship. ш 


Old established textile importer and distributor — representation Austra- 
lia wide — very profitable — turnover in excess of $(A) 2 million. 


Well appointed premises in central location. 
Substantial imports from Japan. 
All enquiries to: 


Harari and Lowenstein 
39 Wellington Street 
Windsor 3181 
Australia 
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hapës that a new defence plan will enable 
fend lines. ot communication 1,000 miles away 


from US efforts to offset its trade deficit 
with Japan by selling billions of dollars in 
military equipment. But the most contro- 
versial part of the programme will be the 
likelihood that the level of defence spend- 
ing willexceed —by Japanese calculations 
—. 1% of.GNP. (When figured by Nato 
standards, which. include pensions and 
survivors’ benefits, Japanese defence 
spending is already 1.3-1.4% of GNP.) 

Japanese Defence Agency (JDA) offi- 
cials: estimated total defence spending 
during the five-year period at  15.6-16.4 
trillion. Using a projected real growth rate 
of GNP during the period of 5.1%, the 
JDA said total outlays for defence would 
be 0.97-1.02% of GNP. Since most | 
conomists believe Japan's real rate of 
rowth will not reach the government's 
target, it seems inevitable that defence. 
spending will surpass 1% of GNP, proba- 
ly during fiscal 1984 or 1985. 






vards i improving 
ity, the National 










se аен spending d dür- 
bove the government's 
9o of the country’s 






| arp 
ain whether the: Быга pin will 
fy ikea пейш Бу the United 


apte five fise y 

ril 1; could be changed by 

of Finance constraints or dome 

"interest groups, it will be 

int for Japanese spending on mil ' 
hardware for much of the decade.: -The JDA has asked for an increase of 
lan's critics and supporters alike - about 7,395, in inflation-adjusted terms, 
find much to argue about inits propos- in its budget for the fiscal year beginning 
including a strong suspicion. among Ja- “next April 1. Agency officials declined to 
ese opposition political parties thatthe | estimate what level of increase would be 
-up's rationale stems in large part | Becessary in each fiscal year to reach pro- 























| British-protected kingdom of: 


ra s Privi Council ru rig. г f 
ney are entitled to New Zealand тато! 


Britain began to harmonise some of its 
laws with those of Europe inthe context of 
the European Economic Community — 
the undérlying base of British common 
law madê the council an appropriate body 
of final review. 

As such it has sometimes, overturned 
decisions of the New Zealand Appeal 
Court. But none have gone as close to the 
heart of the country's sovereignty as the 
decision on the Western Samoans. It 
poses the question whether an essentially 
foreign court should be able to decide an 
issue touching on such.a fundamental mat- 
ter as the right to citizenship. 

During the 1950s and 1960s, as a pros- 
perous and expanding economy, New 
Zealand attracted many Pacific islands 
migrant workers, who mainly took low- 
skill jobs in developing secondary indus- 
tries. This was particularly so in the case of 
the Cook Islands and Niue, which are in 
free association with New Zealand; To- 
kelau, which is administered by Wellington; 
Western. S: 


i CEN that тше most 
amoans New Zealand citizens: 


th countries which retains a right of 
cal from Ls courts to te “чы Coun- 





) ghts having been 
ished for federal courts in 1975. 
e right of appeal is a hangover from 
lonial days when London thought it was 
ary to retain an oversight over the 
ping judicial systems in. colonies 
ich were; after all, applying British law. 
though divergences have developed be- 
tween the legal systems of former colonies 
i -particular f 



















| ism that it has jumped on Such a right- 


| fence capability. The report, according to - 


| neglected defence while holding: resources 


ing good times, which had enabled many 


that t punted by-one of New Zealand’ 5: 


ауегарей slightly more tha | 
but the ratio dropped as total Jap 
output soared. A series of cabinet. de 
sions during the 1970s, based on public re-- 
sistance to excessive increases, kept the 
level below the -1% mark. Until last. 

















| week's plan was announced, Prime Minis- 


uzuki's cabinet зеепей com- 
e ceiling. 
Despite some domestic oppositio 

stage is now set for Japan's military to re- 
ceive more of the funding. required to. : 
meet US expectations for Japan's gradu“ 
ally expanding role in “defence: Th 
Mainichi Shimbun newspaper. reflecte 
general press sentiment about the bu 
up: “Military spending has a self-bleed 
nature. Once the rein is let loose, it Ww 
continue expanding endlessly, as evi- 
denced by our experience in the past. .. 
the government cannot escape the ctitic- 
























wing tide." 










ven as the plan was unveiled; the US ~~ 
s Defence Department released a report 
criticising Japan for failing to match its 
economic performance with greater de- 












the Kyodo News Service, said Japan has - : 


in reserve to fuel its economic ability. ^ ^ 

The plan could help mute such criti. 
cism. It stresses several areas in which the 
US military establishment has sought © 


New Zealand in 1919, sind 




























During the 1970s, however, as the econ- 
omy contracted in the post-oil-shock re- 
cession, pressure developed to hold back 
the flow and thus check unemployment. 
Those islanders who did nothave automa- 
tic citizenship rights (as do the Cook is- 
landers) and had not obtained formal per- 
mission to live in New Zealand faced de- 
portation. Actions against overstayers 
were mounted in 1975 and 1977. 

The methods used dawn raids апа ©. 
random street checks on people with 
brown skins — caused a fierce public out- 
cry, not least among indigenous Maoris 
who were stopped by insensitive officials. — 
Gentler methods have sincé been used; ^. 
though not always overly gentle: the im- 
prisonment to await deportation of a Ton- 
gan woman on July 18 brought an indig- 
nant reaction from an^ embarrassed 
cabinet when made public two days later . 
because the woman had been separated 
from her child she was breast feeding. 








he overstayers outcry was fuelled pärt 
ly by a blind-eye attitude to them dur- 










to set up homes and settle into steady 
work over a number of years. Tosome the 
crackdown seemed unjust and legal bat- 
tles began. The most ingenious route was 
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of "the rugged society." The benevolence 
shown towards Jeyaretnam in parliament, 
however, is nowhere interpreted as a sig- 
nal that his presence has been accepted. 

"They are still determined to get rid of 
him," an experienced political analyst 
maintained. “But this must be done demo- 
cratically — and they will try to show him 
as ineffective." Some recent political 
speeches, continuing a campaign 
launched earlier this year to discredit the 
notion that an opposition presence is 
needed, appear to support this. 

Apart from the considerations of image 
and public response, the sparing of 
Jeyaretnam suggests that the PAP does 
not yet feel it is prepared to contest 
another by-election in Anson. A number 
of by-elections had also been planned in 
other constituencies prior to Jeyaretnam’s 
election but, after several postpone- 
ments, they now appear to have been put 
off indefinitely — though the government 
is thought to remain anxious to hold them 
when the time is judged propitious. 

ET ЛЕ ттс Ry Iw mc c ST 


six criminal charges pending against him. 
The Phey affair has left many unanswered 
questions. But these have little directly to 
do with the structure Jeyaretnam, a demo- 
cratic socialist, would like to change. 

The overall impression left by the de- 
bates in March is that Jeyaretnam was re- 
duced to sniping (and rather haphazardly 
at that) at the edges of the power structure 
rather than presenting what he would 
have liked to have been a credible alterna- 
tive to it. This was true even on the issue of 
wealth distribution — which is central to 
the WP platform and was an explicit issue 
in the Anson campaign. 

More than a few observers have won- 
dered aloud as to the vehemence of the 
PAP's attack on Jeyaretnam in parliament 
four months ago. It cannot have been due 
to any perceived threat from Jeyaretnam 
— a man of intelligence but with too little 
experience and too few political and 
economic tools at his disposal. The obvi- 
ous conclusion is that Jeyaretnam has 
been selected as an object lesson to dem- 
onstrate that credible opposition in "the 
rugged society" requires more than a com- 
mitment that comes essentially from the 
heart. 

Indeed, for some observers, the govern- 
ment's concerns appear to be more for the 
judgment of its electorate than for the 
very manageable level of opposition 
which voters have thus far delivered to 
parliament. Parliament's decision to with- 
draw a legal motion against Jeyaretnam 
two weeks ago seems to support this. Prior 
to the Anson by-election, in fact, some 
senior members of government are said 
reliably to have urged the installation of a 
half-dozen carefully chosen. opposition 
MPs. This would have lent still more cre- 
dibility to the argument that the ruling 
party is not fundamentally opposed to a 
parliament that echoes with the sound of 
more than a single voice. 

— PATRICK SMITH 
ETAL OTS ST шыш: а 
FAR EASTERN ECONOMIC REVIEW e AUGUST 6, 1982 
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he British Defence Ministry's hon- 

ours and awards committee is cur- 
rently examining field reports and re- 
commendations on acts of bravery dur- 
ing the Falklands conflict. It is under- 
stood that six men are being considered 
for the Victoria Cross. 

Queen Victoria decreed that “neither 
rank nor long service nor wounds, nor 
any other circumstances or condition 
whatsoever, save the merit of conspicu- 
ous bravery” would entitle anyone to the 
VC. In World War I, 634 VCs were 
awarded; in World War II, 182. The 
biggest number for one action — 11 — 
went to the (mostly Welsh) defenders of 
Rorke’s Drift in the Zulu War in 1879. 

To my surprise, I learn that only one 
VC-holder is now serving in the British 
army — not surprisingly, a Gurkha, 
Rambahadur Limbu, who won it in the 
jungle war against Indonesia in the mid- 
1960s. Sadly, there is no 
Gurkha among the six men now 
being considered; unusually, the 
Gurkhas arrived in the Falk- 
lands with the second wave of 
troops rather than the first. 

I had the honour of covering 
front-line operations by the 
Gurkhas in North Africa dur- 
ing the campaign against Rom- 
mel in World War П and in 
Borneo during the 1964-65 
Confrontation. The kindest 
killers in the world (their fa- 
vourite weapon being their 
curved knife, the kukri), the 
little, brown Gurkha tribesmen 
come from the flowery foothills 
of Himalayan. Nepal and are 
the most popular garrison 
troops in Hongkong. 

They have served a foreign 
cause with unquestioning loyalty, in- 
stinctive discipline and deadly heroism 
for nearly 170 years. Happy family men 
and happier warriors, they have fought 
against every British foe since 1815. 
Their first battle honour in partnership 
with the British was the capture of the 
great fortress of Bhurtpore — or Bharat- 
pur — in 1825. They raced the British 
grenadiers to the breached gates. The 
British cheered them. The Gurkha reply 
became immortal: “The English are as 
brave as lions; they are splendid sepoys, 
and very nearly equal to us.” 

Gurkhas are gently homicidal, warm- 
hearted and hot-blooded. Unlike many 
Asians, they have a rich appreciation of 
irony. They find it almost impossible to 
lie, but delight in misleading stupid or 
condescending foreigners. I once heard 
an arrogant new foreign-devil arrival ask 
a Gurkha officer in Hongkong’s New 
Territories whether he beat his wife. “Of 
course,” the major replied, “and with 
my kukri, you can be sure.” 
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Gurkha of 1895: kind 
killers. 
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They like strong liquor and they can 
carry it. Duty-free rum is their army ra- 
tion; at home they have a grain beer call- | 
ed janr and an explosive spirit called 
raksi. They would as soon gamble as eat 
— if their panchayat, or stern battalion | _ 
council of five senior officers, would per- | | 
mit them to do so. | 

At the battle of' Wadi Skarit in 
Tunisia, I had the grisly experience of 
following the 1943 descendants of the 
original Gurkha Rifles after the blood- 
curdling night assault on the towering 
Rassez-Zouai rampart. Several startled- 
looking Teutonic heads littered the 
rocky defiles beside recumbent headless 
bodies, apparently wearing crimson 
barber's neck-towels for haircuts and | 
shaves which would never again be 
necessary. But the Gurkhas, relaxed, 
spotless, hospitable and smiling, had. 
supplemented their orthodox tea-rum- 

rice-fish breakfast with hard- | 
to-get eggs for us sahib guests. | - 
And the only unsheathed kukri | 
I saw was being used deftly to 
peel potatoes. (The legend that 
a Gurkha must draw blood 
whenever he unsheathes his 
kukri, and so ceremoniously 
nicks his finger if he has| - 
unaccountably failed to nick | _ 
or decapitate an enemy, is 
untrue.) ET 
1 celebrated my 58th birth- | - 
day at a Gurkha outpost in 
Borneo in 1964 with some old | 
friends from the 8th Army of |" 
1943. 1 accompanied an Aussie | _ 
major, serving with the Gur- | 
khas, on a night inspection ofa | _ 
forward post, hidden among | - 
swamp mangroves on the | 
Tawau front. A young Gurkha, 
evidently ill, was lying on the earth floor 
of a dark, rain-soaked hut. We carried. 
him to our Land-rover and drove him to | 
a hospital, where he was received with E 
stony silence by three other sick Gur- - 
khas in a whitewashed ward, The major | 
explained to me that the silence was | - 
eloquent evidence of the suppressed fury 
of the four men: “They аге all | 
furious. No Gurkha will ever admit he | | 
is sick." 






















































































І asked if there was ever resentment | | 
when a Gurkha suspected of being sick | —— 
was sent to hospital — resentment either 
on his part because he did not believe he 
was sick, or among others of his unit who. 
might feel that treatment was unneces- 
sary. "Good God, no!" the Aussie major | 
replied, goggling. “Every Gurkha knows | — 
that whatever his officer — Gurkha or 
British — decides and orders must be 
best for the unit and himself. No Gurkha 
would ever doubt an officer's order." 

“Ayo Gorkhali!” remains the war-cry: 
"The Gurkhas are upon you!" 




















fers was extended after the | house had 
. voted to accept the motion. : 
Indeed, well placed sources here say the 
decisiori to withdraw the motion was prob- 
ably made at the highest levels of govern- 
ment and represented the moderating in- 
fluence of the republic's senior leaders. It 
is pointed out, for instance, that Barker 
would not have led the effort to retract the 
motion without the approval. of Prime 
Minister Lee Kuan Yew, with whom he 
has had a long and close association. 

“It was a sensible political decision rep- 
resenting the older generation’s ability to 
learn from past mistakes," one source 
said. This was a specific reference to the 
defeat of a PAP parliamentary candidate 
in the early 1960s by Ong Eng Guan, a 
politician who split from the PAP to form 
his own party. PAP leaders are thought to 
have very much underestimated Ong's 
popularity. 
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' ment's capacity to act with Confuci an be~: 


de-emphasise | 


younger leader: al | 
generation — le earing attack оп: 
Jeyaretnam intended to demonstrate the 
ineffectiveness of an opposition prese 

in the Singaporean context. Jeyaretnam 
appeared then to have gained further in 
popularity among some voters out of a 
Singaporean sense of sympathy for un 
dogs. Although this response was far from 
universal, the decision to withdraw a tech-. . 
nical motion against Jeyaretnam reflects 
both a concern that such sympathy for ор- · 
position candidates not be advanced 
further and to demonstrate the 
























nevolence. 
„Моге broadly, there has been а 






recently to show itself as h r 
tentive to individual probl 
the party's 












ee UNE D NINE 


A sniper in the house 


| Jeyaretnam disappoints as he hits at the edges of the power 
structure but presents no credible alternative to the PAP 








































covering the 10-day sitting in March on 
Singapore's national budget for the cur- 
rent fiscal year have only recently come 
from the national printers. These describe 
| | the first lengthy session with an opposition 
| voice in a parliament which has been with- 
| out one since the mid-1960s. More than 
this, they reveal a fundamentally decent 


the Asia Yearbook part of your Review |. and democratic man struggling unsuccess- 


. Simply tick the relevant space in^. 
upon below and automatically receive the 
k. It gives.you Asia minus the mystery.” 
Us the myth. A country-by-country survey of 
Everything from Finances & Currencies to 
and Social Affairs. The only single 


| tive political action. And they reveal a rul- 
ing party that clearly places a higher value 
on effective, efficient and vigilant admin- 
istration than it does on the institutions of 
Western democracy. 

Jeyaretnam’s shortcomings — and 
those of his Workers’ Party (WP) and 
other opposition groups — are clearly the 
result of numerous factors. Any opposi- 
tion movement here must first confront 
the fact that politics and current affairs 
have never been taught in Singaporean 
schools and therefore are never debated 
— other than occasionally in televised 
school debates which take place in a 
clearly controlled atmosphere. 

This means that even voters here who 
have some education — many of those in 
Jeyaretnam's Anson constituency have lit- 
tleor none — are likely to be relatively un- 
sophisticated in their political views. 
There is also the partly related fact that 
Singapore's radio and TV aré controlled 
completely by the government — which 
also exercises indirect control over the 
print media. | 

There are other, more specific consider- 
ations. Inadequate financial resources is 
one. On June 3, the WP’s bank account 


ver U$$13.95 or HKS79. 50 (or the 

uivalent in. local currency) Add -the 
'arbook cost to your subscription rate shown 
ve, and send the total, with.the completed 

















Singapore: The parliamentary reports | 


fully to translate these qualities into effec- . 





was placed under the official receiver's 
jurisdiction, revealing a balance оѓ 
S$18.47 (US$8.70). The party said in a let- 
ter to supporters that it had debts of more 
than $$50,000. But the list goes on from 
there: the party has virtually | no research 
staff and too few full-time party workers 
— and has had no real political exercise 
for nearly two decades. Nowhere was this 
last consideration more evident than. in 
parliament four months ago, where it was 
painfully cléar that Jeyaretnam was a 
stranger at the party. 


here was disappointment in Jeyaret- 
nam's parliamentary performance even 
among those who actively supported him 
or were willing to make all possible allow- 
stances. For one 
thing, he chose his ground badly — and 
has paid for it. Rather than focus on a ` 
single issue which is firmly rooted in gov- 
ernment policy — housing and the price of 
government-built flats, for instance = 
Jeyaretnam chose questions that. hadthe . 
appearance of tending towards the sen- 
sational and were easily turned apa st i 
him. 
For Ur reasons they were 
brought up, the World War I activities of. 
S. R. Nathan, now executive chairman 
The Straits Times and lóng close t 
PAP's senior leadership, cannot be consi- .. 
dered an issue worth raising by a minority ` 
of one in a 75-member house. N nc 
Jeyaretnam's call in an earlier sitting (ога 
commission of inquiry into the loss 0 
trade union funds and the appare 
lated case of Phey Yew Kok, ae 
i ; | 1979 

































Another cloud over Sino-French rela- 
tions are recent French moves, inter- 
preted by Peking as indicating that France 
seeks a possible rapprochement with 
Taiwan. Noted in particular was the pre- 
sence at a banquet in honour of a 
Taiwan delegation in Paris of the trea- 
surer of the Socialist Party. But Paris has 
no intention of going back on its one- 
China policy established in the 1960s by 
then president Charles de Gaulle. As for 
trade, France has suffered as have other 
trade partners of China, from the cutback 
in Chinese imports and the cancellation of 
signed contracts. The situation seems to 
have slightly improved in recent 
months. 

It is obvious that, in some ways, the 
French socialist government has neglected 
China. Cheysson wishes to put an end to 
what Paris now sees as an abnormal situa- 
tion and develop a dialogue with China 
which, like France, is a permanent mem- 
ber of the United Nations Security Council 
— on all important world problems. The 
French communists have taken advantage 
of the down-turn in relations to try to 
strengthen relations with Peking — in 
parallel with Moscow's efforts to improve 
relations with China — and French Com- 
munist Party secretary-general Georges 
Marchais is to visit China before the end of 
the year. 

The other pole of French policy in Asia 
is Japan, to which Mitterrand made an of- 
ficial visit in April. He stressed the need 
for a dialogue with Tokyo at the political 
level. His visit, the first by a French head 
of state, was a political success. But it re- 
mains to be seen if bilateral cooperation 
can develop on a basis of equality and re- 
ciprocity, as Mitterrand suggested, and if 
the Japanese can soften the economic em- 
phasis in their approach to foreign rela- 
tions and give more place to political fac- 
tors. 

A major seminar was held in May in 
Paris to define guidelines for French dip- 
lomacy in Asia and the Pacific. Eleven 
ambassadors — including those posted to 
Washington, Moscow, Peking and Tokyo 
— the high commissioners in the French 
overseas territories of New Caledonia and 
Polynesia, 10 ministers and high-ranking 
civil servants took part in week-long exer- 
cise which was concluded with a two-hour 
meeting with Mitterrand. 

What emerged was that France had to 
be present politically and economically in 
the two areas if it wanted to remain a 
major world power. Paris believes it has a 
role to play, if not alone, at least as part of 
a European Economic Community ef- 
fort. 


The visits made by French officials to | 


most of the countries of the area and those 
planned — such as Prime Minister Pierre 
Mauroy's to Malaysia and Jobert's to Aus- 
tralia and New Zealand — and official 
calls in Paris, such as those by Thai Pre- 
mier Prem Tinsulanond and Vanuatu Pre- 
sident George Sokomanu, are the best 
evidence of this determination to play a 
greater role. But, so far, the initiatives 
have not resulted in any comprehensive 
policy. Hl 
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SINGAPORE... . .. 
Martyrs are 
dangerous 


Worried about image, the PAP 
adopts a benevolent attitude 
to a parliamentary underdog 


By Patrick Smith 
Singapore: Parliament’s decision late last 
month to drop а breach-of-privilege 
charge against the republic's lone opposi- 
tion MP has left many political observers 
— as well as the MP, J. B. Jeyaretnam, 
himself — more than slightly surprised. 
The ruling People's Action Party (PAP), 
which has held all 75 seats in the single- 
chamber house since the mid-1960s, has 
made no secret of its discomfort at 
Jeyaretnam's presence since he was 
elected in the Anson constituency last 
October. 

Two breach-of-privilege motions put 


| forward during debates on the budget in 


March were thus widely viewed as the 
means by which the Workers’ Party 
member was eventually to be removed 
from parliament. Now the PAP appears to 
have backed off — a tactical move, politi- 
cal sources agree, which principally re- 
flected the party's increasing concern with 


its public image. 


Both motions against Jeyaretnam 
charged him with failing to declare an in- 
terest in private law cases which could 
have been affected by parliamentary de- 
bates in which he took part. One such de- 
bate related to residence visas for foreign 
wives of Singaporean citizens; the other 
had to do with the adequacy of medical 
testing for accused drug addicts. Although 
Jeyaretnam has acknowledged that his law 
firm has handled related cases — and that 
to varying degrees two such cases are 
pending — he has denied on legal grounds 
that he was guilty of breaches of privilege. 

The motions differed in the way they 
were handled. Several weeks ago parlia- 
ment’s privileges committee met to con- 
sider the motion concerning medical 
testing. It has yet to make a recommen- 
dation to parliament, but a finding against 
Jeyaretnam could result in a suspension 
from the house. The other motion called 
for parliament to refer the allegations to 
the Attorney-General's Office for consid- 
eration of court proceedings. If found 
guilty, Jeyaretnam could have faced a jail 
sentence of two years or fines of up to 
$$5,000 (US$2,364), or both. This mo- 
tion, however, was the one withdrawn at 
the parliamentary sitting late last month. 

The move was highly unexpected, and 
much has been made in the local press of 
an apology by Jeyaretnam to the house as 
the basis for the motion's withdrawal. This 
appears, however, to have been princi- 
pally a matter of face. It is clear to most 
political observers that a decision to re- 
tract the charges was made before the con- 
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DIPLOMACY 


Travel broadens the mind 


Mitterrand’s government rediscovers Asia and seeks a new role 
there, but problems cloud links with both Seoul and Peking 


By A Correspondent 

Paris: France is steadily expanding its re- 
lations with Asian nations and over the 
past year there has been ап unpre- 
cedented number of official visits by 
French cabinet ministers and officials to 
Asia. President Francois Mitterrand has 
set the pace — he was in Japan in April, is 
expected in India in November and is also 
to visit China next May. He plans to 
go to Indonesia next year and may con- 
sider visiting South Korea. 

But though this renewed interest in 
Asia has been welcomed, old problems 
have not vanished and new ones have 
arisen. External Relations Minister 
Claude Cheysson was set to have first- 
hand experience of this during his five-day 
visit to China early this month and sub- 
sequent visits to South Korea and India. 

The toughest bargaining will certainly 
be in Seoul. South Korea is an important 
commercial partner of France and a ruth- 
less competitor. But President Chun Doo 
Hwan's administration is worried at the 
prospect of a possible recognition by 
France of North Korea. South Korean 
Foreign Minister Lee Bum Suk made this 
clear when he said on July 16: *France 
should not recognise North Korea hastily 
because of the economic cooperation de- 
veloping between, Paris and Seoul." 

Other South Koreans have said more 
bluntly that some economic contracts — 
especially those for the construction of 
two nuclear power plants — were more 
political than economic and have hinted at 
commercial retaliation if Paris and Pyong- 
yang exchange diplomatic missions. For 
the moment, North Korea has only a trade 
mission in Paris. 

Once a major trade partner of North 
Korea — second only to Japan — France 
is now more attracted to what French 
businessmen see as efficient, hard work- 
ing South Korea. The economic and poli- 
tical problems which Chun is facing have 
yet to dampen this optimism. France, 
threatened like other countries in the Or- 
ganisation for Economic Cooperation and 
Development with unemployment, does 
not want to allow opportunities offered by 
South Korea slip by. 

This is probably the reason for the ges- 
ture by the senior communist minister in 
the government, Transport Minister 
Charles Fiterman, who went to the South 
Korean Embassy earlier this year to at- 
tend a farewell party for Seoul's ambas- 
sador. France is hoping to sell to South 
Korea its new high-speed train to link 
Seoul with Pusan for the summer Olympic 
Games in 1988. 

These potential contracts have made 
France more vulnerable to any South Ko- 
rean retaliation in the event of recognition 


of the North. Pyongyang hoped very much 
to obtain this recognition after Mitter- 
rand's election last year. In February 
1981, when he was a presidential candi- 
date, Mitterrand visited North Korea. 
But, so far, no decision has been taken. It 
is obvious that France intends to recognise 
the division of the Korean peninsula. 
However, there is opposition in some 
French quarters to such a move. 

This non-recognition of the North by 
Western countries and of the South by the 
communist world remains one of the 


hangovers from the Cold War. In 1973, 
then foreign minister Michel Jobert advo- 
cated joint recognition of the two Koreas 








Cheysson: first-hand experience. 





by the two blocs. Jobert, who is now trade 
minister, is expected in Seoul soon. 

Early in June, Cheysson said: *North 
Korea? This country exists and we should 
one day have normal relations with it. 
Some countries as revolutionary as Swit- 
zerland or Denmark have established re- 
lations with the two Koreas." But he did 
not specify when such a move could be ex- 
pected. Seoul's obvious worry is that, if 
France were to normalise relations with 
the North, it might be followed by other 
Western nations. But the North is not 
happy either at France's lack of en- 
thusiasm about recognising their regime. 
“Is this the French Left?" one North Ko- 
rean in Paris was quoted as saying. 

As expected, Cambodia figured high on 
the agenda of Cheysson's talks in Peking. 
At à banquet he called on China to use its 
authority to bring about peace in In- 
dochina. France is pushing for a political 
settlement in Cambodia and has wel- 
comed Hanoi's proposals such as a unilat- 
eral withdrawal of troops (REVIEW, July 
16). But, French analysts note, Peking 
continues to pursue its policy of punishing 
Vietnam and sup- 
porting the Khmer 
Rouge. 


heysson also 

offered French 
help in developing 
China and pointed 
up the special ex- 
perience which 
France had in such 
fields as nuclear 
energy, oil re- 


search, transport 
and agriculture. 
He maintained 
that there were 
vast possibi- 
lities for Sino- 
French coopera- 
tion. Cheysson 


disclosed in Pe- 
king that Mitter- 
rand would visit 
China next May. 

The French position on Cambodia has 
been criticised by Peking as was Paris' de- 
cision in January to give limited food and 
financial aid to Hanoi. The French ap- 
proach is misunderstood not only in 
China, but also in some Asean countries 
which tend to think Paris is cutting the 
ground from under their feet. Presidential 
adviser Regis Debray toured Southeast 
Asian countries in February to try to reas- 
sure them and to convince them that 
French policy, in trying to woo Vietnam 
away from the Soviet Union to some de- 
gree by diplomatic and economic means, 
could help to obtain a peaceful solution 
and to avoid confrontation. 

From the French point of view, a solu- 
tion to the Cambodian егіѕіѕ would re- 
quire a situation acceptable to Hanoi, but 
also the withdrawal of Vietnamese troops. 
Such a solution, the French say, would al- 
most inevitably involve Prince Norodom 
Sihanouk, who seems to be less unaccept- 
able now to the Vietnamese. 
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of place, though its 


people are capable of individual acts of 


great warmth and generosity — not en- 
tirely confined to large donations to the 
Community Chest by: publicity-con- 
scious hongs and to the equally public 
patronising support for various charities 











by local ladies bountiful. Hongkong has 
even found its way into the Guinness 
Book of Records for the greatest amount 
of money raised by the masses of people 
who. “walk for a million,". and the 
money-mad ‘majority are leavened by 
many, of many races, who work hard — 
free or for a pittance — to relieve the 
misery of others. 
© But heartlessness is alive and well. 
Whenever I have talked over their im- 
pending retirement with expatriates who 
are reluctant to return to the lands of 
their birth partly because of the real af- 
fection they have developed for this 
extraordinary community, Í have always 
advised them to go. Life can be vivid and 
rewarding for the man or woman with a 
worthwhile job or vocation, but ‘once 
that is gone, once one is out of the 
mainstream, Hongkong forgets. Too 
many people come and go and the pace 
of life is too insistent for memories — 
even of long-time old Hongkong hands | 
— to be retained for long. I know of at 
least four aging men, not too long ago 
among the most prominent of citizens 
(themselves responsible for many acts of 
kindness), who today are either bed-rid- 
den or who potter about their lonely 
gry for visitors: who 











apartments, hun 


@ ONE recent example of 
short memory was.the minimal attention 
paid to the recent di 


of Sir John Kes- 
wick; former Jardin 


аірап and grand 
| trade : 







John was in Hongkong with the rest of 
the Jardine set, past and present, for the 
lavish. round of parties and banquets 
which marked the occasion. Perhaps the 
celebrations proved too much for him, 
for he died shortly after his return to Bri- 









onto its board of directors 


John's own role in keeping links open | 


a few years ago when, after a splendid 
banquet, he made along tour of China as 
the guest of the People's Republic. 
When the former British prime minister, 
Edward Heath, visited China and met 
the late Zhou Enlai, the first question 
the Chinese premier asked him was: 
"And how is my good friend, Sir John 
Keswick?" I remember Sir John presid- 
ing over the British Industrial Technol- 
ogy Exhibition in Peking in 1976, mak- 
ing speeches with his oft-repeated ref- 
rain: "Zhongguo Yingguo liange pen- 
gyou" (China and Britain are. two 
friends). And when this Traveller was in 
trouble — with a young son desperately 
ill — he had reason to be grateful for a 
touch of the Keswick kindness. But, 
apart from a few ritual obituaries, his 
passing went almost unmarked in Hong- 
kong: not even a memorial service. 
® THE true hard-heartedness of Hong- 
kong was never more typically expressed. 
than in a recent disgraceful statement in 
the Legislative Council by Secretary for |. 
Social Services Eric Ho. He ha i 
asked whether the government (which 
had just made a HK$21 million [US$3.5 
million] donatión to the dependants of | 
British troops. who fell in the: Falkland 
Islands) would not make a gesture of ap- 
preciation (which would cost about a 
tenth of the Falklands gift) to the dwindl- 
ing survivors’ of those captured after 
` bravely defending Hongkong against the 
invading Japanese in 1941. Without 
naval or air support, these men fought 
; on.until the battered remnanits were « 
| dered to lay down their arms and surrei 
der, and spent the rest of the war suffer- | 
ing at the hands of their prison guards, 
many used as slave labour in Japan itself. 
Today they receive no pension. or 
acknowledgment of their suffering, 
apart from free medical treatment and 
an ability to apply for relief. from. a 
memorial fund. Ho actually had the ef- 
frontery to imply that those who had fled 
— or escaped — to fight on “until final 
victory" had done rather. better than 
those who were captured, whom he re- 
ferred to as a “privileged minority,” 
There we heard the authentic voice. of 
the unimaginative, feelingless mandarin 
— as icy as the proverbial witch’s nip- 
le: | 
о IF a secretary working in Hongkong's 
Department of Trade, Industry and Cus- 
| toms types out the name of the Commis- 



















was marked by Peking on his retirement | 








must be strictly 
followed агай times.) 275 

Now what possible reason for that ap- 
parently insulting piece of bureaucratic 
ethnic discrimination can there possil 
be? I do hope the department can 








sort of open ѕеаѕоп on the” Hongkong 
bureaucrat, I wonder whether the expl 
nation could possibly be found in the fact 
that some Chinese names read some- 
what unfortunately when transcribed 
into English. I have no wish to make life 
any more miserable than it is for him al- 
ready, but I feel bound to note that ha 
his parents known at his birth that 

the clerks now beavering away 

Civil Service Branch was going one d 
to be formally recorded in a govern 

list, they might have. n hi: 
names more carefully 




























While waiting for the official exp 
tion from the Trade and Industry 
partment, I am reminded of a reade: 
ublished in the REVIEW of Jun 
18 from Auckland, New Zealand. In i 



















stands . . . pathetically bereft 
kong's] rich variety of merchandis 
In fact a. sorrier-looking exhi 
would be hard to find." ^. ^. 
Has not the HKTDC, ensconced 
glossy Connaught Centre offices; re 
with glossy publicity men pr 














glossy brochures, anything to say? 
e A line from Taiwan from Са 
Meyers: unfortunately he didn't g 
see the film advertised by a Tai 
cinema, but was sure 





it lived up to 
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Б folding, a group of lawyers from the Unit- | f 


. ed States, Britain, France and Japan ar- 
—  ,rived here to appeal for the lives of thé re- 
t maining 33 convicted under the act who 
— — arenow in death row. The lawyers, includ- 
— ing Barbara Calvert and James Wood 
— — from the British-based Legal Action 
— Group, plan to appeal to the government 
— to repeal the ISA as well as the Essential 
Regulations, 1975, which allow for extra- 
ordinary procedures in court, including 
- the admission of hearsay evidence and 
__ masked witnesses. 
According to Karpal Singh, the lawyers 
| came as part of a campaign spearheaded 
| by the Federation of United Kingdom and 
7 Eire Malaysian and Singapore Student 
~ Organisations (FUEMSSO) to save the 
— lives of the ISA convicts. The lawyers plan 
— to meet Deputy Prime Minister and Home 
— Minister Datuk Musa Hitam, Lord Presi- 
~ dent Tun Suffian Hashim and Chief Jus- 
_ tice Raja Tan Sri Azlan Shah to make 
their case. 
The REVIEW learned that the home 
minister will meet the lawyers though he 
— said in June that while he understood the 
liberal traditions of the West, the extra- 
— ordinary security. situation here de- 
© —manded extraordinary legal machinery to 
-— keep law and order (REVIEW. July 2). 
ч The London-based campaign — by 
___ FUEMSSO has sparked reactions from 
КОО officials here for several months,’ cul- 


E 


minating with a claim on July 31 by Inspec- | 
_ tor-General of Police Tan Sri Haniff 


"Omar that a pro-communist movement 
- "based in London was behind a campaign 


ч. 
_ SRI LANKA 


2 А 


Karpal Singh: a lucky chance. 


to do away with the ISA. He tald the 
press: “We feel they [the communists] 
have succeeded in influencing certain 
people, including parliamentarians, 
jurists and lawyers in several foreign coun- 


‘tries and our own country, to oppose the 


laws,” Haniff did not identify the pro- 
communist movement, nor did he say who 
exactly had been influenced. 

While lawyers here expressed their dis- 
appointment with Haniff, they also had 
reservations about the visiting lawyers and 
the high profile they took in mounting the 
campaign. One prominent lawyer who did 
not want to be identified, said the demand 
for the abolition of the ISA was hardly 


l That old sinking feeling 


Yet another state of emergency is declared as 
Muslims and Buddhists fight it out in Galle 


[ 
Be By Manik de Silva 
-. . Colombo: President Junius Jayewardene 
. moved swiftly to impose a countrywide 
` State of emergency on July 31 when com- 
. munal tensions between the Sinhalese 
. majority and the Muslim minority in the 
Е. e seaside town of Galle, 72 
- miles south of Colombo, exploded into 
- violence that threatened to spread else- 
| where. 
Army and police reinforcements were 
rushed to Galle and the government di- 
rected both the army commander and the 
| inspector-general of police to handle sec- 
| urity arrangements there personally so as 
` to defuse a situation that threatened to be- 
come ugly. Two people were killed and 
— several dozen injured and a number of 
cases of arson were reported in what 
| began as a minor dispute between a land- 
lord and his tenant in Galle. 
Government spokesmen announcing 
_ the emergency, which included press cen- 
—. Sorship and a dusk-to-dawn curfew within 
. fhe Galle municipality, assured pressmen 
— that the situation was well under control 


LA 


and said that the emergency was chiefly in- 
tended to contain the violence, on which 
criminal elements also thrive. 

“There are always criminal and other 
elements waiting to cash in on situations 
such as this. The declaration of the 
emergency will better equip us to deal 
with them. Right now the Kandy Perehera 
[the annual Buddhist pageant] and the 
Kataragama pilgrim season are on and 
crowds will gather. We want to make sure 
that we have the power to deal with any 
untoward situation in case the need arises, 
though we don't really expect any serious 
problems," a government spokesman 
said. 


б y August 1 the situation was under con- 
trol and people were going about their 


normal business, though some Muslim 
families had left Galle. Some people had 
gathered in mosques but there was no re- 
fugee problem as in previous instances of 
communal disturbances here. 
Jayewardene, who was in Kandy for the 
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conducive to any useful dialogue with the 
government. Preventive detention, he 
said, was used in many parts of the world 
at different times and the laws pertaining 
to that had to be looked at far more 
closely. More serious were the Essential 
Regulations of 1975 which made ISA trials 
so repugnant. 

Malaysian lawyers were also disap- 
pointed with the campaign, which had 
political overtones that could only harden 
the government position. The atmosphere 
created by the campaign also prompted 
Prime Minister Datuk Seri Mahathir 
Mohamad to criticise certain groups 
which, he said, were trying to change gov- 
ernment policies by bringing in foreign 
elements. In an obvious reference to the 
visiting lawyers and their backers, he said 
the groups wanted to force their views on 
the people of Malaysia. “They are out to 
wreck the image of Malaysia, he said. "If 
Malaysians are truly independent, they 
will not bow to pressure." 

While the prisoners now in death row 
are all expected to apply for stay of execu- 
tion once they have exhausted all avenues 
of appeal, their prospects, according to 
lawyers here, are dim. They said that the 
political atmosphere being generated by 
the international groups is not expected to 
help reverse the trend within the judiciary 
of progressively placing less importance 
on judicial precedents abroad. While ac- 
cepting their independent role, the judges 
could not ignore totally the kind of 
nationalistic sentiments expressed by the 
prime minister and his party. 


annual Mm ome 1 pageant honouring the 
Buddha's Tooth relic, told a gathering 
there that he did not plan to continue the 
emergency for a day longer than neces- 
sary. “I will not keep it for six years,” he 
said in an acerbic reference to former . 
prime minister Sirimavo Bandaranaike's 
six-year-long emergency rule imposed 
from 1971-77. “1 will lift the emergency in 
six days." 

Jayewardene, who has declared half a 
dozen emergencies since his government 
was swept to power in 1977, initially dis- 
liked arming the security forces and the 
bureaucracy with extraordinary powers 
and was widely faulted for going slow in 
promulgating an emergency when anti- 
Tamil communal violence flared up soon 
after his victory. 

Since then emergencies have been de- 
clared in situations as diverse as a cyclone 
that flattened Sri. Lanka's eastern pro- 
vince in November 1978 and terrorism in 
the minority Tamil-dominated northern 
province. One of these, declared in July 
1979, was restricted to the Jaffna district 
in the north. An emergency was also de- 
cared to tackle a threatened general 
strike in July 1980. There was no unneces- 
sary prolongation of these emergencies 
nor was there any serious opposition pro- 
test about misuse of emergency powers by 
the government, though its opponents 
have been most vociferous in attacking the 
ruling group on other issues. 
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Timorese credit Jakarta with iau 
more opportunities for the locals than 
Portuguese „һай done. A К 

tuguese general who was also secretary to 





the governor under Portuguese rule re- | 


turned recently to East Timor at the invi- 
tation of the Central Development ‘Team 
for East Timor, headed by. Lieut- Gen. 
Benny | 
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capital. inflo 

is difficult to ascertain. But the Central 
Development Team made a special provi- 
sion which allowed East Timor to retain at 
the end of a year unspent development 
budget for two extra years (instead of re- 
linquishing it to the central government as 
is the normal procedure) while continuing 
to allocate increased amounts for the fol- 
lowing year. 


aising food production is one of the 

most urgent tasks of the provincial au- 
thorities and they have begun experiment- 
ing with what. could. be a cheap. way to 
achieve this end. Although statistics are 
scant, the, population of about 550,000 
needs about 70,000 tons of milled rice or 
corn each year. In 1980, however, produc- 
tion amounted to. only 46,000 tons. Cas- 
sava and sweet potato added another 
17,000 tons in milled rice/corn equivalents 
but there was still a deficit of roughly 7,000 
tons. 

A study sponsored by the Agriculture 
Ministry projects that, assuming a steady. 
expansion of land under cultivation and an 

. increase in » yield per hectare, 













nd an an- |. 


by. 
surpluses of oiher grains. ‘Suc 
tion presupposes continued апа. 


able investment in infrastructure, farm | | 


implements and inputs such as. peter 
seeds and fertiliser. 

Limited. production gains mag be 
achieved in the short term by moving 
some of the population from the resettle- 
ment villages in the lowlands back to the 
hill areas from which they came. Late last 
year the government started experiment- 
ing with 30 new highlands settlements. In 
exceptional cases, the lowland resettle- 
ment villages were located on more fertile 
land, with better infrastructure than the 
places in the mountains from which the in- 
habitants had come. Other villages were 
not so fortunate. Along the northern 
coast, where the bulk of the resettlement 


‘villages. stand, the flat land between the 


mountains and the coast is much. narrower 
than in the south — а band barely а 
kilometre. wide -— and it is often white 


with salt. The bald, dry hills are difficult to 


cultivate and there is in any case a continu- 
ing restriction on movement of people. 
Officials speak of ша аза prospect for 


11,500 
40,984 
19.184 
21,800 


52.484 


(38.0) (55.5) 


these villages, but the East Timorese are 
not experienced sailors (the Portuguese 
restricted this activitv) and boats are still a 
luxury, even for collective ownership. — 
If it can be assumed that people are now 
being moved from the least productive re- 
settlement villages, and some officials say 
that is one objective, then immediate out- 
put gains can be expected. In the longer 
term, productivity of the new highlands 
villages may decline .unless efforts are 
made to maintain it. Land in East Timor is 
generally infertile and the Timorese were 
shifting cultivators, harvesting a crop in 
one area for a year or two before moving 
on to another. With the Indonesian Gov- 
ernment, discouraging both free move- 
ment and the slash-and-burn method of 
cultivation. farmers will now need new in- 
puts. Thus re-resettlement will not exactly 
become an alternative to agriculture 
which requires heavy — investment. 


, Nonetheless, the re-resettlement policy is 


popular with the East Timorese, most par- 
ticularly because it allows them to go 
home. “East or west, home is best," ав опе 
official put it. Another official pointed out 
that it was better to provide farm inputs in 
the upland villages than to distribute food 
handouts to dwellers in resettlement vil- 
lages where cultivation is difficult... 
Р =, ~ SUSUMU AWARD 





| Debate ‹ over hanging under 


foreign groups put pressure o 
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the ISA gathers steam as 
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рда and ther Commonwealth 
have been widely used 
valid precedents. As: 
India. of a „convicted 





between the Indian law and the Malay: 
law is that in the Mithu case the manc 
tory death sentence:applied only to t 


sentence for a previous: 
tion; whereas in Malaysia, 
possession of firearms car 


Thus, wh 
five app 
prieves, 


the ae of tie grea difference 
laws. Members of the ba 
however, that such an appe 
the government into further disreput 
the matter of the ISA because impo 
constitutional issues are at stake. 

The five men in death row were cha 
at various times between 1976 and 
with similar offences, Chiow Thiam 
was captured while in possession. of 
home-made hand grenades, Hen 
Chong was arrested with one firearr 
specified) and 21 rounds of ammun 
Tan Chay Wa was found to posses 
firearm and seven rounds of .32 ammu 
tion, while Lim Kwan Yeow had only 
round of .32 ammunition and part of a 
magazine. The fifth man, Liew We 
Seng, who was charged with possession 
a pistol and 22 rounds of ammunition, 
the last то be granted a reprieve. ©. 

Except in the case of Chiow, who thre 
a grenade at pursuing policemen, the men 
were not charged with using. thei 
à Howe г, this is irrelevant sin 
; ven distinguish betwe 
firearm and an unserviceab 
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l y his critics, and: it is he who 
wrote ihe totter to Australia complaining 
of the military: campaign. Не refused: to 
speak to this ‘correspondent, saying that 
"the Indonesian Government forbids us to 
speak the truth" and that heand his pes 
were under pressure. 
The strategy of the Indonesians’ is to 
weaken the existing link between the pro- 
` vincial chur Vati 





Rotan Mosle Realty ! Services, Inc., acting ; as agent 
i forthe owner announces the auction: 
- select tracts of real property in metropolitai 

- Harris County, Texas. The four tracts of lan 

- acquisition bids are solicited are e described 
as follows: 
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k Galleria Proper. 28 acres 
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~ This makes sense, In the ani debate Jd 

_ over East Timor at the UN, an increasing. 
number of countries have come to. accept. 
the territory's-integration into Indonesia " 
as a fait accompli. However, some have | |. 
continued to vote in favour of aresolution ^ 
cénsuring: Indonesia ^on. humanitarian. 
grounds. Had it not been for the famine ef |]. - 
1978-80, world acceptance of integration ll. 
may have come sooner and the issue drop- | 
ped from the agenda. In these cir- | 
cumstances, Jakarta must. not.only look 
after the East Timorese. It miust be seen to . 
ue e looking after them. 222.207 BEL 
























` 1700 Pennzoil Place, South Tower 
times as populous. oa Tur Houston, Texas 77002 ` 

The development budget breaks dn 713/236-3370 

into Inpres (or presidential instruction) 
funds and sectoral funds. The former are 
further divided into provincial and district 
infrastructure projects; education, health, 
village assistance, and less significantly, 
roads, reafforestation and. commerce. 
Sectoral funds are spent for development 
projects by central government ministries, 

The budget figures do not include military 
costs or international assistance received 
but do incorporate grain imported by the 
provincial government to.relieve the. per- 

ennial food deficit. 





ov estimate-is that per capita income | 

in East Timor. was about Rps 33,000 ROTAK ad 
(USS$50).in 1978 = no:more than 60% of. М 

the рег capita income in East Nusa Teng- : 

gara, which in turn was about 30% of the | Realty. Services, 


: level in Jakarta: This implies that the cen- 
tral government, budget accounted. for 

about 60% of East Timor's total provin- 

 cialincomein 1978. : : 
Š . That the budget. would have 














morale needs boosting from time to time. 
And top officials express concern that 
there should be smooth contact between 
Abri and the local home guard, Hansip, 
on the one hand and the general populace 
on the other. Observers consider that In- 
donesia has learned from its experience in 
attempting to integrate Irian Jaya. The 
use of non-Javanese and Catholic person- 
nel in dealing with the predominantly 
Catholic province and the apparent re- 
spect shown towards the Portuguese- 
Timorese culture are indications that 
Jakarta has grown wiser from the Irian 
Jaya experience, the observers hold. In- 
donesians are also making an apparently 
E attempt to recruit talented East 

morese into positions of responsibility. 

The likely change of governor from the 
former Apodeti leader, Guilherme Maria 
Goncalves, whom officials claim still can- 
not speak Bahasa Indonesia properly and 
is more interested in his private business 
affairs. to Mario Carrascalao, brother of 
the former UDT leader Joao Carrascalao 
(who now lives in Portugal) and currently 
a member of Indonesia's mission to the 
United Nations, symbolises the political 
realignment which is under way and would 
probably speed up the pace of integration 
with Indonesia. Until now, the governor- 
Ship has been the preserve of former 
Apodeti leaders while the UDT group has 
had the vice-governor's position. 


rom the start, the geographic factor was 

crucial in the formation of Apodeti, 
with its stronghold in the western part of 
East Timor, near the border with West 
Timor (Indonesia). UDT, on the other 
hand, tended to attract the better edu- 
cated and pro-Portuguese elite — the 
bureaucrats, coffee planters and the 
Chinese as well as some traditional chief- 
tains. Although this group eventually 
fought alongside the Indonesians and 
Apodeti against Fretilin, its integration 


with things Indonesian was slow. Some , 


among this group resented the fact that 
their former stature and privileges, as- 
sociated with their links with Portugal, 
were lost. Those who articulated views 
critical of Indonesia tended to come from 
this group. 

But as one Jakarta analyst put it: "They 
are realists.” Most of the former elite have 
had to accept integration and Indonesian- 
isation as a fact of life. Perhaps they also 
see that Indonesia needs their help to ad- 
minister and develop the province. 
Groups associated with the former 
Apodeti may react when they see the 
UDT types overtaking them in the 
bureaucracy, the provincial legislature 
and indeed in the Jakarta parliament. 
(In May, East Timor for the first time 
chose four MPs in the general election. 
Those who were elected were all from the 
military-backed Golkar, which had incor- 
porated all important groups in the pro- 
vince, including Apodeti and UDT.) 
While an effort is still being made to retain 
Apodeti's loyalty, policymakers appear 
determined to press on with co-opting the 
former elite. 

Despite the human disaster which took 


Mochtar: meeting with the pope. 


place not long ago — and Indonesians 
admit privately that there was such a disas- 
ter — Indonesian officials in Dili and 
Jakarta seem optimistic that the great 
majority of the East Timorese are success- 
fully adapting to Indonesian ways. In- 
donesia's critics have painted a totally dif- 
ferent picture: In their view, Fretilin's re- 
markable strength was based on genuine, 
spontaneous mass support. Indonesians 
tend to.think Fretilin's strength was based 
largely on its firepower vis-a-vis the 
masses, who were forced to support it. 
Some officials claim that integration of the 
masses even in the psychological sense as 
seen in the learning of Bahasa Indonesia, 
is proceeding more rapidly thàn has been 
the case in Irian Jaya or even Central 
Kalimantan. 


In a few instances, the East Timorese 
have taken risks to advance different 
views of the Indonesian presence. A letter 
supposedly written by members of the 
provincial legislature last year complained 
of the behaviour of Indonesian troops and 
officials which “can only be described as 
being [that] of conquerors towards the 
conquered.” 

The people of Timor complained of 
“torture, maltreatment, murders and 
other unimaginable cases” perpetrated by 
the Indonesians, according to the letter. 
The letter also accused PT Denok, a com- 
pany with a monopoly in the purchase and 
export of coffee and sandalwood, of 
exploiting the local sellers. It is fairly obvi- 
ous that the letter was written by the gov- 
ernor's supporters to discredit his secre- 
tary, who is behind the move to remove 
him and install Mario Carrascalao. "Many 
of the decisions taken by the secretary . . . 
are never reported or made known to the 
governor who is his superior," the letter 
said, accusing the secretary and his assis- 
tant of slandering the governor and squan- 
dering public funds. The complaints about 
Denok are somewhat curious, sources 
said, given that Denok has been providing 
the governor's office with a cut for each 
kilogramme of coffee purchased from the 
growers and was.paying the growers that 
much less. Now that Denok has lost the 
coffee-purchasing (but not the exporting) 
monopoly, this having been taken over by 
the cooperatives, the governor has lost his 
income. 

Another vocal critic of the Indonesians 
has been the local Catholic church, an or- 
ganisation which Indonesian policymak- 
ers are seeking to neutralise. The provin- 
cial church is by no means monolithic. 
Some priests gave support to Apodeti at 


Flooded with funds 


Jakarta's eagerness to help out East Timor brings in 
resources the province finds hard to assimilate easily 


Dili: For a government which hopes to 


prove its worth primarily through 
economic development, pouring money 
into East Timor has been a relatively easy 
task — though other provinces and 
priorities are competing for budgetary al- 
locations. And thisJakarta has done to the 
extent of severely taxing tlie province's 
ability to absorb the funds. 

It has been more difficult to réorganise 
the economy and raise food production 
after the major disruption caused by the 
civil war, the Indonesian military inter- 
vention in 1975 and the ensuing guerilla 
war, events which resulted in widespread 
famine in 1978-80. The Agriculture Minis- 
try has taken a look at East Timor's pros- 
pects and à team of specialists from a uni- 
versity in South Sulawesi has begun work- 
ing on a general strategy to increase pro- 
duction. Meanwhile, one cheap method of 
boosting output is found in what an official 
calls the  re-resettlement experiment 


some East Timorese are now being 
allowed to leave the resettlement villages 
where they were placed for reasons of re- 
lief distribution, administration and sec- 
urity to set up new communities in the 
general areas from which they had origi- 
nally moved. 

Given the overall constraint on re- 
sources, the central government in 
Jakarta has given East Timor rather 
generous budgetary allocations. The need 
for funds was obvious and the interna- 
tional concern over the food shortage 
which surfaced in 1979 may have resulted 
in increased allocations. It is normal for 
the poorer Indonesian provinces to de- 
pend heavily on central government funds 
but in East Timor's case the province's 
own revenue accounts, according to ad- 
mittedly incomplete data, for less than 
0.5% of its expenditure, which is excep- 
tionally low. According to one set of fig- 
ures, East Timor received 14% more in 


AUGUSTE 1987 e FAR EASTERN ECONOMIC REVIEW 





Reaching out to Hongkong's _ 
| New Territories via the 
new Tuen Mun road 


[D 


m 


e 














popular levies of manpower for paramili- 
tary activity, was resented by those who 
were mobilised. There was also general 
concern that the campaign, by disrupting 
agricultural activity, would result in a poor 
harvest or possibly another famine. When 
à Catholic church leader wrote a letter to 
an Australian relief agency complaining of 
the campaign and appealing for food and 
medicine, East Timor once again become 
an international issue. 

Pockets of food shortage, predicted by 
the International Committee of the Red 
Cross (ICRC) even before the campaign 
last year, have in fact developed and the 
ICRC has now begun distributing its corn 
buffer stock on Atauro and in half a dozen 
villages in the eastern part of the province. 
But independent expert opinion seems to 
be that drought was the main culprit, 
though increasing damage to the crops by 
rodents as well as the military campaign 
exacerbated the food imbalance. 

Despite the resentment the campaign 
nerated among the East 

imorese and the bad inter- 
national press it earned for 
Jakarta, Indonesian offi- 
cials insisted that it was suc- 
cessful militarily. The cam- 
paign separated and took to 
safety people who for family 
or tribal (but definitely not 
ideological) reasons had to 
support the Fretilin re- 
mnants and would have 
been victimised in a purely 
military confrontation, they 
said. The Fretilin remnants 
now have less access to food 
and may surrender. Alter- 
natively, it will be easier for 
the Indonesian army to 
finish them off. 

The new policy of allow- 
ing farmers to return to the 
mountain areas is a reflec- 
tion of Jakarta's confidence 
in the security situation, at 

, least in the areas concerned 
The resettlement villages of 
the lowlands — often likened by Jakarta’s 
critics to Nazi concentration camps or the 
Strategic hamlets of the Vietnam war — 
were a product of the years of turmoil in 
East Timor. Many of them were located in 
the coastal areas where the starving popu- 
lation (Fretilin and those who were com- 
pelled to stay in Fretilin-controlled areas) 
came down the mountains to receive re- 
lief. Other resettlement villages were a 
B of the government's efforts to 

ring together tiny and scattered commu- 
nities engaged in the primitive shifting ag- 
riculture which is the norm in the high- 
lands. The new villages were established 
at about 150 locations with a total popula- 
tion of some 200,000. In this way the In- 
donesians were able to achieve the reloca- 
tion of dispersed settlements which the 
Portuguese had attempted without suc- 


SS. 

Aside from the obvious security advan- 
tages, the new settlements have allowed 
vital social services (such as education, 
public health and agricultural extension) 
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to reach the people, officials emphasised. 
Money was spent generously to build 
houses, schools and to provide other pub- 
lic facilities. These villages were also 
meant to become the points of dissemina- 
tion of Indonesian culture; they were pro- 
vided with TV sets and adult classes in the 
Indonesian language were held in them: 

The trouble with many resettlement vil- 
lages is that they are not productive, lo- 
cated as they are in areas unsuitable for 
agriculture. Now that Jakarta is more con- 
fident about security in the province, it 
feels it can relax political control to some 
extent in the interest of higher production. 
This is the philosophy behind the latest 
group of villages which are being estab- 
lished in the highlands. However, the 
families which return to these areas from 
the resettlement villages will not be al- 
lowed to disperse once again into tiny, 
scattered units but must stay within the vil- 
lages and the neighbourhoods, the lowest 
levels of the Indonesian military structure. 
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Fretilin supporters, 1975: how many left? 


The families may yearn for the freedom 
which they enjoyed in the past, freedom to 
move about and freedom from adminis- 
trative control. But the government is 
convinced that the East Timorese will 
come to appreciate the benefits of modern 
administration and organisations such as 
rural cooperatives with subsidised credit. 
Others doubt that the East Timorese will 
willingly accept Indonesian institutions 
but feel Jakarta's penchant for over-ad- 
ministration will be moderated by the 
sheer difficulty of setting up administra- 
tive machinery. 


T office walls in the provincial gov- 
ernment building abound with elaborate 
organisational charts, but аѕопе top offi- 
cial lamented 70% ofthe positions are still 


vacant. The current governor is a 
figurehead and is about to be removed. 
He is governor today because he was the 
raja of a district near West Timor and 
brought his tribe to the Apodeti cause 
when the Portuguese were leaving. The 
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day-to-day affairs of the province are 
managed by the governor's secretary and 
his three assistants. The secretary is the 
former military commander of East Timor 
and his assistants are also all ex-Abri. 
Under them, only four out of the 11 de- 
partments now have heads. There are 
about 4,500 locals with government rank 
and 2-2,500 more honorary civil servants 
will be given official status shortly. But 
sources here said that most of these posi- 
tions were given because the people in- 
volved had been members of Apodeti (or 
sometimes the UDT) and fought against 
Fretilin. Most are from the border area 
and have the lowest bureaucratic rank; 
few of them can read, write or communi- 
cate in Bahasa Indonesia and they are thus 
unsuitable for posting in other parts of the 
province. Many are unwilling to perform 
the modest tasks which the government 
feels would be appropriate for them. 
There аге: опе or two young, bright and 
dedicated officials (both Timorese and 
non-Timorese) but their talents are spread 
thin. 

Central government representatives 
from the various ministries are also lack- 
ing in number and, often, enthusiasm. 
When the salaries of all civil servants were 
raised in 1980, a premium rate was given 
to East Timor but this was insufficient in- 
centive, The province is considered а 
hardship post and most Jakarta officials 
come out for a short stay without their 


families. The fact that the province is ad- 


ministered ultimately by a special team 
headed by an active military officer in- 
stead of by the home affairs minister as in 
other provinces may have limited the pow- 
erful Home Affairs Ministry's interest in 
beefing up its own personnel here, some 
sources said. Outside Dili, the administrative 
pyramid, consisting of 13 districts, 64 sub- 
districts and 1,700 villages, is lacking in 
substance. In some parts the structure 
exists only in name; in others, even where 
district or subdistrict heads exist, the pro- 


‘vincial government does not seem to trust 
their loyalty or integrity. One official 


explained how, in some areas, Dili offi- 
cials must hand-deliver salaries and other 
allocations to village chiefs directly by 
helicopter because the intermediate ad- 
ministrative structure cannot be relied on. 

One inevitable result of the weak civil 
structure is that the more efficient military 
structure becomes increasingly active and 
visible. A line of command emanates from 
Dili, through the district and subdistrict 
levels down to the villages. Dili's military 
command, in turn, reports to the district 
command in Denpasar, Bali. A conse- 
quence of the army presence is a feeling 
among many East Timorese that they 
have come under tight military rule. 
Jakarta officials maintain that they cannot 
afford to worry about the image the East 
Timorese may have of Abri. The impor- 
tant thing is to deliver welfare quickly, 
they said, and nobody but Abri can do the 
job. 

But on the policy level, at least, Indone- 
sians are treading cautiously. There is 
awareness that East Timor is a hardship 
post for Abri men also and that their 
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Falling into step 


Seven years after invading East Timor, Jakarta is now confident 
that its Indonesianisation programme there is succeeding 


By Susumu Awanohara 

Dili: While the international community 
continues to debate the legality of In- 
donesia’s annexation of East Timor in 
1976, Jakarta is pushing ahead with the re- 
habilitation and development of the terri- 
tory. Jakarta is convinced that it can bring 
a better life and Indonesian civilisation to 
its 27th province, which had subsisted pre- 
cariously under half a millenium of Por- 
tuguese neglect, and argues that this will 
legitimise its sovereignty over the new 
province. 

When Lisbon made known its intention 
of pulling out of East Timor in 1974, three 
indigenous political groups emerged, each 
vying for power. The Timor Democratic 
Union (UDT), consisting largely of the 
Portugal-oriented elite, initially wanted 
continuing links with Lisbon. The Re- 
volutionary Front for an Independent 
East Timor, or Fretilin, was made up of 
some civil servants and younger high 
school and seminary graduates and called 
for immediate independence. The third 
and weakest group, the Timorese Demo- 
cratic People’s Association (Apodeti), 
had its base in the western part of the Por- 
tuguese colony near the Indonesian bor- 
der and from the outset favoured integra- 
tion with the colony's neighbour to the 
west. 

To Jakarta's alarm, Fretilin proved the 
strongest contender and adopted an in- 
creasingly radical approach. Many in 
Jakarta wanted to incorporate East Timor 
on the grounds that an unviable or hostile 
East Timor would be a threat to In- 
donesia's security. When Fretilin declared 
East Timor's independence in late 1975, 
Jakarta sent in a powerful force of so-cal- 
led volunteers to crush it. In July 1976 it 
officially declared its integration of East 
Timor. Fleeing into the rugged moun- 
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tains, Fretilin forces were to challenge the 
Indonesians seriously for several more 
years. 

Six years after integration, the majority 
of the East Timorese seem to accept that 
the province's new status is irreversible. 
Fretilin is still an irritant, however, and 
the Indonesians last year organised a mili- 
tary campaign, involving a large number 
of civilians, aimed at wiping out the resis- 
tance forces. The wisdom of this campaign 
was debatable but officials claim, and in- 
dependent observers tend to agree, that 
security is generally good and improving. 
Such a view is supported by the fact that 
the government has begun allowing some 
people to move back from lowland reset- 
tlement villages to the mountain areas. 


etting up an efficient civil administra- 
3 tion has been a daunting task, given the 
scarcity of trained Timorese and the reluc- 
tance of officials in Jakarta and elsewhere 
in Indonesia to be posted in the distant 
province. Inevitably, the Indonesian 
armed forces (Abri) play an even greater 
role in administration here than in most 
other places in the republic and this rein- 
forces the image of an Indonesian military 
occupation in the eyes of many East 
Timorese. While realising that a high de- 
gree of integration of the East Timorese 
into the Indonesian way of life can be 
achieved only in the next generation, 
Jakarta is also under pressure to produce 
results. In enlisting the support of locals, 
Jakarta is favouring people who were 
loosely associated with the UDT as pillars 
of the East Timorese society. And the 
UDT group is coming round. 
Groups associated with the former 
Apodeti are not welcoming the rise of the 
UDT group but. as more East Timorese 


come to terms with the Indonesian pre- 
sence, Apodeti's usefulness and hence the 
political consideration it receives will di- 
minish. The Roman Catholic Church in 
East Timor is becoming a distinct group of 
its own — and the most vocal critic inside 
the province of the Indonesian Govern- 
ment — and efforts are under way to neu- 
tralise it. Internationally, Jakarta is hoping 
for a further erosion in the number of 
countries which continue to oppose its 
takeover of East Timor. 

Asa top Indonesian official in Dili com- 
plained: “We don't know how many Freti- 
lin members there are because they don't 
come and report it to.us." But “about 100" 
is the common estimate, though this could 
mean there are still 100 Fretilin militants 
left, each of whom could muster half a 
dozen supporters. The Indonesian official 
said. he wants to be rid of the guerilla pro- 
blem before the end of the year. In fact, 
Jakarta wanted to wipe out Fretilin last 
year and indications are that they did not 
quite succeed. 

During July-September last year, the 
Indonesian army staged a major anti-Fre- 
tilin campaign modelled after one which 
had proved effective in fighting Darul 
Islam (Abode of Islam) rebels holding out 
in the mountains of West Java in the early 
1960s. Called Pagar Betis, which literally 
means fence of legs. the operation in- 
volved the use of unarmed civilians who, 
under army supervision, were used to en- 
circle rebel-held positions in the moun- 
tains. Members of the human ring were 
ordered to. march slowly up the mountains 
to provoke an enemy attack and to per- 
suade the less-committed rebels. and 
families and friends of rebels to come out- 
side the ring. Isolation and extermination 
of the hard-core rebels was the objective. 
The campaign in East Timor was needed, 
sources Said, because the Fretilin rem- 
nants had convinced themselves and 
their followers that they would all be kil- 
led by the Indonesians if they went down 
from the mountains. In East Timor's case, 
those who came out of the ring — about 
4,000 in all — were taken to the island of 
Atauro, off Dili, where they would be 
safe. 

From the little that is known, last year's 
campaign, which added to the already un- 
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Thach changes tack 


Despite Hanoi's cordial approach 


aaa 


Asean still finds little to enthuse over 


By John McBeth 

Bangkok: After the cool reception Viet- 
namese Foreign Minister Nguyen Co 
Thach received in Singapore at the begin- 
ning of his Southeast Asian swing, it was 


- generally assumed he would be even less 
- welcome in Bangkok. But the forecast was 
- wrong. Instead of grim faces and harsh in- 
-—vective, there were smiles and encourag- 


ing statements when Thach and the man 
he referred to as "Brother Sitthi" — Thai 
Foreign Minister Sitthi Sawetsila — 
emerged from talks on the perennial ques- 
tion of the Vietnamese occupation of 
Cambodia. 

Why the change in tack? There were 
plenty of answers, but it is clear that Thai 
enthusiasm over the outcome of the visit 
was generated more by the cordial atmos- 

ere than anything of substance Thach 


had to offer. Indeed, Thach had very little 
- to offer, apart from warning — as he had 


in a conversation with a visiting news- 
paperman in Hanoi about a month earlier 
— that Vietnam left open the option of al- 
lowing the Soviet Union military base 
rights "if there is some danger to my coun- 


try. 


And Thach 
comes back 


Another general joins 
the Son Sann forces 
in Cambodia 
































16 


Bangkok: A third former republican 
army general has joined the Khmer 
People's National Liberation Front 
(KPNLF) in western Cambodia in what 
may preface an increase in KPNLF of- 
fensive operations against Vietnam's oc- 
cupation army. He is Maj.-Gen. Thach 
Reng, wartime commander of the Cam- 
bodian Special Force Brigade whose In- 
donesian-trained troops carried out lit- 
tle-publicised strikes against Vietnam- 
ese communist sanctuaries in Cam- 
bodia's eastern provinces. 

Thach Reng is a personal friend of 
KPNLF commander Maj.-Gen. Dien 
Del and Gen. Sak Sutsakhan, the last 
commander of the Cambodian army be- 
fore the Khmer Rouge victory in 1975, 
who arrived from the United States last 
year to act as Dien Del's senior adviser. 
All are experienced combat veterans 
and were once acknowledged as the 
three best senior officers in the republi- 
can army. They fled their homeland by 


China is seen by Hanoi as the threat and 
time and again Thach emphasised that 
while Asean placed all its hopes on actions 
by the United Nations, Hanoi above all 
sought a non-aggression treaty with Pe- 
king — even though it is doubtful that the 
Chinese would sign such a treaty at the 
moment. 

What Thach appeared to be doing was 
pointing out the possibility of a more open 
Sino-Soviet conflict in the region unless 
Asean came to terms, a threat of appreci- 
able subtlety compared with those he had 
uttered during his Singapore visit, when 
he reportedly threatened to ‘retaliate 
against Asean for its interference in Cam- 




















f 
helicopter, оп April 18, a day after 
Phnom Penh fell to Khmer Rouge 
forces. 

A Khmer Krom like Dien Del and re- 
garded as incorruptible, Thach Reng 
landed in the US virtually penniless and 
worked in a supermarket before being 
given a franchise by a well-known 
doughnut chain, one of a number of 
Cambodian refugees who hold similar 
contracts. 

The KPNLF has a standing army esti- 
mated to comprise 9,000 trained fight- 
ers, but it was not until a few months ago 
that they all had weapons. Previously, 
soldiers returning from front-line posi- 
tions would hand -their rifles over to 
those moving up to replace them as part 
of periodic rotation. KPNLF officers 
now seem surprisingly confident of re- 
ceiving regular arms shipments and with 
Thach Reng regarded as the ready-made 
commander of an irregular force there 
are understood to be plans under way to 
take the fight deeper into the Cambo- 
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Nguyen Co Thach on arrival in Bangkok: brotherly love. 


bodia's affairs. However, the fact that he 
raised the issue even as a tactic was sur- 
prising, given past Vietnamese claims that 
it would not tolerate foreign bases on its 
soil. The Soviets already use facilities at 
the Vietnamese bases in Cam Ranh Bay 
and Danang. 

The Thais responded in kind to Thach's 
generally mild approach in what one 
Asean diplomatic source described as “a 
game played to the gallery" in the 
countdown to the non-aligned, heads of 
state conference in Baghdad in September 
and the UN General Assembly session in 
New York the same month. But Asean 
senior officials, meeting in Bangkok on 
the day Thach left for home, found little to 
enthuse over. 

They concluded that there were clearly 
areas in which Hanoi was seeking to drive 
wedges among the Five, as it has done in 
the past. “Each country briefed the other 
and the conclusion we drew was there was 
no change,” one diplomat said. “But you 
can’t deny the fact that if we keep trying 
we can still derive some benefit from 
that.” 













dian countryside from what up to now 
have been generally static defence 
lines. 

Apart from overrunning the KPNLF's 
southern base at Sok Sann earlier this 
year, the Vietnamese have largely left 
the non-communist organisation alone 
in the past two years. But with the for- 
mation of the new Democratic Kam- 
puchea coalition and the prospects for a 
more active KPNLF role in the field, 
Hanoi may decide the time has come to 
hit the vulnerable encampments of Nong 
Chan, Nong Sumet and Ban Sa-Ngae. 

Such à move would force the KPNLF 
to draft a new method of operation with 
the likelihood of its guerilla army falling 
back on less exposed bases in the Dan- 
grek mountain range which forms Cam- 
bodia's northern border with Thailand. 
It would also leave Thailand with the 
problem of another large-scale influx of 
refugees who would have nowhere to go 
but back across the border. 

— JOHN McBETH 
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mean a qualitative change in India-US re- 
lations and would help India reduce its de- 
pendence on Soviet arms. Besides the 
Mirage 2000s, India is negotiating for the 
most advanced version of the Soviet MiG, 
the earlier models of which India already 
has or is making. India would have to take 
into account the high cost of the F16s and 
the stiff repayment terms, which contrast 
with the low price of Soviet aircraft and 
the soft repayment terms. Also to be reck- 
oned with are Moscow's susceptibilities 
in the matter. 

As for the F5Gs, the Northrop corpora- 
tion would like to co-produce them in 
India and sell the surplus to a third coun- 
try. If Taiwan is what it has in mind, India 
would have to think of Peking's possible 
reaction to such a deal. India has been try- 
ing to improve its relations with China, a 
move which is supported by the US. 

Whether or not India goes for Fl6s or 
F5Gs, Washington's offers reveal a keen- 
ness for better relations with India. For its 
part India considers that, having failed to 
block US deliveries of Е165 to Pakistan, 
nothing will be lost in seeking improved 
relations with the US. India meanwhile 
has shown interest in other US military 
equipment and has asked for two types of 
advanced missiles, though it is unlikely 
that Washington will make them available 
either to India or Pakistan. India is trying 
to distance itself from the Soviet Union 
and this attempt finds expression in the di- 
versification of sources of arms. But this is 
likely to be a slow process. 
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number of jet interceptors of the F16 type. 

Interest now focuses on a renewed 
dialogue between Islamabad and New 
Delhi. Little progress is expected, despite 
Zia's apparent sincerity and optimism, be- 
cause the argument — at first sight seman- 
tic — over whether any agreement 
reached should take the form of Pakistan's 
no-war pact or India's friendship treaty 
shrouds fears in Islamabad. 

It is feared that any friendship treaty 
could work against the interests of Pakis- 
tan, the smaller country, particularly in 
the field of foreign policy. This is no doubt 
overstating the case, but what Pakistanis 
generally resent most about India’s pos- 
ture towards their country is the tacit de- 
mand — not always consciously expressed 
— for deference to India as the regional 
power. 

The US may have a role to play in im- 
proving relations between the two coun- 
tries. But there is a sense of concern here 
nevertheless. The issue of Afghanistan is 
very much on the back-burner and the re- 
sult is that many Americans — including 
congressmen — are once again showing 
heightened awareness of Pakistan's mili- 
tary rule and human-rights record. Mrs 
Gandhi's visit, simply by demonstrating 
India's importance as a regional power. 
may have underlined these reservations 
and if there is a negative aspect to the visit 
in Islamabad's eyes, it is surely that. 
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China is still seeking to clarify its position on the Ho 


By David Bonavia 
High level talks in 
London between 
Governor Sir Ed- 
ward Youde and 
Whitehall officials 
on the future of 
Hongkong ended 
last week without any overt signs of loss of 
confidence іп the British territory. 
Nonetheless, the great debate about 
Hongkong has begun and it is unlikely to 
be stopped now. The concern of China, 
Britain and Hongkong is to keep the 1997 
debate on a rational plane, without 
obscuring the very difficult fundamental 
issues on the one hand, or stampeding in- 
vestors out of Hongkong on the other. 

Youde expressed satisfaction with the 
level of interest in the Hongkong situation 
he found in Whitehall. But he cautioned 
that the problem would not be settled “all 
in one go" (during British Prime Minister 
Margaret Thatcher's scheduled visit to Pe- 
king in September) but would be a step- 
by-step process. 

On the day that Youde returned from 
London, China's Workers’ Daily pub- 
lished a lengthy report on “the problem of 
Hongkong and Macau" which stated: 
"Our government advocates a suitable 
way to solve peacefully the Hongkong and 
Macau problems when the conditions are 
ripe. Until that time, their status quo will 
remain unchanged . . „апа Hongkong and 
Macau will continue to play their role . . ." 
The article also reaffirmed China's 
sovereignty over the two territories. 

Cheng Ming, a Hongkong journal with 
an excellent record of analysis of Chinese 
affairs, has come out in favour of the so- 
called lease-back arrangement, wherebya 
substantial rent would be paid to China 
after the expiry of the New Territories 
lease in 1997. The lease until now has been 
free. But Britain's role. if any, in such a 
solution. is not clear. 

The monthly has 
printed a symposium of 
well-informed local and 
mainland Chinese views 
on the future of Hong- 
kong, and suggested that 
"one nation, two sys- 
tems" might be the best 
answer. By this is meant: 

>» А change-over to 
formal Chinese sove- 
reignty in 1997, linked 
to the payment — of 
a commercial lease. 

» Special administra- 
tive zone status to keep 
the capitalist influences 
on Hongkong isolated 
from the Chinese main- 
land. 


Youde: satisfied. 








ngkong 
problem and Youde warns it will not be settled all at once 


» Maintaining the territory'sstatusasa | 
free port and dynamic manufacturing | 
centre. i 

What nearly all Chinese commentaries _ 
Suggest is that the issue of sovereignty is 
non-negotiable. Hongkong will almost 
certainly fly the Chinese flag after 1997 
and the head of the local administration at 
some stage will probably be a Hongkong — 
Chinese or an official of the People's Re- _ 
public, they maintain. { 

At this point in the discussions about — 
Hongkong's future, it is important that — 
time-frames should be spelt out. Fora . 
start, there is so far no indication that any _ 
changes are to take place before 1997. Itis 
not difficult to envisage some lesser in- | 
vestors panicking because they consider 
that reports of a hardening of China's at- 
titude towards Hongkong in the British 
media is of immediate or very early signifi- | 
cance. T 

China’s attitude towards Hongkong is 
not hardening. if that word is taken to 
mean that China is increasingly displeased _ 
with the presence of Hongkong on its | 
coastline. { 

On the contrary, the Chinese at- 
titude towards Hongkong has been pro- — 
gressively softened since 1971. What is 
happening now is that the Chinese au- | 
thorities — especially the communist - 
party — have evidently taken to hear 
warnings from Western business interests - 
and Hongkong-based media that China | 
must make its policy-thinking clear within 
the next few years. A 

Clarifying China's position does not - 
mean hardening attitudes — such clarifi- | 
cation is essential to maintain the confi- | 
dence of people in Hongkong and interna- — 
tional investors. The problem is that 
China does not yet show clear signs of hav- 
ing worked out a plausible scenario for 
transfer of sovereignty. It is sending up 
trial balloons and watch- 
ing reaction in Hong- - 
kong and Britain. 

It is unlikely that there 
will be any dramatic 
developments before 
Thatcher visits China 
and Hongkong. The pre- 
sent decline of the Hong- 
kong stockmarket and 
property values seems _ 
more related to internal - 
factors and the global 
recession than to an- 
xiety about 1997. How- 
ever, long-term anxiety 
about the lease prob- 
lem would, over time, 
tend to depress the econ- 
omy and weaken invest- 
ment. 
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number of misconceptions and in particu- 
lar the view of the American public that 
India is a follower of the Soviet camp. In 
the NBC's Meet the Press programme on 
August 1, she declared confidently that 
she had allayed “misconceptions about In- 
dian non-alignment." A day earlier, Vice- 
President George Bush had spoken of “a 
special relationship" between India and 
the US. 

It is a significant breakthrough for Mrs 
Gandhi's government both in domestic 
and regional politics that without any di- 
minution of the рор of a closer rap- 
port with a possible Democratic adminis- 
tration in the US after the next presiden- 
tial elections, she has secured the current 
Republican administration's recognition 
Of her government as an independent 
power that should not be counted au- 
tomatically on the Soviet side in every 
crisis. Some of her domestic critics, nota- 
bly former premier Morarji Desai, have 
claimed that the Soviet Union is the main 
force behind her foreign-policy initiatives 
and reactions. The administration in 
Pakistan has contributed to this thesis by 
alleging the existence of an Indo-Soviet 
axis against the interests of the US and its 
friends in the region. 

Despite the narrowing of differences, 
Mrs Gandhi has declared clearly that her 
special relationship with the US is not to 
be at the cost of her close political, 
economic and military ties with the Soviet 
Union. Moscow remains New Delhi's 
largest single source of arms and provides 
weapons technology at almost half the 
price payable in the West. 


Pakistan plays it cool 





shopping list 
— but is open 
to offers 


By Mohan Ram 

New Delhi: American readiness to sell 
India military aircraft and other hardware 
was made known on the eve of Prime 
Minister Indira Gandhi's visit to 
Washington, and it prompted Indian 
denials that she was going with any shop- 
ping list or would discuss arms sales with 
President Ronald Reagan. The offer 
seemed aimed at blunting Indian objec- 
tions to the supply of United States arms 


to Pakistan and at making Mrs Gandhi's 


visit a genuine turning point in India-US 
relations. 

А Баге week before Mrs Gandhi left for 
Washington, US Deputy Secretary of 


State Walter Stoessel spoke of American | 
willingness to provide India with military | 


equipment, including F16 fighters, but 


made it clear that plans for military assist- | 


ance to Pakistan would be carried 
through. India has failed to dissuade the 
US from giving Pakistan the F16 which 
would tilt the balance against the Indian 
air force. The Mirage 2000s India is to get 
from France are not really a match for 
Fl6s. 

Stoessel’s statement was preceded by 
discreet disclosures that the US would 
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amid hopes of detente 


By John Fullerton 

Islamabad: Official and public reactions 
to Indian Prime Minister Indira Gandhi's 
visit to the United States were muted. 
Both Pakistani officials and Western dip- 
lomats gave two main reasons: 

» President Zia-ul Haq seems 
genuinely hopeful that the forthcoming 
meeting of South Asian foreign ministers, 
due to start here on August 7, will provide 
an opportunity to make material progress 
towards a no-war pact or friendship treaty 
between the two countries. 
` » The Pakistani Government seems in- 
creasingly confident of the revived re- 
lationship with the US in terms of military 
sales and economic aid. American dip- 
lomats here have taken the trouble to 
reassure Islamabad of Washington's even- 
handed approach towards the two mutu- 
ally suspicious neighbours. 

Foreign Ministry sources here see the 
visit by Mrs Gandhi as an opportunity for 
Washington to help persuade the Indians 
of Pakistan's sincerity in seeking a nor- 
malisation of relations — something 
which Indian leaders and Mrs Gandhi 


14 


have questioned on a number of occa- 
sions. 

Officials here do not believe that any 
spectacular advances have been achieved 
either by Mrs Gandhi or President Ronald 
Reagan in their talks. If the overall cli- 
mate has improved, the officials said, that 
will help lessen Indian suspicions that 
Pakistan and the US are forming a close 
and partisan alliance. At the same time, 
the officials hope the US will be able to en- 
courage India to readjust its relations with 
the Soviet Union. 

Pakistan in recent weeks has been con- 
centrating On the build-up to the August 
14 National Day while the Israeli interven- 
tion in Lebanon has been the focus of the 


media and of foreign-policy efforts. These | 
factors have tended to soften the tradi- | 
tionally sensitive and frequently irrational | 


reaction to Indian initiatives abroad. 

If there are misgivings over Mrs Gan- 
dhi's summit with Reagan they include 
Washington's willingness to sanction the 
import by India of fuel required for its nu- 
clear-energy programme — in contrast to 








The F16: a tempting offer, but a high cost. 


permit the co-production of F5G ad- 
vanced fighter aircraft in India. Prelimi- 
nary negotiations seem to be under way, 
Pakistani attempts to block the plan hav- 
ing been vetoed by the White House. 
Another US offer, admitted by the Indian 
Government, is the sale of an advanced 
version of the Hercules C130 transport 
aircraft. India, which has shown interest in 
this model, contends that it is not really a 
military aircraft. 

While some analysts hold that the offer 
of F16s was made in the belief that India 


the congressional rider attached to Ameri- 
can aid to Pakistan over this country's em- 
bryonic nuclear capability. 

The visit to the US prompted specula- 
tion over Washington's willingness to at 
least entertain any future requests for 
American arms supplies. There have been 
unconfirmed reports that India is in- 
terested in acquiring the latest 155 mm. 
self-propelled guns and towed artillery 
now entering service with Nato as well asa 
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“pect to achieve an "identity of views on 
ither Afghanistan or Pakistan, but by 
ng upon the conflicts of national in- 
t between Moscow and New Delhi 








to ihe overall Objective of removing 
. Soviet forces from "Afghanistan, though 

Mrs Gandhi continued to insist on the 
ecessity for. behind-the-scenes diplo- 
тасу. There was no hint; officials said, 


between increased Indian opposition. to 
‘the Soviet presence in Afghanistan and di- 
^minished US support for Pakistan. “We 
edo, however, expect that Mrs Gandhi will 







^. fearry our views to the Soviet leadership," 


when she visits Moscow in September. 
Washington's other major objective in 
"improving relations with India is to relieve 
- the pressure on Pakistan. For the first time 
in decades, India and Pakistan as well as 
China and India are engaged in active pur- 


. “suit of. regional detente: Washington is 


eager to encourage this tendency for two 
feasons. А 


mirst; ‘some. US officials recognise that 
A -Indo-Pakistani detente is the only way 
‘to resolve the contradiction which has 
plagued US South Asian policy for more 
than two decades. Washington has never 
defined independent strategic objectives 
in South Asia but has nonetheless armed 
. Pakistan in. pursuit of geopolitical in- 
terests elsewhere. 
Inthe 1950s, Washington drafted Pakis- 


tan into Seato.and Cento in the name of , 


. containing Sino-Soviet communist expan- 
sionism.. Today, Washington. is arming 
Pakistan as a reward for refusing to ac- 
commodate. Soviet interests іп. Afghanis- 


` tan, and to. help secure the western flank .. 


of the Persian. Gulf. In: every. instance, 
hewever, Washington has managed. to 
arm Pakistan just enough to provoke, but 
not eriough to deter, India. 

Nor has any US: administration been 
willing to. provide Pakistan a security 
guarantee against India which, as a démo- 
, cracy, has always enjoyed: greater public 


support in thé US. As a'result the US left 


itself with little choice but to remain neu- 

tral during the 1965.and 1971 Indo-Pakis- 
` tani wars, a position which Pakistan view- 

ed as a betrayal. US officials concede 

that Washington could be caught in the 
same trap unless the process. M pou 
succeeds this: time. 


Mrs Gandhi’ s. Washington visit is also : 


viewed as a step towards promoting. ате- 
laxation of tensions. between New Delhi 
and Islamabad. “We need to allay Indian 
fears that our interests in South Asia are 
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that India should play a mediating role, or ^ 
that there would somehow be a trade-off : 



















inimical to hers.and that Pakistan is the 


| spear-carrier for somé Sino-US conspi- 


racy’ to. undermine Indian influence i in. С 


South Asia,” said.one official. 
Secondly, Washington feels that region- 


' al detente is the best way of encouraging 


the anti-Soviet tendencies in the Subconti- 
nent. Astensions diminish between India, 
on the one hand, and China and Pakistan 


on the other, the argument runs, New. 


Delhi will find its security relations, with 


‘Moscow increasingly obsolete. : 
US officials insist that they are not will- - 
‘ing to bargain away their arms support for 
Islamabad. But they say that Mrs Сап- 
dhi’s visit itself testifies to India's growing. 
perception of the Soviet invasion of Af- 1 


ghanistan as a historic and adverse shift in 
South Asia's balance of power. 


т due course, officials here hope. Mrs 

‘Gandhi will come to view the need for a 
strong and stable Pakistan as a necessary 
buffer against further Soviet encroach- 
ment in South Asia. “Mrs Gandhi went 
halfway with the US and agreed that a 
weak and divided Pakistan only invites 


'superpower intervention, and we don't 
| expect her yet go the whole nine yards and 


accept, the Е165 [which the US is selling 
Pakistan], an administration official com- 


mented. For Washington this is enough to ` 


build on. | 
Finally, better relations with India help 
to bring Washington's policy towards the 


_ Subcontinent more in line with China's 


which has also beeri pursuing a rapproche- 
ment with India as the best policy to en- 
courage Indian independence. of the 
Soviet Union. Despite the dividends 
South Asian detente promises for the US, 
officials here caution that they would be 


, foolhardy to try to get between Pakistan 
and Indiá i in the. highly delicate and sensi- E 
tive negotiations which alone can lead to 


improved relations. "We have no master 


.plan for the Subcontinent since we can |. 
really only influence the course of: DERE ET 


at the: margin.” 
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able: to feed itself,” The ? 
editorialised. 

Moreover, Mrs: Gandhi's ۷ sh 
visit: may. also give a new impetus 


| Indo-Pakistani dialogue., Whit 


porters, have been careful 4 
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` Reagan fetes Mrs Gandhi to woo her away from Moscow 


How to win friends... 


{ By Richard Nations 

-. Washington: It is rare that a full-fledged 
| symphony orchestra is brought on to the 
| south lawn to entertain guests at the White 
| House. But to honour Indian Prime 
—— Minister Indira Gandhi, the New York 
- — Philharmonic conducted by Bombay-born 
—— Zubin Mehta graced one of the most ele- 
L— gant state dinners hosted by United States 
L— President Ronald Reagan. It was another 
— "striking display of that diplomatic sym- 
|." bolism in which Reagan excels. 

| ° For no less than Mrs Gandhi, the Ame- 
| rican president was determined to restore 
| the warmth to Indo-US relations which 


has been missing since the Indian prime 
minister’s disastrous visit to Washington 
11 years ago. To welcome the Indian guest 
on a note of sincerety a solution was found 
to the question of nuclear fuel supplies 
which has vexed the two countries’ rela- 
tions for years. Both sides agreed to allow 
France to provide fuel for India’s US- 
aided Tarapur nuclear reactor as a way 
around American laws which prohibit 
supplying facilities without the full-scope 
safeguards that New Delhi refuses to ac- 
cept. 

The two leaders also announced a wide 
range of agreements to improve scientific, 
economic and cultural cooperation. To 
anoint the new accords between their two 

countries Reagan poured unction over the 
Indian prime minister in a dinner toast 
which singled out the Nehru family — 
“your father and each of your sons” — as 
the guardian angels of India. Not to be 
outdone, Mrs Gandhi also showed a seem- 
ingly inexhaustible charm and hoped for a 
new era of goodwill with the US. 

However, little of this harmony could 
be sustained during the two leaders’ pri- 
vate talks. On the questions of US arms 
sales to Pakistan, the Soviet presence in 
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Mrs Gandhi leaves New Delhi; 
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from Afghanistan, and the importance of 
concessional credits by international 
agencies to developing countries, little 
was said to close the gap. Mrs Gandhi did 
snipe at the US onat least one occasion for 
its policy of reducing its contributions to 
international agencies, such as the World 
Bank, to which India looks for loans. 
Careful to avoid the strident and often 
hectoring tone of the past, Mrs Gandhi 
reiterated well known Indian positions. 
Nor did Reagan offer anything that might 
be viewed by the Indian public as a conces- 
sion. 

But all this has not detracted from the 
value of the visit as far the US is con- 
cerned. "This is one occasion where the 
symbol is the substance," an administra- 
tion official told the REVIEW. “The reality 
is that [India and the US] are looking for 
ways to come closer together and we don't 
expect them to turn on a dime." 


he US views Mrs Gandhi's visit against 

the backdrop of the geopolitical up- 
heaval in South Asia triggered by the 
Soviet invasion of Afghanistan. Ever since 
the Soviets intruded across the Hindu 
Kush, American officials believe, New 
Delhi has been caught between its 
strategic relations with Moscow and its 
ambitions to be recognised as the pre-emi- 
nent power in South Asia. 

"India has found its relations with Mos- 
cow increasingly an embarrassment," an 
administration official commented. “The 
Soviets have made no gesture towards In- 
dian concerns about Afghanistan, not 
even a token withdrawal." As a result, US 
officials believe, Mrs Gandhi is chagrined 
by appearing powerless in the South Asian 
context and being seen by the non-aligned 
movement as too closely tied to Moscow. 


es i ‘ 
Is greeted by Reagan: a triumphal progress. 
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In addition, a growing section of In- 
dian public opinion now views Moscow as 
à national threat. 

Throughout 1981, Washington per- 
ceived what it viewed as encouraging signs 
that Mrs Gandhi was attempting to strike 
a balance in her relations with the Soviet 
Union. The first signal came when she said 
she was too busy to attend the 10th an- 
niversary ceremony in Moscow of the 
Indo-Soviet friendship treaty. Mrs Gan- 
dhi subsequently launched a diplomatic 
offensive designed to diversify India's 
sources of diplomatic support and arms 
supply, while opening up a dialogue 
with both its traditional adversaries, 


' Pakistan and China. 


In 1980, New Delhi began to play West- 
ern Europe off against Moscow by buying 
150 Anglo-French Jaguar aircraft before 
concluding two years of negotiations on a 
US$1.6 billion arms package with Moscow 
on highly favourable terms. In April, 
India agreed to a US$3 billion package for 
40 French Mirage 2000 fighters in direct 
defiance of a hard sell by the non-plussed 
Soviets, 

However, there is growing opinion in 
India that only the US can provide an 
adequate counter to the Soviet Union. 
Mrs Gandhi's trip to Washington “is dic- 
tated by the facts of life," the Indian Ex- 
press wrote in April. “Though no longer 
as strong às it was in relation to the other 
superpower, the US is still the most pow- 
erful nation on earth and continues to 
exercise great influence in many parts of 
the world. Secondly, the only real balanc- 
ing power in the context of Indo-Soviet re- 
lations remains the USA." 

It was to accommodate just such an 
opinion that Reagan ladled goodwill on 
Mrs Gandhi at the White House. “In the 
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RNEWFACES . 
uarters believe that. — 
nister Indira. 
"Gandhi will make significant 
political changes shortly. She is 
expected to relinquish the 
y of the ruling Congress 


d also reshuffle the cabinet, 
veral new faces to her 
sterial team. One portfolio that 
e filled is that. of home 
г following Zail Singh's 
lection as head of state. _ 


| У, ліе? Liberation Army (PLA) 
` chief-of-staff Yang Dezhi on July 27. 
“Yang said that China would 


establish and improve mobilisation, : 


introduce a reserve service and 
. Strengthen militia training. China 
does not maintain an active PLA 
reserve. The new reserve may be 
partly intended to ease replacement 
of veterans by younger officers in a 
major personnel shake-up expected 
Outgoing officers could 
illing to accept assignment 
fficer status than full - 


AFGHANISTAN 

Soviet troops. succeeded іп pacifying the 
Panjsher Valley in a massive military opera- 
tion, a Western visitor reported (July 30). 
More than 340 Afghan refugees left Pakistan 
for Turkey, the first of 4,300 who are to go 
there. Conscription in the Afghan Army was 
extended from two to three years (Aug. 3). 


CHINA 

A Nepalese delegation led by King 
Birendra arrived (July 28). Police took into 
custody five men who attempted to hijack an 
aircraft on a flight from Xian to Shanghai, 
Xinhua newsagency said (July 28). The gov- 
ernment and the Soviet Union signed a pro- 
tocol on railway traffic across the Sino-Soviet 
border (July 28). Chinese officials refused to 
confirm Hóngkong newspaper reports of a 
second attempted hijack. French External 
Relations Minister Claude Cheysson arrived 
for talks (July 3D). An invitation to Japanese 
Education Minister Heiji Ogawa to visit Pe- 
king was withdrawn in a row over Japanese 
school histoty textbooks (Aug. 1). 


HONGKONG 
Governor Sir Edward Youde returned 
from talks in London: o 


NEW BROOM = _ — m 
- Assistant Secretary of State for East pt 


. analyst in the United States 


"move is expected despite protests 


appears to stém more from. : 


-perhaps belated recognition that 
retail banking i 
“easiest way to make money and that | р 








Asia and the Pacific John Holdridge | 
may.soon lose his job, according to 
sources in Washington. New 
Secretary of State George Shultz is 
reportedly canvassing for a 
replacement for Holdridge. 
Meanwhile, David Laux, a China 


Commerce Department, is tipped 
to become the new China expert in 
the National Security Council. The 


from pro-Taiwan conservatives in 
President Ronald Reagan's 
administration. 


DON'T BANK ON IT ! 
The sharp fall of the Hongkong | 
stockmarket and currency recently 


mundane factors than the much: | 
talked-about long-range political ~ 
fears. Leading the rout was normally 
steady Hang Seng Bank — a 
subsidiary of the Hongkong and 
Shanghai Bank — which fell 13.5% 
inthe week to August 3, and 9% on 
that day alone. The reason was 


not always the 





exuberant mortgage lending 


ed city following Hindu-Muslim riots (July 
29)..Prime Minister Indira Gandhi arrived in 
Washington for an official visit (July 28). Mrs 
Gandhi and President Ronald Reagan re- 
solved a long-standing dispute over supply of 
nuclear fuel (July 29). 


INDONESIA 

Malaysian Foreign Minister Tan Sri Gha- 
zali Shafie had talks with President Suharto 
and Foreign Minister Mochtar Kusumaat- | 
madja (July. 30). The secretary-general ofthe | 
ruling. Golkar functional groups, Maj.-Gen. 
Muchlis Sugianto, died aged 57 (July 31). 


JAPAN 
At least 80 people were feared dead as Ty- 
phoon Bess struck central Japan (Aug. 2). 


MALAYSIA 
Tibet's spiritual leader, the Dalai Lama, 
met local religious leaders during his unoffi- 
cial visit (July 28). 
NEPAL 
About 90 people were killed in floods 
northeast of Kathmandu (Aug. 1). 


NEW ZEALAND 





Sue Wood, a 33-year-old public relations | 30 
consultant, was elected president of the ruling 


- | National Party (Aug. 2). 


money market allowed short- 
interest to fall faster — 24 


PAPUA NEW GUINEA 
Michael Somare was-elected 
ter, succeeding Sir Julius Chan (Au 


PHILIPPINES. р 

Police arrested two men in connection 
the attempted assassination of Minist 
State for Foreign Affairs Emmanuel Pela 
the Daily Express said (July 28). : i 


SINGAPORE _ 


The Dalai Lama arrived for an unoffi 
visit (July 29). i Sel | 


| SOUTH KOREA 


A total of 15,681 people were arr 
crackdown on so-called habitual lawbr 
police announced (July 30). - 


SRI LANKA: i SE ts OR 

А state of emergency was declared 
Sinhalese-Muslim riots in the city of 
(July 30); 0 os : AS 


THAILAND: 
Vietnamese 


li Shafie jad ti h-Thai Foreign 
i Sawetsila (July 31). 





FOR SALE BY WORLD WIDE TENDER. 





BELCONNEN MALL SHOPPING COMPLEX. 
CANBERRA, AUSTRALIA. 


he Commonwealth of Australia, 

through Marketing Agents Richard 
Ellis, invites world wide tenders for the sale 
of Belconnen Mall — a spectacular 
shopping centre complex, situated in 
Canberra, Australia's national capital. 

Belconnen Mall stands on a large 
6.967 hectare site, only 11 kilometres from 
the heart of Canberra City. Opened in 
February 1978, it offers a wide variety of 
stores and facilities to the people of 
Canberra — a populatión of approximately 
228,000. 

The complex itself comprises over 
55,000 square metres of air-conditioned 
retail space and includes five major stores, 
two variety stores, 131 specialty shops, 

31 service/professional outlets; child- 
minding centre, administration office and a 
3-bedroom caretaker's flat. 

Major tenants include Myer, Coles, 


Woolworths and J.B. Young. 

Leading national specialty tenants 
include Sussan, Katies, Sportsgirl, Mark 
Foys, Angus & Coote and Edments. 

Service tenants include ANZ Bank, Bank 
of NSW, National Bank, Telecom, OPSM. 

The Belconnen Mall complex consists 
of three levels of retail space with 1800 car 
parks, the majority of which are under 
cover. The complex also boasts excellent 
loading facilities and a sophisticated 
security system. 

This spectacular shopping complex is 
now available for sale by world wide tender, 
offering a rare and profitable investment 
opportunity in Australia's Capital city. 
Tenders for the purchase of Belconnen 
Mall close on 21st October, 1982. 

Brochures containing further details are 
available to all serious enquiries, by 
contacting: 


Hong Kong 

Richard Ellis 

1704—6 New World Tower 

16—18 Queens Road Central 

Hong Kong. 

Telephone: 5-241005. Telex: 60094 
Singapore 

Richard Ellis 

Tanglin P.O. Box 357, Singapore 9124. 
Telephone: 235 4755. Telex: 25268 


Richard Ellis 





Richard Ellis (NSW) Pty Ltd 

CBA Centre, 60 Margaret Street 
Sydney, Australia. 

Telephone: (02) 27 3933. Telex: 71887 


RAB 4516 


10 


AUGUST 6. 1982 e FAR EASTERN ECONOMIC REVIEW 


| Don't wait while. a weak link n 
threatens your power chain. 


. An unused replacement for every major component of a 
1215 MWe pressurized water nuclear power plant is now avail- 
able for delivery to almost anywhere in the world. This includes 
the nuclear steam supply system, a complete 1215 MW GE 
60 cycle turbine generator package and many other compo- 
nents such as pumps, feedwater pump turbines, valves, heat 

hangers and instrumentation. Each has been careful 
red under controlled conditions, with maintenance records 
able for your review. All prices are negotiable. 


For a detailed list of components and consultation 
rding compatibility please phone or Ne Ron Berch 
ht ; 


94119. Telephone (415) 7 768-4203. 








REGIONAL 


| HORE 
. in Pusan arson case 

' Government prosecutors de- 
| — manded heavy sentences for 16 
a. E le, including а Roman 
_ Catholic priest, accused of in- 
volvement in the March 18 
burning of the United States 
— cultural centre in Pusan. Death 
by hanging was sought for Mun 
_ Pu Shik and Kim Hyon Jang, 
_ the two prime suspects in the 
_ arson; life terms were sought 
—— for five female students who al- 
а legedly participated, and a 
fivetyear sentence was 'de- 
manded for the Rev. Choi Ki 
| Shik, a Roman Catholic priest 
- from Wonju who, it is claimed, 
= Provides two suspects in the 
_ case with shelter. 

Focus of the trial has been 
the. prosecution’s contention 
‘that the arsonists are com- 
_ munists, an accusation strenu- 
` ously denied by the defendants, 
who claimed their action was in 

test against the US support 
for President Chun Doo 
_ Hwan's government. The Dis- 
trict Court is expected to pass 

~ Sentence on thé group soon. 
— SHIM JAE HOON 


E 


E of five men accused of 
- murdering the former speaker 
— of the Negri Sembilan state 
legislature died on August 2 on 
his way to hospital from prison. 
Businessman Aziz Tumpuk, 
| 53, was charged with four 
ка others, including Culture, 
— Youth and Sports Minister 
-. Datuk Mokhtar Hashim, on 
` July 10. According to reports 
- he suffered from stomach ul- 
cers and had been admitted to 
hospital three times since he 
. was remanded. —K.DAS 







Зеу 


есй 


Br ‘The first batch of more than 
- 4,000 Afghan refugees began a 
— long journey from Pakistan to 
© Turkey on August З in what 
E Will be the largest single re- 
fugee ajrlift operation since the 
Soviet invasion of their country 
— neatly three years ago. Kir- 
E ghiz, Uzbek, Turkoman and 
Kazakh tribespeople will travel 
___ by bus and train to reception 
— centres in Rawalpindi and 
Karachi and 18 aircraft char- 
tered by the inter-government- 
al committee on migration and 


funded by the United Nations 
at a cost of about US$1.6 mil- 
lion will fly them to their new 
home. 

After unsuccessful attempts 
to seek resettlement in Alaska 
and Canada, the Kirghiz — 
who fled the Soviet Union for 
Afghanistan in the 1920s and 
moved briefly to China prior to 
the communist revolution 
there — and the other groups 
have been accepted by Ankara 
by virtue of their Turkic origins 
and common religious beliefs. 
About 340 were in the first 
batch. — JOHN FULLERTON 


Mahathir digs at 
Australian policy 


Malaysia's Prime Minister 
Datuk Seri Mahathir Moha- 
mad met his Australian counter- 
part Malcolm Fraser for talks 
in Kuala Lumpur on August 
2. "While wider questions 
such as the Cambodian conflict 
were discussed, the main focus 
of more than four hours of talks 
was on bilateral relations. 

Mahathir surprised 
Fraser delegation when in a 
speech at a banquet in honour 
of the visiting prime minister, 
he apparently renewed criti- 
cism of Australia over trade 
protection. and selective im- 
migration and the allegedly 
"patronising" attitude of some 
Australians and their institu- 
tions (including the media). 

At à press conference Fraser 
vigorously denied that Austra- 
lia's immigration policy was 
discriminatory and strongly de- 
fended its record їп opening its 
markets to ‘goods from 
Malaysia and other Asean 
countries. After a second and 
final round of talks, Mahathir 
said the *digs" he made at Aus- 
tralia in his banquet. speech 
were intended to be light- 
hearted and had been misun- 
derstood. He said the talks 
with Fraser “helped clear up 
Malaysian *misconceptions." 

— MICHAEL RICHARDSON 


Sri Lanka Constitution 


‚тау be amended 


The third amendment to Sri 
Lanka's 1978 Constitution was 
presented. to parliament on 
August 3 by Prime Minister 
Ranasinghe .Premadasa. This 
amendment enables an incum- 
bent president to seek a man- 
date for a further period of of- 
fice four years after the com- 
mencement of his term. 

— MANIK DE SILVA 


ће 


BUSINESS 


Hongkong securities 

trader halts business 

A member of the Far East Ex- 
change, one of Hongkong's 
four stock exchanges, has re- 
quested voluntary suspension 
from trading as the authorities 
investigate several claims 
against his company. In addi- 
tion, the Federation of Hong- 
kong Stock Exchanges an- 
nounced it would hear claims 
on the Stock Exchanges Gom- 
pensation Fund over another 
securities-dealing firm which 


| suspended trading recently 
after hitting cash-flow 
problems. 


The brokers' difficulties ap- 
pear to es "up the length 
ind depth of the, Hongkong 
stockmarket's decline in a 
period of high interest rates. 
i — PAUL SILLITOE 
TDK to emphasise 
direct sales 
Japan's TDK Electronics Inc., 
which recently reported higher 
earnings and sales for its fiscal 
first half, intends to stress di- 
rect sales of its tapes and other 
electronic equipment to major 
customers, such as IBM,’ 
Kodak and RCA. Katsuro 
Kamiya,’ executive vice-presi- 
dent, said TDK will also seek 
to develop semiconductor-re- 
lated technology, new record- 
ing media (including optical re- 
cords) and structural ceramics. 
The company recently received’ 
Japanese Government permis- 
sion to export its new ferrite 
paint for possible use on so- 
called stealth. missiles, but 
Kamiya said TDK has no im- 
mediate plans to соттег-: 
cialise that product. 
— MIKE THARP 


id rmt gg 


Malaysian-based  rig-building 
and construction group Promet 
Bhd has obtained, through its 
80%-owned subsidiary, Hong- 
kong-registered Promet Energy 
Ltd, a concession to explore 
and develop 18,000 sq. kms off 
Aru island near West Irian 
urider a contract expected to be 
signed this month, sources 
said. 

Promet Energy will spend an 
estimated US$60 million on the 
exploration, which is expected 


‘to last at least six years, and will 
bear all exploration, produc- 


tion and operating costs. It is 
understood that Promet will re- 
tain all the output between the 
start of production and the 
total recovery of costs. After 
that, oi] output will be shared 
between Promet and Per- 
tamina, the Indonesian state 
oil firm, on a 65:35 basis, while 
gas production will be split 
35:65. Promet has yet to make 
a formal announcement of the 


deal. — FRIEDA KOH 
Textile exporters to 
form strategy 


Developing Asian textile-ex- - 
porting countries will meet 
later in August to formulate a 
strategy against the Éuropean 
Economic Community's move 
for curbs on garment imports. 
The meeting was earlier sche- 
duled to take place in Bangkok 


Indian textile mil holding out. 





but it will now be held else- 
where because Thailand has — 
to its neighbours’ surprise — 
signed.a textile agreement with 
the ‘EEC. India, Hongkong, 
Taiwan and South Korea are 
among the Asian countries yet 
to sign an agreement while 
Pakistan and Sri Lanka are 
among those which have, The 
EEC has warned that if agree- 
ments are not reached by Sep- 
tember 24, negotiations will be 
deemed to have failed. But 
India, which begins its negotia- 
tions on September 17, seems 
unperturbed. —MOHAN RAM 


So aks өл 


Atlantic Richfield Co. Ltd, or 
Arco, the seventh-largest oil 
company in the United States, 
has applied to delist its shares 
from the Tokyo Stock Ex- 
change. This is the third 
foreign company in 1982 to 
make such an application. 
High costs, paperwork and low 
investor interest were Arco's 
reasons for its decision. 

— HIKARU KERNS 
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Cover: Morgan Chua - 


itis a triumphal progress for Indian Prime Minis- 
ter Indira Gandhi as she is feted like an empress 
in Washington by President Ronald Reagan, un- 
doing in large measure the damage done by her 
disastrous visit to the United States 11 years 
ago. Although Mrs Gandhi’s harsher side did 
show through on occasion, particularly when 
talking about international lending, she was on 
the whole as friendly towards Reagan as he was 
to her, establishing in American eyes not only 
Meme that India is non-aligned (rather than an ally of 
7e Moscow) but is also now a viable nation rather 
than the world's poorhouse, as many thought. Richard Nations re- 
^. ports from Washington, while Salamat Ali assesses Indian reaction 
| i | Fullerton reports on Pakistan's wait-and-see (but. 
^hopeful) attitude. And from New Delhi Mohan Ram looks at the pros- 
` pects of new arms deals arising from the visit. Pages 12-14 








Page 15 mio | 
"Hongkong's great debate — over 


| the expiry of the lease on the New | 


Territories — escalates further as 
. Governor Sir Edward Youde re- 
“turns from talks in London amid 

new. revelations of possible 

Chinese post-1997 scenarios. 


. Раде 16 . X 
Vietnam’s Foreign Minister 
Nguyen Co Thach tries a new tack 
in Bangkok after his tough talking 
in Singapore. Meanwhile, former 
gonore Thach Reng returns to 
,ambodia as a guerilla leader. 


Pages 19-22 

“Indonesia’s newest province, 
East Timor, still faces many pro- 
blems, but Jakarta officials insist 
that great strides are being made 
in integration of the former Portu- 
guese territory. 
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Page 25 
The debate over mandatory hang- 


ing. under Malaysia's Internal 


Security Act gathers steam as 
five convicted men win stays of 
execution. 


Page 30 
The French rediscover Asia, dip- 


lomaticaly speaking, but they face. 


face problems in the region. 


Pages 31-32 


А тое image-conscious 
People's Action Party in Singa- 


| pore takes a benevolent line on 


parliamentary 
Jeyaretnam. 


Page 34 

Japan increases defence spend- 
ing in a move which Washington 
hopes will extend the country’s 


sniper J. B. 


defence perimeter to 1,000 miles. . 
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Vietnam: The bamboo gulag 
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Economies: The squeeze is 
on in Malaysia 
A tight spot ín Singapore 
Planters punched by prices . 
Finance: Hongkong's Mighty 
nice gesture 
inopportune cost 








etrochemicals companies 
ring from Taiwan - > 







Malaysia reels under a deepening 
recession which is not expected 
to lift until late 1983 at the earliest, 
and its vital. plantations sector 
seems likely to suffer for even 
longer. Meanwhile, Singapore is 
also in the middle of a dramatic. 
plunge. ч 
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Радебб © = i . 

Singapore's two leading Chines: 
newspapers seem set to tie up. 
but it promises to be an uneas' 


















match. 


Budgets: More of the same in Manila. 
Media: A merger's paper value — 
Company results is à 
Stockmarkets _. 
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THE UNIVERSITY OF PAPUA NEW GUINEA - 


(Port Moresby) 
ECONOMICS DEPARTMENT 


Applications 31 areinvited from suitably qualified persons forthe following positionsi in 
the department of Economics: 


1. ASSOCIATE PROFESSOR/SENIOR LECT URER | 
Preference will be given to candidates having a Ph.D or equivalent, internati 
ally recognized academic achievements and ability to provide leadership in 
teaching and research. The applicants should have specialized in the Economic 
Theory of Socialism, Economic Planning and Comparative Economic Systei ns, 

. having a strong interest in Marxian Economics with reference to. орі 
»: economies. . 


The successful applicant will teach mainly in the най уеаг of the und 
graduate Economics Degree and in the Honours programme, from First Semester | 
. (February) 1983. kr | 


SENIOR LECTURER/LECTURER - | 
Preference will be given to candidates having aPh.Dor eqitvaleut gusti cation. 

' Teaching and/or resear ch experience relevant to a developing FORSE would be 
an advantage. 


The applicants should have specialized in Macro. Economics with applied. in- v 
terests in International Trade The Regional Economics and Economic Policy. | 


-The successful applicant will be engaged n teaching undergraduate and Hon- 
"ours level courses and in supervisin research at Honours and pos gradi e 
Jevels. а 


SALAR s Assoc te Professor : - K20, 680 pe annum plus diui | 
. —'. Senior Lecturer =- : К18,680 per annum plus gratuity - 
Lecturer 2 . bo жый K16,830 per annum plus gratuity 
Lecturerl. fa K14,980 per annum plus gratuity 


Applications will be treated as Strictly confidential and should include a full cur- 
ри vitae, a recent ‘passport size photograph, the names and addresses of three: re- 


entitlement i is based on 24% of salary cared and is payable in installments i 
ump sum and is taxed at a flat rate of 2%. In addition to the salaries quoted above, 
he main benefits include: support for approved research rent-free accommodation; - 
appointment and repatriation airfares for appointee and dependants; settling-in and з 
.settling-out allowances, 6 weeks annual recreation leave with home airfares available 
-after each 18 months of continuous service; generous education subsidies for children 
attending schools in PNG or overseas; a salary continuation scheme to cover ex- . 


. tended illness or disability. Applicants who wish to arangi secondment from their _ 


home institutions will be welcome. 


i Applications should be forwarded to the Assistant Secretary (Staffing), University of 
_ Papua New. Guinea, POBox 320, UNIVERSITY, to reach him no later than 31 August р 
DH. 
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to resolve these through bila 


Сега negotiations, In fact, the two are con- 


templating signing a treaty of friendship. 


However, the Soviet Union is unhappy |..- 


‘at the prospects of India mending fences 
‘with its neighbours and improving rela 
tions with the US. Chanda would have 


done well to probe Rao's mind on the 
Soviet attitude. It is true that India wants 
to maintain cordial relations with the 
Soviet Union. But is the Soviet Union pre- 
pared to agree to a situation in which India 
would maintain good relations with all, 
particularly with the US and with India’s 
neighbours? The Soviet Union and the 
Moscow lobby in India would like India to 
toe the Moscow line on major policy. 

On the question of Cambodia also, Rao 
tried to skirt the main issue. India's inabil- 
ity to assess properly the sentiments of 
Asean on the Cambodian issue has led toa 
communication gap between the two. Rao 
has not been quite forthright on this ques- 
tion. It is noteworthy that Rao virtually 
evaded.the question when asked what 
India's stand would be towards the new 
coalition in Cambodia. India's stand in 
this regard has been vague. Having hastily 
recognised the Héng Samrin regime, 
perhaps under Soviet pressure, New Delhi 
finds it difficult to retráce its steps. 

New Delhi KUMUD SAXENA 


Goh, it was Ong 


mate powers to hire, fire, promote, i 
mote and transfer any or all managers ; 
and when the need dictates. 

The politics of power consolidation hi 
never. sounded more familiar. М 
Zedong used campaign after campa 
dislodge his political rivals from within 
Communist Party and to consolidate 
hold of the nation's destiny. Similarly Le 
has used the problem of leadership succ 
sion to sideline his rivals. He has used һ 
second industrial revolution to raise a 
litical star and subsequently i to Чоу 
him. 

Rather. than Spèculating i 


fore Tan, it was Bi 
ng С ong. Bi 
Ong, it was Tan Eng Lian 


Chiaw Meng. 
Kuan Yew owe see: 


Toronto 





APPOINTMENTS | 


NATIONAL UNIVERSITY OF SINGAPORE 
ECONOMIC RESEARCH CENTRE 


A non-faculty department, the Centre carries out policy-oriented studies on develop- 
ment problems in Southeast Asia, particularly Singapore. It invites applications for ap- ; 


pointment to the posts of: 


(A) RESEARCH FELLOW 


Candidates should have postgraduate qualifications i in Eeohomice, preferably a 

Ph. D. degree. Preference will be given to applicants who have specialised in Iri 

ternational Economics or Development Economics. Previous working experi- : 
ence in a university or private sector research organisation is desirable. 


RESEARCH ASSISTANT 


Candidates should have a good Honours degree in Economics c or Statistics. P 
ference will be given to applicants who have experience in Applied Economic re 


search. 


Gross monthly emoluments are in the range of: Post (A) 5$2050-5$4250; Post (8) 
$$1600-S$2800. In addition, the University pays a 13th month annual allowance оќопе 
month's salary in December of each year. Leave, medical and provident fund benefits. 


are also available. 
(US$1 = S$2.15 approx.) 


Application forms and information on terms and conditions оге service may be obtai ned ; 


from: 


Director of Personnel 


National University of Singapore 
Kent Ridge, Singapore 051} . 
REPUBLIC OF SINGAPORE : 





Diamondlike lustre 
enhanced by time. 
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brilliant, resilient, and five times harder than steel. 


A prized possession should most expensive watches do not and elegant, and bestowed it 


endure. Exceed watches do. affect the beauty of Exceed. An with a quartz movement 

They keep their deep rich Exceed watch looks as brilliant ^ accurate to within seconds a 
lustre for years, because they are after years of service asit does month. For the man or woman 
protected by a space-age alloy the day you first put it on. with a taste for lasting beauty, 
close in hardness to diamond. Yet for all its resilience, here is a watch that will endure 
Scratches that dull even the Citizen has made Exceed slim the test of time. 
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LETTERS TO THE EDITOR 





More on martial law 





Bangladeshi troops: sharing responsibility 





the Indian Indepen- 
dence Act of 1947, 
had no power to dis- 
solve the assembly. In 
1972, the Pakistan 
Supreme Court 
seemed to have en- 
dorsed the view that 
Ghulam was the first 
“Guy Fawkes of 
Pakistan.” 

In 1958, Pakistan's 
first president, Iskan- 
dar Mirza, in collu- 
sion with the army 
chief. Ayub, abro- 
gated the 1956 Con- 








Martial law’s failings [Letters, REVIEW, 
June 18] was full of myths and sweeping 
generalisations. The writer’s abhorrence 
of martial law does not justify distortion of 
historical facts. After the 1971 war for in- 
dependence, the elected Bangladeshi re- 
presentatives formed a democratic gov- 
ernment and a parliament. The parlia- 
ment adopted a Constitution which pro- 
vided for a multi-party democracy. 

In 1974, parliament, by a constitutional 
amendment, abolished the multi-party 
system and introduced one-party rule. 
This and the subsequent coups and 
counter-coups in 1975 ended the fledgling 
democracy. So, the writer's claim that 
Lieut-Gen. H. M. Ershad crushed “the 
nascent democratic order in Bangladesh” 
is wrong. Ershad played no role in the 
events of 1974 and 1975. 

After a period of martial-law rule, 
democracy was reintroduced in 
Bangladesh by Ziaur Rahman. Zia's suc- 
cessor as president, Abdus Sattar, despite 
his election victory, was unable to cope 
with multiple crises — massive food short- 
ages, financial bankruptcy, and corrup- 
tion and inefficiency in government. Fac- 
tional infighting within the ruling party 
and the relentless pressure exerted on the 
new president by various factions to ex- 
tract their pound of flesh (or power) seri- 
ously diminished Sattar's authority to take 
bold. decisive and prompt action. The 
new government soon became ineffective 
and people were expecting the army to 
take over. In these circumstances, the 
militarv's taking over the reins of govern- 
ment was hardly rule by force. 

Contrary to the assertion that Gen. 
Ayub Khan “made the same mistake" 
(i.e. crushed democracy in Pakistan). 
Ayub was not solely or even primarily re- 
sponsible for ending democracy in Pakis- 
tan. The Pakistan Constituent Assembly 
put off the task of framing a Constitution 
for nine years, and its members undemo- 
cratically held their seats without facing 
elections for seven years until the assem- 
bly was dissolved in 1954 by Governor- 
General Ghulam Muhammad who, under 
the Government of India Act of 1935 and 
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stitution, imposed 
martial law, and appointed Ayub chief 
martial-law administrator. Thus, martial 
law was first clamped on Pakistan by a 
civilian head of state. lt is interesting 
that in Bangladesh, too, martial law was 
first imposed in 1975 by a civilian govern- 
ment. 

Bangladesh will have either alternate 
civilian and military rule, or constitution- 
ally recognised military participation in 
government. An institutionalised role for 
the military in the country's governance is 
preferable to alternate civilian and mili- 
tary rule. By sharing with civilians the re- 
sponsibility for solving the country's 
economic and social problems, the mili- 
tary will experience at first hand the con- 
straints (scarcity of resources, backward- 
ness, massive unemployment, etc.) that 
make it so difficult for the government to 
achieve spectacular success in resolving 
problems. Discipline in the army will be 
better maintained when the military par- 
ticipates in the government under a con- 
stitutional mandate. 


New York SYED M. HUSSAIN 


India in the world 
Nayan Chanda's interview with India's 
Foreign Minister P. V. Narasimha Rao 
[REVIEW. July 2] provides a lucid analysis 
of India's foreign policy. There has been 
considerable transformation in the at- 
titudes of both India and the United States 
on major issues. Just as India has realised 
the dangers of the presence of the Soviet 
troops in Afghanistan, the US has also 
realised the need to eliminate tensions be- 
tween India and Pakistan. If India has 
conceded Pakistan's right to modernise its 
defence capability, the US is earnest in 
assuring New Delhi that the arms supplied 
to Pakistan are not intended for use 
against India 

Likewise, in Sino-Indian relations there 
has been a perceptible change in the at- 
titudes of the two countries. Much water 
has flown down the Ganga as well as the 
Yangzi since the 1962 conflict between the 
two great neighbours. Both China and 
India have softened their stands on the 
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LETTER FROM ‘KHALISTAN’ 


11 pow need a hero figure; everyone 

needs a hero figure," says Dr Jagjit 
Singh Chauhan, late of Punjab, now of 
Reading, England. And he is setting 
himself up as a hero figure to India's 14 
million Sikhs as well as to the estimated 2 
million who live elsewhere by taking on 
the massive task of establishing a Sikh 
homeland — Khalistan. 

"Every nation has its time," the white- 
bearded doctor told this writer, "its op- 
timum boiling point. The Sikhs have 
reached that point. Our intelligence ser- 
vice says that 80-90% of Sikhs support 
our cause directly or indirectly.” 

Chauhan leads the campaign from his 
nephew's suburban home in a neat hous- 
ing estate on the outskirts of Reading. It 
is the epitome of middle-class England 
— except for the 
startlingly incongru- 
ous figure of Chau- 
han himself, the self- 
styled president of 
Khalistan. “No, the 
neighbours don't 
mind," he said. "I 
keep a low profile 
here. Mostly I work in 
the garden or meditate 
or I'm travelling." 

The biggest disrup- 
tion has been to the 
life of nephew Iqbal, 
a railway clerk and a 
British citizen who 
has dabbled in Con- 
servative Party poli- 
tics and who looks as 
English as all the 
other residents in his 
road. “My house has 
become part of Khalistan," he said with 
a smile as Chauhan held forth. And he 
has been prevailed on to grow a beard, to 
reduce his uncle's embarrassment at 
having someone so close without the ac- 
coutrements of Sikhism. Chauhan has 
the air of a man used to getting his way. 

And the former finance minister in the 
Punjab state government expects to get 
his way on Khalistan within two years. 
He maintains that "India is on the verge 
of disintegration and in that chaos the 
communists stand the best chance. Bear- 
ing in mind Soviet expansion, the next 
line of defence must be Khalistan." The 
communist threat dominates his political 
analysis. The Soviets have gained con- 
trol in Afghanistan, and Pakistan is un- 
stable, he argues, so an independent 
Khalistan on Pakistan's border would 
form a key line of defence against Soviet 
expansion in the region. 

But he sees beyond that to a United 
States of South Asia — or at least a "sec- 
ond best" vision of a United States of 
India. Either way Khalistan would be a 
rich neutral model. "Instead of killing 
the communists let us defeat them in the 
field of work as has been done in 


Chauhan: the neighbours don't mind. 


Europe. Hard work, freedom and free 
trade is the way," he said. 

Khalistan would not be a theocratic 
state but “the tolerance, liberalism and 
advanced ideas of the Sikh religion 
would put us in a position of being the 
rallying point for all the religions of the 
world.” A book by American evangelist 
Billy Graham is displayed prominently 
on the sideboard and the stereo plays 
Sikh devotional music. As with the talk 
of communism, the effect seems calcu- 
lated — not surprising, perhaps, from a 
man who quotes Chanakya, the 
Machiavelli of Indian political thought: 
“Never tell the truth — always fool your 
enemy.” 

Chauhan has been involved in politics 
since his student days but first stood for 
_ election in Punjab in 
& 1956, winning a seat 
z in the State Assembly 
2 six years later. He be- 

came deputy speaker, 

finance minister and 
general secretary of 
the Shiromani Akali 

Dal (the body over- 

seeing Sikh temples). 

The assembly was dis- 

solved in 1970, the 

year from which he 
dates his commitment 
to the Khalistan 
cause. “I said, ‘Oh, 
my dear, what sort of 
state we have got? It 
is nothing. They are 
exploiting us worse 
than the British'." 
Seven years of self- 
exile in Britain fol- 
lowed, during which time his passport 
was cancelled. He now travels on a re- 
cently acquired British certificate of 
identity. He says his travelling — he was 
recently lobbying in Washington in be- 
tween trips to Western Europe and he 
plans to visit Sikhs in Southeast Asia — 
is financed by his hospital in Tanda in 
Punjab. A newsletter has begun to ap- 
pear and he hopes to establish an inter- 
national Sikh centre in the London sub- 
urb of Southhall, home of many of Bri- 
tain’s 250,000-strong Sikh community. 

“We are short of finance, but if you 
call for money people start stories.” 
That is why, he says, he lives out of two 
suitcases and his nephew's modest 
home. Some money is being raised by 
the sale of Khalistan stamps — as at the 


Khalistan banknote: symbolic value 





POSTAGE KHALISTAN 


top of this page — passports and cur- 
rency notes which feature Sikh heroes. 
These items, he stresses, have symbolic 
as well as souvenir value: “If we want to 
run a government it won't be like Af- 
ghanistan. We will be able simply to 
switch on when the time comes.” 

He welcomes the election of Zail 
Singh as president of India and points 
out that the move stems from Prime 
Minister Indira Gandhi's need to please 
the Sikhs. *Without Sikhs, India cannot 
live. We produce most of the food and 
the soldiery. The Sikhs are scattered all 
over the place so if they want to paralyse 
operations they can easily do so." 

One reason the Sikhs have been slow 
to accept him as “president,” he admits, 
is that people were not sure he would 
make a stand. “Now their doubts are 
clearing up. That is the report from our 
intelligence, which is very good." He 
also admits that some Sikhs favour au- 
tonomy rather than independence. “But 
if we have to fight, then why not demand 
our full rights as a nation, which we 
could have got from the British? On par- 
titition in 1947 we were recognised as a 
third nation but we were flattered by 
being asked to defend India. We were 
foolish: it was our greatest political blun- 
der." 

There is little doubt that Chauhan is to 
a large extent a voice crying in the 
wilderness. The Khalistan movement 
has gathered strength only very slowly — 
and an Asian political leader operating 
from a suburban home in England must 
be taken with a pinch of salt. But, on the 
other hand, political figures as powerful 
as Marx and Mohammed Ali Jinnah 
both lived at some stage in England. 
And there are indications that India is 
beginning to take Khalistan seriously. 

For instance, India protested to the 
United States over the issue of a US 
entry certificate to Chauhan after his 
Indian passport had been withdrawn. 
And just recently Zail Singh attacked 
what he called chauvinist Sikhs who 
support Khalistan. 

Independence will not 
be easy. "When a child is 
born, how much pain is 
there," said Chauhan, 
the medical metaphor 
unsurprising from а 
fourth-generation doc- 
tor. "But afterwards 
everyone is happy." 

— DANIEL NELSON 
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previous period's close. The Straits Times 
Industrial Index ended at 687.6 for a rise of 
18.35 points. Volumes were modest but 
firm — remaining in the range of 4 million 
shares daily for all four sessions. 

Analysts were surprised by the sharp 
upturn but it does not appear to have lifted 
their forecasts for coming weeks. There is 
à perception among some that the local 
market, whatever its weaknesses, is being 
dragged further down by the even poorer 
outlook for the Kuala Lumpur market. 


Kuala Lumpur 


In a period shortened to three-and-a-half 
days’ trading by the Muslim Hari Raya 
holiday, the market finally turned up- 
wards after 10 weeks of falls. Fraser's In- 
dustrial Index gained 36.55 points to close 
at 2,290.74, with rises on July 20 and 21 
and in the half-day session on July 22. The 
reopening on July 26 saw a slight retreat, 
however, matching the pattern in Hong- 
kong. Total turnover was almost halved at 
10.1 million units, with values nearly two- 
thirds down at M$20.9 million (US$8.8 
million). Malayan United Industries 
(MUI), Multi-Purpose Holdings and Gen- 
eral Corp. were the week's most active 
counters, all showing gains. MUI sub- 
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sidiary Central Sugars put on 80M cents to 
M$12, the biggest rise on the board, while 
associate company Pan Malaysia Cement 
added 30 cents to M$3.66. 


Taipei 


The average weighted price index fell two 
points to 454.82 while average volume 
traded UMS to NT$197 million 
(US$5.1 million) — a five-year low — 
causing analysts to quip that investors had 
gone on summer holiday. The lingering 
economic recession has clearly tainted the 
market. According to a government state- 
ment, the economy grew at a real annual 
rate of only 3.5% in the first half of the 
year, far below the 7.5% target for the 
year. Exports showed no growth over the 
first half of 1981. 


Tokyo 


Prices started to firm up halfway through 
the period but dropped on the final day, 
leaving the Nikkei-Dow Jones Average 
with an overall loss of 33.9 points. Inves- 
tors turned to more speculative issues, 
particularly in the market's second sector 
where shares of smaller companies are 
traded, while blue chips were generally 
sluggish. Non-ferrous metals were in de- 
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with pharmaceutical divisions. Turnove 
was 170 million shares. КР 
Seoul : 
The market closed with mixed results. The , 
composite share price index finished at 
169.7, down 0.1 points. Banking and con- 
struction shares rose sharply after the gov- 
ernment said it would denationalise two 
commercial banks. Vehicle shares also 
gained slightly owing to an improvement 
in the finances of the vehicle industry dur- 
ing the past six months. Daily average 4 
trading volume was 7 million shares. 


Bangkok А 


The market continued to improve, helped — 
by forecasts that domestic and foreign in- | 
terest rates were headed downwards. Siam _ 
Cement attracted attention. Average — 


daily turnover was Baht 12.6 million — 
(US$549,565). The Book Club Index 
gained 0.65 points to close at 94.39. 
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*he period to July 26 brought cheer for 
'some, with Australia leading the pack 
on signs of easier world interest rates and 
| improved prices for key metals. Singapore 

-and Malaysia rallied after long declines, 
though there were doubts that a secular 
was in store. 


ustralia 


е period got off to a strong start, with 
Australian All-Ordinaries Index put- 
gon 15.1 pointson July 21. The increase 
1s attributed largely to overseas buying 
base-metals stocks. Following the ad- 
Vance, however, a two-day period of con- 
lidation set in before the index moved 
ead by another 4.8 points on July 26, the 
day of the period, to close at 478.2, for 
n overall gain of 20 points. Analysts say 
ich now depends on whether overseas 
'est in the market will be sustained. 


Zealand 


small rally ran out of steam midway 
ough the period. Turnover remained 
Buyers are selective and price sensi- 


eer for some 


tive ahead of the budget, now officially 
scheduled to be announced on Aug. 5. 
Government signals on what will be in the 
budget have not been clearso investors are 
content to wait and see. Sentiment on the 
market's direction is mixed and going by 
his record in past budgets, Prime Minister 
Robert Muldoon is unlikely to do much to 
clarify things ahead of this one, Muldoon's 
budgets tend to be political as much as 
economic documents and his slim par- 
liamentary majority is unlikely to change 
that. 


Oils were stirred by rumours of a possible 
strike at a second exploratory well in the 
Linapacan area, off northwest Palawan, 
on July 26. Two of the issues with stakes 
there, Oriental and Philodrill, saw very 
heavy trading compared with recent dull 
conditions in the oil sector generally. 
Share price movements overall showed an 
irregularly higher trend. Volume turnover 
reached 710.8 million shares, most of 
which came from low-priced speculatives; 


turnover by value was P88.5 million 
(US$10.5 million) of which P63 million 
was accounted for by high-priced Semirara 
Coal. The period's trading in this issue 
represented the end of the tender offer for 
Semirara's preferred convertible shares by 
government-owned National . Develop- 
ment Co. 


Hongkong 


Prices fluctuated'within a narrow range on 
low turnover. The first two trading days of 
the period resulted in small gains, but in 
the following three sessions moderate 
losses were recorded. The Hang Seng 
Index closed at 1,271.12, down 24.63 
points. Current thinking among brokers is 
that the index is likely to remain within the 
1,250-1,350 range for some time, probably 
until economic fundamentals change sig- 
nificantly. 


Singapore 


The market staged an unexpected rally on 
the eve of the Muslim Hari Raya holiday, 
reversing a downward trend that may still 
continue. The holiday-shortened period 
finished on July 26 after three successive 
days’ gains, leaving Fraser’s Industrial 
Index at 4,010.77, up 78.25 points over the 
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Higher tax hits HME 


Preliminary results for Malaysia's third- 
largest plantations group, Harrisons 
Malaysian Estates (HME) — now in the 
process of being taken over by national 
equity corporation Permodalan Na- 
sional Bhd — show. post-tax income 
18.1% down in the year ended Mar. 31 at 
£12.2 million (US$21.8 million). At the 
pre-tax level, the decline was only 2.8% 
to £22.6 million, but sharply higher 
British corporation-tax liability took the 
group's total tax charge up £2.1 million 
to £10.4 million. After allowing for 
minority interests, attributable profit fell 
40% to £12.1 million, though the previ- 
ous year's figure had been boosted by an 
extraordinary gain of £5.4 million from 
the sale by subsidiaries of shares in Har- 
risons and Crosfield, which owns 80.8% 
of HME: 

HME's surplus on trading dropped 
from £17.3 million to £14.7 million, re- 
flecting poorer commodity prices in 
1981-82. The company's rubber crop 
dropped only marginally, from 39.4 mil- 
lion tonnes t6:/37.5 million tonnes, but 
the surplus attributable to rubber slip- 
ped from £4 million to just £606,000. The 
cocoa yield fell'27%.to 5,700 tonnes, but 
income dropped 64% to £1.1 million. 
The volüme o m pra harvested was just 
3% down, but'income was halved to 

a5mvsq 


Prudential weakens 


Interest-rate deregulation was cited as a 
negative factor for Prudential Bank, a 
medium-sized Philippine commercial 
bank which was once rumoured to be the 
target of a takédver bid by the brewery- 
based Soriano.‘conglomerate. Net in- 
come of the bank dropped to P20.9 mil- 
lion (US$2.5 million) in the year ended 
‘December 198f7ffom P22.5 million in 
the preceding.12 months, though gross 
revenue climbed to P263.4 million from 
P236.8 million. The bank attributed the 
‘earnings decline to higher operating 
costs, including an additional P 13.9 mil- 
lion in interest payments on deposits, 
after the central bank lifted all interest 
ceilings except those on loans maturing 
in one year or less. — LEO GONZAGA 


Profitable property 


A major land sale in Ulu Klang, in the 
Malaysian state of Selangor, helped 
boost unaudited net profits at Datuk 
T. K. Wen's Selangor Properties in the 
six months ended Apr. 30 to M$6.5 mil- 
lion (US$2.75 million), from just M$1.8 
million in the same period a year earlier. 
The company — Malaysia's second- 
largest property firm — gave no break- 
down of the accounts other than an esti- 
mated tax charge of M$2.1 million, up 
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£116,000. Only palm-oil prices in- 
creased, with the surplus attributable to 
the crop rising 28% on an unchanged 
yield of 144,000 tonnes. 

The board of HME declared a second 
dividend of 5.5p a share, giving 8p for 
the year, compared to 11р in 1980-81. 
The company's annual general meeting 
will be held on August 20. 

— JEFFREY SEGAL 


42.7%. In a departure from its normal 
practice, the company omitted revenue 
figures, claiming these did not give a true 
reflection of its property sales and rental 
operations. 

At group: level — including results 
from T. K. Wen and Co. and Chong 
Chook Yew, both wholly owned, and 
Damansara Developments, a joint ven- 
ture with Malayan Cement — post-tax 
income grew more slowly, rising 20.3% 
to M$7.2 million. Group accounts for 
the: 1980-81 half-year had been inflated 
by a property sale in Ampang Selangor 
by a subsidiary, the company explained. 
Interim dividend was unchanged at 5%. 

— JEFFREY SEGAL 


Gloom at BHP 


A setback in its steel operations resulted 
in the net profit of Australia-based Bro- 
ken Hill Pty (BHP) falling 26% to 
A$364.5 million (US$366.7 million) for 
the year to May 31. But group revenue 
edged ahead by 6.6% to A$4.87 billion. 
The critical factor was a loss in the steel 
division — the first in 50 years — 
amounting to A$12.6 million, compared 
with A$105.6 million profit in the previ- 
ous year. 

The other key divisions — oil and gas 
and minerals — also reported reduced 
earnings, with the first contributing 


A$268.4 million (previously A$277.3 

million) and the second A$28.6 million - 
(previously A$38.5 million). The group 

has forecast that conditions will remain 

difficult in the short term. The year saw - 
new capital investment of A$908 mil- 

lion. While cash flow during the year re- - 
mained strong. standing at A$836 mils 
lion, the group has access to new credit | 
facilities totalling US$860 million. 


— BRIAN ROBINS j 


TDK advances 


Japan's TDK Electronics Co.'s consoli- T 
dated net sales rose 21.3% for the first | 


half of its fiscal year, ended May 31, to 
¥147.6 billion (US$607.4 million). Net | 


income rose 25% over the same period a. 
year earlier to ¥11.9 billion. Magnetic - 
recording-tape sales accounted for more ` 


than half TDK's sales, increasing 35.2% 
over the previous year. Electronic mate- | 


rials and components edged up 8%, ac- _ 
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counting for 45.6% of total sales. Over- | 
seas sales by TDK increased 35% during | 
the six months. Interim dividend was | 


Dainippon Pharmaceutical Co. of Japan Я ; 
reported a recurring profit of ¥5 billion | 
(US$20 million) in the year ended n 


May, 48.4% up on the same period the 


| 


previous year. The company, which spe- | 


cialises in medicines for the physicians 


market, has introduced products for f 


nervous-system disorders as well as 


cancer and cardiac treatments. Sales | | 
came to ¥63.7 billion, 11.8% upon the f 


same term the previous year. The strong 


results were achieved despite sharp price | 


cuts in medicinal products sold in Japan _ 
since June 1981. The company increased 


its dividend by ¥0.75 to ¥6.75. Dainip- | 
pon Pharmaceutical is closely associated | | 






with the Sumitomo group. which holds 
large blocks of shares in the company. 


— HIKARU KERNS _ 


Husky Maeda 


Maeda Construction Co. of Japan regis- | 


tered a recurring profit of ¥8.9 billion - 


-< 


(US$35.7 million) in the six-month term ' | 


ended in May, an increase of 47% over 
the same period last year. Sales rose to 
¥125 billion, up 19% for the period. The _ 
company benefited from stable mate- 


rials and labour costs and expanded its | 


overseas business, particularly in South- 
east Asia. This covered weaknesses in 
domestic business. But the period also - 
saw a decline in the volume of orders, 
pointing to weaker sales in the current 
term. The largest shareholder in the 
company, with 8.5% of the equity, is 
president Matabe Maeda. Other large 
shareholders include Fuji Bank, 
Sumitomo Bank, and trust and life assur- 
ance companies. The dividend is un- 
changed at Y9. — HIKARU KERNS 
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Чоп when he did. “My pieces could have 
, fetched more, I suppose, but perhaps the 
ı upper estimate of HK$11.5 million was 


he top Knight piece, a vary rare Ming 
blue-and-white rosewater sprinkler, was 
. sold to local shipping magnate T. Y. Chao 
for HK$1.2 million (its lower estimate). "I 
bought it for £4,000 in 1968. There are 
only three of its kind known in the world, 
but I'm told its Middle: Eastern shape 
doesn’t appeal to Chinese,” Knight said. 
Singapore businessman Jack Chia paid 
HK$260,000 for a green-glazed Tang bot- 
tle (estimated value HK$200-300,000). 
JD pieces have come 
d when Knight sold а 
wl to a Hongkong 
ог HK$3.7. mil- 
iculous amount 
tth that much," 
. he said. Knight maintains he doubled his 
investment in the pieces sold last May — 
but that is over a 15-year period. 
€-yearly Sotheby auc- 
fared well. The jewel- 
(total value HK$6.85 mil- 
| was bought in, that is, 
s successful than last 
November's. According to Thompson, 
, most of the 214 lots on auction came from 
Hongkong residents. "This time, there 
were no good pieces. 
Besides, people he 
habit of buying jewel 
said — a trend which will probably go on 
as long as Hongkórig jewellers continue to 
offer generous discounts to bolster trade. 
Antique watches and clocks fared a lit- 
tle better, This growing market, cornered 
by. Antiquorum, the Swiss auctioneers, 
showed relative resilience; despite the fact 
that 14 of 174 lots attracted no bidders, the 
rest went for a total of HK$11 million 
(total estimated value HK$12-16 million). 
Local interest in antique horology has 
grown remarkably, according to Anti- 
quorum, director Osvalde Patrizzi. “In 
1978, Hongkong. accounted for 30% of 
f ож. 60% comes from 


for that bowl 


tions in Hongko 
lery sale in May 
h 


unsold) was eve 


jade in particular. 
aven't got into the | 
ery at auctions," he 





our. business, N 


Li Ka-shing bought 
at. least, three. pieces costing a total of 
HKS$1.5*million, while Hongkong-based 
operty developer Robert 
0 for an early 


Property. magnate 
















By Laxmi Nakarmi P 


Korea (CDK), a manufacturing facility 
for computer components wholly owned 
by Control Data Corp. (CDC), the Min- 
nesota-based computer giant with a global 
turnover of US$4.1 billion, has raised con- 
cern among foreign investors in South 
Korea. 

CDK was established with an invest- 
ment of US$4.6 million in 1967 to take ad- 
vantage of cheap labour here. At the time 
of its closure on July 23 the plant had | 
about 350 workers, a sharp decline from 
the peak of 1,200 in 1979. The company 
made a pre-tax profit of Won 1 billion 
(US$1.35 million) in 1981. Besides the as- 
sembly plant, CDC has a sales operation 
in Seoul. 2053. 

In a statement issued in Minneapolis, 
CDC said the closure was primarily an 
economic decision. Advances in technol- |. 
ogy have virtually eliminated the need for 
| lower-cost products manufactured at the 
Seoul plant. CDC has closed or is in the 
| process of closing several other similar 
plants located in other parts of the world. 

The chief executive of the multinational 
company, recalls one foreign business re- 
presentative who met him during his visit 
to South Korea in 1981, was looking for al- 
ternative jobs for workers after the plan- 
ned closure of the Seoul plant. which was 
described as “obsolete and redundant to 
the corporation." But the decision to close 
at this time was accelerated by recent 
labour unrest at the plant. 

The labour problems began last De- 
cember when the company's union de- 
manded a 49.9% increase in wages. Ac- 
cording to company sources, the govern- 
ment was recommending wage settle- 
ments in the 7-12% bracket. Negotiations 
dragged on for several months and the 
workers, said a source close to them, be- 
came restless and suspicious of the com- 
pany’s attitude. The two sides eventually 
agreed to 19.9%, but before that the dis- 
pute took оп а new dimension when six 
workers allegedly took the stand at a staff 
meeting and urged fellow workers to slow 
down and produce faulty products. The 
company said this act violated both Unit- 
ed States and South Korean law. The six 
workers were fired in March. 

One of them, Lee Young Sun, belonged 
to the Urban Industrial Mission (UIM), a 
Protestant-led militant trade-union move- 
ment not authorised by the government. 
During President Chun Doo Hwan's 
"purification" campaign of 1980 under 
martial law, Lee had been stripped of her - 
title as leader of the Seoul plant's union. 






Seoul: The closure of Control Data | fired colleag 1 
to UIM supporters 


be fired in the middle of a contract 
ation. The controversy was bro 
CDC's ‘annual. board. meetir 
neapolis in May when the compar 
would investigate the matter. 

Two company. vice-presidents, 
Wheeler (for human relations) 
Vargon (labour relations), flew i 
in June to settle the issue. But i 
when, according to a CDC accoun 
65 workers streamed into the re 
surrounded the two Americans, p: 





held hostage during this tim 
workers wanted them to stay o 
the dispute before they left. 





he incident provided the South 
. Government. with. dramatic 
tion to begin its all-out offens 
the UIM, whose activities symbolis 
Protestant Church's long humar 
struggle against the previous re 
thoritarian: president: Park. € 
Portraying UIM members аз : 
munists bent-on destroying labo 
agement relations and gover 
ration of labour disp 
trolled Korea Broadcasting Syste 
perhaps the most virulent in its atta 

The CDK row worsened when 
. members of the official union, ince 
what they believed was UIM's infl 
on CDC's decision to ‘close dow 
Seoul plant, assaulted five female: 
ers, three of them pregnant. 

UIM leaders deny that they inst 
















a UIM source said: *UIM does n 
vide its: members with political edu 



















. Dismissal of Lee and her supporters im- | hopi 
de: 


mediately provoked a sit-in strike at the 


plant, leading other UIM workers to add 
‘to their demand list the re-hiring of the 
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 pore's international economic image and 
that the government would not try to ar- 
rest property prices. Teh said at about the 
Same time that the government would not 
- allow prices of expatriate housing and of- 
| fices to rise to Hongkong levels. But it was 
Pelear that the government had little in- 
| terest in interfering with the speculative 
t market since Hongkong's property prices 
| and rentals were so far above Singapore's. 
L Given the government's historical 
policies, flat-owners expect there will 
р _ again be a resurgence of a highly specula- 
__ tive private residential market effectively 
- Closed to the middle-income group. But 
р the fact that a property analyst went оп re- 
| Сога recently as predicting à revival in the 
| market at the end of 1982 shows how easi- 
уа buying ѕргее may be encouraged. The 
Pi recession is certainly not coming to an end 
| in Singapore this year and perhaps not 
l even next. But it is not certain, either, that 
- the condominium market will be priced, 
Ё even in lean years, within the reach of 
A middle-income earners; a two-bedroomed 
luxury private flat still costs nearly 
E 8$500,000 after а 20% reduction from the 
d 
М. 


реак price, said one analyst. 
Only a prolonged recession going 
- beyond 1983 will substantially lower pre- 
— sent prices by as much as the 50% margin 
that prospective middle-income buyers 
d hope for because it is unlikely that owners 
| of the coming supply in the next two or 
| three years can bear a resurgence of in- 
| terest rates that may well accompany 
further recession. 
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The Far Eastern Economic Review is 
now publishing a quarterly index 

| which details by category and date 

| everything that has appeared in the 
Review. The index is available on a 
quarterly basis. Subscribe now and 
each quarterly index will be sent to you 
automatically as soon as it becomes 
available. A vital research tool, the 
Review index will save hours of need- 
less searching for information. ORDER 
YOURS TODAY! Only HK$115 
(US$20) for 4 quarterly issues. Just 
complete the coupon below and send 
with your payment. 
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Collectors' corner 


High interest rates chase speculators out of the art market, 
leaving the field to genuine connoisseurs 


By Mary Lee 
Hongkong: Things of 
beauty are not neces- 
sarily joys forever — 
at least not when high 
interest rates prevail. 
Theart market, which 
enjoyed a surge in 
values in the 1970s, 
has not escaped the 
squeeze on general 
purchasing power. 

Speculators who 
hoped to profit from 
a growing worldwide 
demand for collecti- 
bles (high inflation 
making objets d'art 
an attractive hedge) 
are unlikely to be con- 
soled by the aesthetic 
appeal or intrinsic 
value of a fine Ming 
vase or an antique 
silver tea set. Strains 
on cash flows — the 
result of high interest 
rates — have forced 
speculators and in- 
vestment - oriented 
buyers to turn to in- 
terest-bearing invest- 
ments and away from 
antiques. 

According to an 
art-market index 
compiled by Sotheby 
Parke Bernet, a lead- 
ing London auction 
house, the values in 
seven out of 10 fields 
have fallen by as 
much as 29% since 
September 1980. (The 
art-market slump has 
resulted in a £1.5 mil- 
lion [US$2.6 million] loss for Sotheby's for 
the first half ended in February, compared 
with a £4.3 million profit in the same 
period a year earlier. At the financial 
year-end in August, Sotheby's pre-tax 
losses are expected to reach £4.5 million. 
Sales worldwide are expected to be 25% 
lower than the previous year.) 

“To a certain extent, works of art have 
fallen short of their promise," a Sotheby's 
art-market analyst stated recently. “They 
have not always proved a better invest- 
ment over the past few years than, say, the 
stockmarket." Analyst Jeremy Eckstein 
maintained that in the current consolida- 
tion of the art market, there has been a 
*virtual withdrawal" of the speculative or 
investment-oriented buyer, benefiting 
genuine collectors, museums and dealers. 

This was evidenced by récent auctions 
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in Hongkong. Only five out of 46 lots of 
Chinese ceramics from Dutchman Fre- 
derick Knight's collection were unsold. 
The rest, purchased by well known dealers 
and collectors, fetched nearly HK$9.5 
million (US$1.6 million). A separate sale 
of fine ceramics also went fairly well. 
“The Chinese market is not slumping,” 
Sotheby expert Julian Thompson said. 
“The Knight sale was on target; 17% of 
the fine ceramics were unsold, which is a 
good percentage because we had esti- 
mated 15% [those sold went for HK$12.3 
million]. Only 7% of our 18th-20th cen- 
tury paintings depicting China trade were 
unsold [the rest fetched HK$1.5 million. ]” 
Not only is the market extraordinarily re- 
silient, Thompson added, but a new trend 
— demand for early Chinese ceramics — 
is emerging. As recently as three years 
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PROPERTY | 


Temporary shelter 


Buyers benefit from a drop in Singapore pro 
prices but the downturn could be short-liv 


By Frieda Koh 

Singapore: The current property lull, 
though a source of relief to home-buyers, 
is likely to be a short-term respite, some 
analysts believe. Cash-rich speculators 
can afford to hang on to their assets until 
the property market picks up again, they 
say. 

The market for condominium flats — 
objects of massive speculation during the 
1979-81 boom — has been in decline, with 
few sales made, judging from the drastic 
drop in bank housing loans last year. Fol- 
lowing the stockmarket collapse last year, 
some sales were made at prices which indi- 
cated a drop of about 20% in value. But 
analysts say the decline, which became ap- 
parent from April 1981, was not wide- 
spread. They believe the sellers were 
mostly desperate speculators out for fast 
profits who were caught by the recession. 
The property market will climb again, 
they predict. 

This view, disputed by other observers, 
reflects the dominant feeling among in- 
vestment analysts and the public at large 
that property investment in Singapore is 
gilt-edged. Although such thinking has 
been proven wrong in the case of small- 
time speculators recently, it is perhaps 
true that it is difficult todose on property if 
one can hold on tó.it long enough for the 
market to recharged Thisis because, in the 
general perception, every upturn in the 
property market takes off from a higher 
base as a result of incféased construction 
costs and economic growth setting a 
higher premium on land. 

Thus, despite an'over:supply of some 
2,000 private flats last year, prices have 
not declined to the extent that prospective 
buyers had. expected them to, informed 
sources say. But the:question being asked 
is whether the over-supply will reduce 
prices of flats across the board to levels 
middle-class Singaporeans can afford or 
whether, despite the situation, there will 
again be a price resurgence. 

Many prospective buyers believe flat 
prices must fall significantly because own- 
ers and developers will not be able to with- 
hold their sales until the next boom owing 
to high interest rates and reduced income 
during the recession. However, interest 
rates here have eased recently and several 
bankers claim that major property inves- 
tors are not having cash-flow problems. | 

Perhaps some investment analysts were 
speaking {тот self-interest when they 
maintained that the property market 
should pick up by next year. But there are 
plausible reasons for arguing that the mar- 
ket in condominium flats has less to do 
with the forces of demand and supply than 
the ability of the very rich to fuel property 
prices and ereate an artificial image of a 
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supply shortage. This is unlikely to come 
about as long as the recession lasts, but it is 
worth pointing out that the heavy demand 
for condominium flats in recent years was 
speculative demand, with more than 50% 
of supply snapped up by a relatively small 
number of foreign speculators and inves- 
tors, according to informed sources. 

The speculation in private flats washed 
over into the market for private houses, 
which became more expensive as Singa- 
poreans who could not afford private flats 
and preferred not to wait for years for 
public housing snapped them up. Govern- 
ment flats also became more costly as the 
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| reansto live in governm 


than private homes. 
When prevailed upon to stop the. pri 

spiral in the condominium market, Min- 

ister for National Development Teh 






Cheang Wan said the government would | 


not interfere with market forces. After 
more complaints from the public, Teh said 
the high property prices had minimal ef- 
fects on the bulk of the population — at 
one stage he maintained that only 1% of 
the local population who could afford to 


buy private flats was affected, as the gov- ` 


ernment provided housing through the- 


Housing Development Board and the | 


Housing and Urban Development Corp. 
The government, meanwhile, stepped up 
its building. programme to house more 


than 90% of the 2.4 million population (a - 


target which, however. has yet to be 
achieved). It also stepped up its campaign 
to encourage married couples to live with 
their parents to strengthen the social fab- 
ric, but perhaps also to reduce housing 
and public welfare needs. 

Hence two sets of housing requirements 
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exist in Singapore: a relatively inexpen- | 
sive sector to house Singaporeans and a "n 
very expensive sector for a very small per- _ 
centage of the local population and much | 
of the expatriate community. Private flat x 
prices were allowed to run riot, with the | 
barest controls on speculation and nO | 
limits on foreign ownership. The situation — 
led some cynics to claim that the govern- | 
ment had a vested interest in high land | 
values — and benefited from high prop- | 
erty taxes as well as the inflow of foreign | 
capital into the property market. } 
To those who maintained that the gov- — 
ernment's interest lay in high land and _ 
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Singapore apartment blocks: gilt-edged? 





property prices, 


evidence seemed to lie ino 
the nature of URA land sales. These are — 





conducted by inviting tenders from de- | 


velopers who submit offer prices and de- 





E 
sign plans. Some observers, including de- _ 
velopers, said the method forced develop- | 
ers to tender at very high prices to helpen- 
sure the success of their bids and that these — | 


prices were "trend-setting." The URA's 
position was that the sale prices should be 
determined by demand and supply forces: 
— and this should be the case given that 
developers would ultimately sell dt the 


authorities competed with the private sec- | highest possible prices regardless of what | 
tor for labour and contractors. they paid for the land. j 

How the condominium market came to But the impression given that the gov- | 
evolve into a self-generating and highly | ernment aimed to reap good profits from | 
profitable gambling business, with the | the sales — at one stage it withdrew land | 
price of a two-bedroomed flat as high as | offered for sale because tender prices | 


$$600,000 (US$283,700) at its peak, had 
much to do with the peculiarities of the 
Singapore Government's housing pro- 
gramme and its ownership of more than 
6095 of the total land area. 


T government has always maintained 
that it can easily influence land prices 
and rentals via the amount of land sales 
through the Urban Redevelopment Au- 
thority (URA) and restrictions on land 
use. In a move to increase the supply of 
private flats, apparently to stabilise prices, 
the URA sold large tracts of residential 
land after 1980. But its policies suggested 
that it wanted the majority of Singapo- 





were too low — encouraged investors and 
speculators to think that there was little 
downside risk in property assets as long as 


the government had a financial interest in _ 


propping land values. 

There were other indications of govern- 
ment policy that were seen by some to’ 
point to à steady rise in property values. 
Goh Chok Tong. then minister for trade 
and industry, said following public outcry 
over prices that they reflected foreign con- 
fidence in Singapore's political stability 
and economic growth. 

Goh's statement was interpreted by 
some observers as meaning that the high 
property values. would enhance Singa- 
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IF YOU'RE FLYING TO BRUNEI ON BUSINESS 


HERE ARE SOME USEFUL FACTS 


Brunei is an internally self- 
governing sovereign State 
with Britain looking after 
its external affairs 

and defence. 


Situated on the 

northwest coast 

of Borneo between 

the Malaysian States 

of Sarawak and Sabah, 

Brunei isonly 2,226 sq.miles 

in area, with a population of 200,000. 
Malay is the official language with 
English widely spoken among all races. 


For entry into Brunei, no visa is required 
of tourists holding valid passports of the 
Commonwealth countries, U.S.A. and 
most West European countries. Other 
nationals should obtain a visa 

from their nearest British 

Diplomatic Mission. 


OIL FACTS 


Brunei's wealth 

comes from oil 

about 200,000 

barrels a day. 

While the flow 

of oil is modest 

by Middle Eastern 

standards, it is one of the largest oil 
producers in the Commonwealth after 
Canada and Nigeria. 


Another source of income is its 
Liquified Natural Gas facility, the 
world's largest, which produces five 
million tons annually. 


ECONOMIC FACTS 


Brunei has a per capita ' 
income of over US$8,000 — 
one of the highest in the world 


The country levies no 
personal income tax, no 
fees for education nor 
medical services. 


HONG KONG 


KOTA KINABALU 





Many Bruneians live in colourfully 
painted houses. Own the latest 
Japanese-built cars. Andhave colour 
television sets in their households 


Brunei is within the Overseas Sterling 
area. Its own currency, the Brunei 
dollar is interchangeable at par 
with the Singapore dollar. 


Bandar Seri Begawan, the capital of 
Brunei, has some very interesting sights. 
The magnificent Omar Ali Saifuddin 
Mosque — an imposing structure of gold 
leaf mosaic, marble and stained glass — 
towers in splendour over the town. A 
large section of the town comprises the 
fabled Water Village where about 25,000 
inhabitants reside. And the largest 
collection of Winston Churchill 
memorabilia, outside the United 
Kingdom, is housed in the 
Churchill Memorial. 


Other highlights include the grand 
Royal Ceremonial Hall (Lapau) where 
traditional royal ceremonies are held. 
The adjoining Dewan Majlis or Legislative 
Assembly. And a National Museum 

containing records and artifacts of 

[| the cultural heritage of this area. 


dotels are modern, air- conditioned; 


omfortable and clean. These 


the National Inn, 


and the 


Sheraton-Utama. 


visit the oil-fields in Seria, about 50 miles 
south of Bandar Seri Begawan, can 
stay at the Sentosa, or Sea View hotels 
in Kuala Belait. 


HISTORICAL FACTS 


“ 
Great Britain established a Resident in 
Brunei in 1906. In 1959, this 
arrangement with Her Majesty's 
government was revised, and the oil- 
rich Sultanate became almost 
autonomous — Britain looking after its 
external affairs and defence. This 
association comes to an end in 1983 
when Brunei gains full independence 
under its current sovereign, His 
Highness and Yang Di-Pertuan, Sir 
Muda Hassanal Bolkiah Mu'izzaddin 
Waddaulah. 


is the only 
airline in 

the region 
| offering 

\ bulk cargo 
facilities 

on regular 


For the budget- Kong, Bangkok and Singapore. 
conscious, there This Boeing 737 Combi service is cap- 


is the Capital 


able of carrying up to 12,000 kilos of 


Hostel and the cargo on maindeck pallets. A fast, direct, 


Youth Centre. 


frequent service with professional 


@ Those wishing to documentation and personal handling. 





Royal Brunei Airlines, the national carrier, has non- stop flights to 
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« for th geniality. So it is not 
prising at Paul Volcker, the chair- 
the United States Federal Re- 
oard, failed entirely at recent 

; to charm the.noisy gaggle of 

S senators demanding relief 

e torture of high interest rates. 
mpeccable blandness, Volcker 
ised only to allow M-1 (the nar- 
ined money supply) to grow at 

pper range of the present 2.5-5.596 
wth band over the remainder 


display. of impassivity is a good 

g. By lowering its discount rate by 

‘a percentage point to 11,596 while 
wing bank reserves to grow at a mod- 
rate rate, the Fed has recently signalled 
ntention, to: relax. tight money 
es. But itis imperative that any eas- 

g of monetary policy should not be 
n as.caving in to politicians. whose 
èrs thay hang in the: balance if une 
loyment remains at a post-Depres- 
ecord level of 9.5% as mid-term 
gressional elections approach in 


ause American credit markets live in | 


lice-in-Wonderland world which 

ies economic rationality. Over the 
st year, for instance, the real interest 
te in short-term markets has risen from 
ut 7% to 8.5%, though the inflation 
has fallen dramatically to around 
and the economy continues.to slide 
the deepest recession since World 
П. The corresponding doubling of 
hterest rates in the long-term bond 


ket from 4% a year ago to 7.996: 


day is even more breathtaking. 

gic. would have. real interest rates 
ig in the other direction as the de- 
id. for credit plunges in the nadir of 
business cycle. And indeed there are 
alf-hearted éxplanations of why 
gs have not turned out that way, at 

tat the short end of the market. 
rthodox monetarists complain that 
Fed's targeting of weekly monetary 


egates introduces its own instability | 


the system which іп. turn holds short- 
rates high. Others emphasise that 
ress borrowings by US corporations 
last refuge from bankruptcy have 
ased dramatically as the recession 
gs on, and with the long-term bond 
ket dead there is little choice but to 
trow short. 
But the reason that real interest in the 
ng-term markets has.moved so deci- 
ively in the wrong direction is a matter 


$5 tof logic: Чип of psychology — in- 
bel e 


battle against inflation in the US has 
been. won. Trends in world oil markets 
and domestic labour markets have been 
moving generally in the right direction, 
but there is little faith that they cannot be 
easily reversed: And too much of the fall 
in consumer prices is thought to be due 
to the devastation of the housing indus- 
try, which will recover as soon as the 
economy begins to turn up once again. 

The. root. of investors’ agnosticism, 
however, is the nagging fear that the Fed 
will be forced to abandon its principles, 
fight the recession with easy money and 
restore growth at the cost of double-digit 
inflation, with interest rates floating a 
point or two on top. => 

‘In 1969 the Fed hit the monetary 


brakes as inflation mounted to 6%, only. 


to reverse itself again in 1971 when 
Richard. Nixon felt recovery was too 
slow to ensure his election the following 


year. In 1974 the Fed had a much 


stronger chance to defeat the inflation- 
ary. psychology in the highly deflation- 
ary environment of the first oil shock. 
In January 1977, however, then presi- 
dent Jimmy Carter changed p 
declaring that t 


.was simply ш 
vinced by the Fed’ s earlier anti-inflatio- 


nary postures bought bonds at 9% in 
1970 and 12% in 1974, only to find their 


portfolios sinking under a steadily rising 


tide of inflation in subsequent years. 


The current drama bears all the: marks | 


of past tragedies. A crucial mid-term 


election approaches, portrayed by the | 
| opposition as a referendum on the fail- 


ure of Reaganomics, Even Senate Re- 
publicans are talking about *mandating" 


lower interest rates for fear of a fero- 


cious voter backlash against the reces- 
sion. And Treasury officials talk loosely 
of "reviewing operating procedures," 
aggravating fears in the market of añ as- 
sault on the Fed's independence. 

. Hanging above all else is the incubus 
of the budget deficits of President 
Ronald. Reagan. The government is in 
the:market with a record Treasury issue 
of USS$15.5.billion this quarter and con- 
servative estimates suggest borrowings 
of US$60-100 billion by the end of the 
year. Such huge sums can only crowd out 
private investment in the medium term, 
as the economy begins to recover, thus 
increasing private credit needs. The soft 


options taken in the: US Congress. 


suggest that the budget deficit next year 
will be something more like US$160 bil- 
lion than the US$104 billion recently 
agreed upon by the administration. 
But most worrisome is the fear of perma- 
nent structural damage to the budget 





Reagan has managed the easier chore’ 
of detaching government revenues from. 


inflation. But he has found it much mores. | 


difficult to break the link between ex-. 
penditures and price rises, particularly in 
the politically sensitive social welfare 


programmes. For Wall Street, this adds | 


up toa string of huge deficits. 


‚ ө VIEWED through this looking glass. . 
of inflationary expectations, the logic of. | 


credit markets in the. US becomes еп- 
tirely topsy-turvy: tight money. to hold. 
interest rates high today is the surest way 
to bring them down tomorrow; while 
easy money will only rekindle both infla- 
tion and investors’ anxieties that by 1985 
today's 15% yields will be sorry losers. 
At the moment, investors on the long. 
end of the market appear to be betting 
even.money that Volcker will buckle. 
Thus it is all the тоге уна абе 


stoic Volcker continues to play the Titan js. 


of prudence — but his greatest test still 
lies ahead, particularly if the Demoerats 
come roaring back in November. 
Moderation in M-1 growth in July has 
allowed the Fed to signal a more accom- 
modating policy by targeting money 


growth closer to 5.5% 
Ly 


banks have lowered their. prime rates à 
half-point to 16%. But the political 
inflationary balance remains delicate 
June, consumer prices increased by a fu 
1% for the second month in a row, rai 
ing the spectre of double-digit inflation. | - 
. Shroff therefore forecasts a moderate ': 
éasing of short-term rates, with the out- 
side possibility of а 2% decrease in the ` 
prime rate by the end of the year. The: 
US: dollar will weaken moderatel 
against European currencies and. th 
yen. This, however, will not 
narrowing of the inter ti 
tial since the Europeans pa y can. 
be expected to drop their rates in line 
with New York. Moreover, the US can. 
still be expected to attrac | 
flows as a political haven, particularly 
the crises in the Middle East and Easter 
Europe do not abate soon. 

The underlying economic fundames 
tals of inflation rates and current-a 
count balances, however, are likely te 
impress themselves more upon the € 
change-rate markets as the US econom 
nioves out of recession towards the en 
of the year and imports pick up. Toward 
the end of the year, the deutschemark. ; 
may appreciate to 2.30 to US$1 and the 
yen to somewhere near 225. A strength 
ening of the yen may — eventually — | 
help to ease Japan's bilateral trade 
surplus, which has become so. heavily 

icised lately. ; 








negotiations because they tend to ignore 
the Soviet threat while enlarging the 
economic responsibilities of governments. 
Neither catch-phrase makes much sense in 
Japan, whose leaders do not aspire to mili- 
tary parity with their Soviet neighbours 
and who know from experience that gov- 
ernment and industry are the yin and yang 
of economic growth. 


ue Americans, the Japanese have 
had to make do in a world they never 
made. The sheer breadth of the US, its 
vast and varied resources, a population 
double Japan's in size and earning a quar- 
ter more in per capita income — these ad- 
vantages have in the past and will again, in 
a more protectionist world, allow the US 
to postpone the challenge of adaptation. 
The world adjusts to a superpower, not 
the other way round. 

But in the long run, the newly indus- 
trialising countries will make international 
capitalism, already diversified by Japan, 
still more polycentric. In that context, 
adaptation will become a synonym for sur- 
vival even for a relatively self-sufficient 
country like the US. The point is not that 
Japan is “No. 1,” but that in the future, no 
one will be. 

In the Broadway hit musical Annie, bil- 
lionaire Daddy Warbucks, an aggressively 
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self-made loner with a philanthropic 
heart, personifies old-fashioned Ameri- 
can capitalism: individualistic, buccaneer- 
ing — I almost want to write “pre-Japan- 
ese." "Why be nice to people on the way 
up," cracks Daddy, "if you're not coming 
down?" 


DO YOU WANT 


= Conduct market surveys & provide information 


= Accompany you to meetings for interpretation 


& assistance 


m Provide your communication link with Japan 


LET DUVAL & CO. BE YOUR OFFICE IN JAPAN. 
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TOKYO 100 JAPAN 


OVERSEAS TELEX NO. J22241 


= With personal secretarial service & office facilities 
Meet the right people for your business here 
Make the best use of your working time in Japan 
= Make your visits a pleasure as well 


We will ask a fee or incentive in return for our efforts 
on your behalf. We would like to discuss short or 
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The US is coming down, at least from. 
the peak of its post-war influence, If 1; 
right, the world in future years will 
come more multipolar and inter 
Local rivalries will prove more explosi 
than the central one between the two 
clear superpowers. Although the wo 
economy will remain basically capita 
the “visible hand" of government 
economic life will not be withdrawn in 
name of free enterprise. Inst 
economics and politics will increasi 
overlap and interact, subverting the ef 
to distinguish sharply a "private" from 
"public" sector. : 
Itis in these likely conditions that 
ricans in general, and foreign-policy r 
ers in Washington in particular, hav 
some long-term advice to learn from t| 
way Japan is beginning to behave nowt 
its growth has slowed. That advice co 
prove more useful than all the quality ci 
cles in Japan put together: Don't trus 
unilateral leadership and solutions, lea 
of all your own. Don't count too much on. 
unreliable friends, nor exaggerate th 
threat of vulnerable enemies. Chan 
what you can to suit your interests, but 
just to the rest lest you lose all influenc 
over an outcome that could affect 
Sacrifice ideology. Maximise opportun 
Adapt. i$ 
























capture three businbgimen- ست‎ 
renchman, a Japanese andam A e. 
Before being executed; each man is 
ed a last wish. “То sing the Marseil- 
iys the Frenchman. “To give alec- 
panese management," ’ says. the. 
“Go ahead and shoot me,” says 
rican. “I couldn't stand another 
n Japanese management." 
joke is current. ín. north-central 
ia; where hard-pressed electro- 
are getting tired of being told to 
e “enemy.” But the story'sap- 
s.beyond Silicon Valley to re- 
ems to be a shift from admira- 
resentment in the way many 
л г Pacific com- 
In the face of the United States’ 
nemployment and record trade de- 
th Japan — US$18 billion last year 
relations between the two coun- 
e becoming harder to maintain. 
dful of November's congressional 
ome Democratic politicians are 
dy catering to the new mood — and 
g part of the problem. House 
“Tip” O'Neill told a receptive au- 
Detroit not long ago: “If Lwere 
ent, Га fix the Japanese like they've 
fixed.’ 






















































n June, Silicon Valley newspapers 
readers to photographs of Japan- 
essmen in handcuffs — charged: 
uithorities with conspiring to buy 
from IBM for use by Hitachi and 
ishi Electric Corp (REVIEW, July 

ederal grand jury in San Fran- 
ui for allegedly dump- 
on the American mar- 








ally unnoticed alongside-.-such 
ge embarrassments lie the mak- 
nother reason why. Americans, 

y those. in business, are becoming 
rated with ni. the Japanese 


i he appearance 

read реке 
ber One: Lessons for America, 
rom Japan has become a major 
publishing and consulting industry. 
ness and Society in Japan, The Japan- 
lenge to US Business and The Ja- 
ay of Doing Business are just 
ent entries in the booming US 
in, "how-to" ‘books on Japanese 










































‘comparison is upfair, but one cannot help 


mining... But 


technique. 


1 сопѕіп, is a-national fellow at the 


‘the Middle East, 


f the US buzz with high-priced 
talk of job security and group loyalty, of 
low inventories and quality circles. The 


recalling the moment.in a current French 





movie — Diva — when a character дете}: 


Onstratés; with hilarious ‘sincerity, the 
“zen” of the art of buttering bread. 

The US can апа should learn: from 
Japan, The management of an economy 
that: grew 55-fold in only. three decades 
(1946-76) is, to put it mildly, worth exa- 
Japanese organisational 
techniques will prove easier to reproduce 
than the history and culture that have 
helped to make them work. Refreshingly 
among current books, Michio 
Morishima’s Why Has Japan “Suc: | 
ceeded”? makes just this point, while in. 
Chalmers Johnson's Miti and the Japan- 
ese Miracle, the structure of public-pri- 
vate cooperation supersedes тете 











Whether or not it can be repeated else: 
where, Japan's economic performance 





Donald K. Emmerson, a political sci- 
ence professor at the University of Wis- 


Hoover institution, Stanford. Ir his 
latest publication, Pacific Optimism, he 





questions the tendency to see іп the | 
‘success -of Japan, South Korea, 
"| Taiwan, Hongkong and Singapore a 

| case for minimising the economic role 
-of government. 





may not be sustainable even in Japan if in- 

ternational conditions become unfavoura- 

ble. The world economy in the period 

after World War. П may some day be е-. 
scribed as having been uniquely open, and 

thus uniquely congenial to export-led 

growth. In future, nations may become 

more protectionist, which will hurt coun- 

tries like Japan that lack natural re- 

squrces. 





yo: discord may also exacerbate the 





pened. in 1973-74 when war broke out in 
Arab oil producers 
boycotted the West and the price of petro- 
leum quadrüpled. Meanwhile, the Third 
World's effort to industrialise will make 
increasing demands on world supplies of 
energy and raw materials, which will in- 
turn make natural resources more valu- 
able — that is, worth keeping from one's 
neighbour. Codified earlier this year in a- 
global  sea-law treaty, maritime ` 
| is.an-ominous case in poin 













| At willnot be easy for the Japanese to cope 





Reagan's 









glut,” "рейси is anc remain scarce. 
with rising energy costs.and reduced mar- 
ket access.at the same:time. Only to adi- - 
mited extent will Japan's domestic market 
be able to absorb production that cannot 
be sold overseas. 

Finally;:in. a more protectionist world, 
Japan's; proven ability:to adapt and up- 
grade existing technology for the mass 
production of quality:goods for export to 
existing. markets may count. for less than. 
its unproven ability to create entirely new 
technologies, products and markets. Add 
to these constraints Washington's: desire 
toend Tokyo’ s putative "free ride" on de- 


- fence and the conclusion seems inescapa- 


ble that Japan's-foreign policy will di- . 
verge from that of the US in the rest of this 
century far more than it has. since ‘World 
Warll. | DN 
Two votes cast by Japan tedently i in in- 
ternational assemblies illustrate this trend 





"towards independence. In. April, Japan 


voted in favour of a worldwide convention 
on the law of the sea; the US voted 
against. In June, Japan voted for a United 
Nations Security Council resolution, op- 
posed by Britain, urging a ceasefire ini the 
Falkland Islands; the US voted against 
(though it later announce¢ “should have 
abstained). LN 

On the Falklands, Tokyo's decision to. 
side with Moscow and Peking dismayed ' 
London. But the Soviet Union and Ch 
are nearer and potentially much more 
portant to Japan, as buyers of goods and. 
suppliers of resources, than Britain; and Ja- 
panese diplomats probably knew the re- 












'solution would be vetoed anyway. In the 


sea-law voting, despite its natural interest 
in freedom of the seas, Japan sided with 
the restrictionist Third World, not only 
parting company with the US but also dif- 
fering with the.Soviets, who abstained. 
Knowing that economic nationalism in the 
US and Europe could frustrate its partici- 
pation on equitable terms in non- treaty ef- 
forts to mine undersea minerals, Tokyo 
supported the new rules in the hope of bes 
coming a main user of marine technology ‚ 
under them. 
Japan's sea-law calculati made: 
in the light Of Washington's effort to rele-- 
gate Japanese companies to less promising 
ocean-mining sites: better to accept limi- 
tations within a worldwide framework 
that offers long-term opportunities than to’: 
defy a global majority for the sake of one 
unreliable partner. 
It is difficult for US President Бопай, 
s administration to see the, wis- 
dom in this strategy. Preoccupied with its 
own “window of vulnerability" to the 
Soviet Union and "the magic of the mar- 
ketplace" that- vindicate eregulated 
apitalism, the White House is unsym- 
nd othe 
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Government Controlled 


Now: each and every Friday 
a million to win... 


This extraordinary chance andothers are offered to you by the go- 
vernment controlled NORTH-WEST-GERMAN-STATE-LOTTERY. 

Extraordinary! Every 3rd ticket-number wins guaranteed within the 
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CT SEA EXER E 
y controllers. But the company 


- This looks like boiling down to a battle of 
wills between officials and company exe- 

 cutives. | 
iy On the other hand, the government 
- claims it needs the full cooperation of the 
- industry if the proposed new legislation is 
to work. “We are not in business to drive 
_ other people out of business,” claims one 
nior official. To one company's claim 
_ that “we are in the hands of unqualified 
bureaucrats” (meaning minor officials) 
\ that such officials are free to deter- 
e a company's fate arbitrarily, a senior 
nd experienced insurance official assured 
REVIEW that his “door is always open" 
rieved companies, The government 
seeking to explain the bill through a 
of meetings with companies. 
heless the bill still has to get past an 
committee set up by Unofficial 
of the Executive and Legislative 
before it moves on to its next 
g and it is unlikely to enjoy an al- 

ther smooth passage. 


hile the bill does cover “main agents” 
(defined as a person “appointed by a 
pany to be its agent in respect of gen- 
business in Hongkong or elsewhere 
authority to enter into contracts on 
.of the company") it does not cover 
insurance intermediaries such as 
brokers. It is accepted that these probably 
in as much need of regulation as insur- 
ce underwriters in Hongkong but for 
the present it is being left to the Law Re- 
orm Commission to determine the nature 
d extent of abuses by such intermedia- 
— ries. The commission is also looking at non- 
| disclosure of relevant information to insur- 
ce companies by policy-holders and at 
` breach of warranty by companies. The 
_ order of official priorities, as one commis- 
- sion spokesman expressed it, is to make 
sure first that insurance companies are 
properly run and solvent and able to meet 
oper claims (under the current bill) be- 
changing the general law governing 
the circumstances under which claims can 
be made. Meanwhile, reform of the brok- 
ing community involves taking submis- 
ns from the public (policy-holders) on 
at abuses are being practised and which 

are currently little reported. 
-— One important element of British insur- 
| ce legislation which has not been incor- 
ated in the Hongkong bill is the provi- 
ın for a policy-holders' protection fund 
der which companies pay an annual 
to bail out the policy-holders of a 
insurance company. This met with 
nsiderable opposition in Britain on the 
prounds that it would encourage the pub- 
lie to go freely to dubious companies offer- 
ing low premiums, on the assumption they 
d be bailed out if the company failed. 
fact relatively few drawings have been 
"made on the fund in the now more prudent 
surance environment in Britain. But 
_ Hongkong appears to think that this could 


an 


Ins! 


` bethe straw that breaks the camel's back if 
` it tried toimpose such a requirement on an 

already reluctant insurance industry. 
Es, 50 
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there is no need (ENT shareholders too. 


By Mohan Ram 
New Delhi: Delayed or insufficient rain, 
the result of an unpredictable monsoon, 
has already ravaged more than 75% of the 
agricultural land. in eight major Indian 
states and the country now faces a drought 
more serious than that of 1979, described 
as the century's worst. It will have a severe 
impact on India's 1982-83 targets for 
cereal and cash crops (REVIEW, June 18). 
The monsoon arrived on schedule as 
forecast by the meteorologists late in May 
but was stationary for about three weeks 
from mid-June. By the time it resumed its 
course, enough damage had been done: 
crops sown early, in the wake of pre-mon- 
soon showers, were withering for want of 


moisture, while other sowings were de- 


Grain stockpile: not enough. 


layed because the rains did not come. On 
advice from the meteorologists, the gov- 
ernment told farmers that “the monsoon 
[rains] may be less than normal" — in the 
event, a gross understatement. 

As in 1979, the government said it 
would implement contingency plans to 
meet a drought. Where sowing was de- 
layed, short-duration seed varieties are to 
be tried, but late sowing is sure to affect 


yields. Where rainfall has been deficient, - 


there should be greater reliance on 
ground-water resources and diesel oil and 
electricity should be made available to this 
end. But critics have been pointing out 
that the contingency plans remained on 
paper in 1979, when foodgrain output 
slumped to 109.7 million tonnes from the 
previous year's 131.9 million tonnes. 

The output rose in the two years that 
followed when the economy was still re- 


It never rains but it pours: 
As India faces severe drought, the trickle-down effect 
of a late monsoon will hit the whole economy | 


E 
T 


covering from the effects of the drought. 
In 1980-81 it went up to 129.9 million ton- 
nes, which was still lower than the 1978-79 
yield. And 1981-82’s 134 million tonnes 
was only marginally higher than the big 
crop before the 1979 drought. The 1982-83 
target is 141.3 million tonnes, which is am- 
bitious even for a normal monsoon year. 
This was to have been achieved by bring- 
ing a larger area under high-yielding 
seeds, increased use of chemical fertilis- 
ers, a more meaningful distribution sys- 
tem for certified seed and increased loans 
to farmers. j 

But arid conditions over large tracts will 
upset the plan. Scarce resources will have 
to be diverted to relief operations in 

famine areas. The winter 
crop is the main compo- 
nent of India's harvest and 
the target for this year's 
winter crop is 83 million 
tonnes against last year's 
79 million tonnes. Offi- 
cials doubt that the target 
can now be achieved and, 
indeed, are predicting a 
grain yield several million 
tonnes below that of last 
year. 

The government has a 
buffer stock of 15 million 
tonnes to operate the pub- 
lic distribution system. In 
a normal year this would 
be adequate, but if output 
falls this year the pressure 
on the public distribution 
system will be heavy. So 
imports of up to 4 million 
tonnes of wheat are re- 
garded as inevitable. Last 
year, despite a good har- 
vest, India imported 2 mil- 

- lion tonnes of wheat, tak- 
ing advantage of low world prices, to in- 
crease its buffer stock. This was part of a 
price-stabilisation operation to prevent 
rich farmers and traders withholding grain 
from the market in the hope of pushing up 
prices. 

Another area where imports will have 
to be stepped up is oilseeds. Even in a nor- 
mal year, the oilseeds shortfall is consider- 
able and is met by imports and the high 
cost of cooking oil exerts pressure on the 
cost-of-living index. This year's produc- 
tion target of 12 million tonnes (against 
last year's 11.2 million tonnes) is unlikely 
to be achieved because much of the 
groundnut crop in Gujarat is already lost. 

Rainfall deficiency will directly affect 
hydroelectric power generation, which in 
turn will have its impact on industry. On 
the whole, 1982-83 looks like being a fairly 
grim year for the Indian economy: 
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the view of a 4 
person," one local official 
explained to. the’ REVIEW. In 
other words, «the standard 
British requirement for а true 
and fair view may have to give 
way to а more pragmatic accep- 
tance of other accounting con- 
‘ventions. xvi 

Despite this and:the fact that 
one let-out clause enables. the 
insurance authority to modify 
any provision of the Third Sche- 
dule on request from a company, 
the insurance industry has strong 
reservations about the schedule. 
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It is seen in general as too onerous in its’ 


requirements on companies for financial 
reporting and depositing to public view 
information they regard as confidential. 
Some claim this requirement is relevant 
to Britain where detailed statistics are 
maintained by the government but irrele- 
vant to Hongkong's limited statistics- 
gathering operation. Companies also dis- 
like the idea of having to produce world- 
wide figures relating to such things 
as solvency margins — the statutory sur- 
plus of assets Qver liabilities — rather 
than simply figures based on local opera- 
tions, 


he asset surplus companies must main- 

tain is set at HK$2 million for companies 
with annual premium income not exceed- 
ing HK$10 million (but rising on a sliding 
scale thereafter with premiums) and a 
minimum HK$4 million for companies in- 
suring risks required by law to be covered, 
such as motor. The basis on which com- 
panies must value their assets for the pur- 
pose of providing a solvency or safety mar- 
gin is not stipulated, however. This seems 
to permit wide scope for companies to 
value similar assets at greatly differing 
values, depending upon whether book or 
market value is taken. Stricter rules apply 
in Britain where the proportion of assets a 
company. can hold in the form of, say, 
property is restricted. Hongkong seems 
prepared to regard property as a poten- 
tially "liquid" asset in the sense that a 
charge or mortgage can be taken out on it. 
The Hongkong, bill does continue the 
existing requirement that life funds be 
kept separate from general insurance 
funds. 

As well as solvency margins, the bill 
provides for minimum paid-up capital — 
HK$5 million or HK$10 million if a com- 
pany intends insuring long-term and gen- 
eral risks or risks legally required to be in- 
sured. The authorities scem to be placing 
considerable faith in their own ability to 
intervene in a company's affairs (under 
Clause 26) if they are generally unhappy 
about its finances rather than waiting for 
technical ratios to be breached. The clause 
allows intervention if this is considered 
"desirable for protecting policy-holders or 
potential policy-holders against the risk 
that an insurer may be unable to meet its 
liabilities or fulfil the reasonable expecta- 
tions of policy-holders." Inadequate ar- 
rangements for re-insurance is another 
ground for intervention. The intervention 


Investment in subsidiaries 
and associates 

Loans and mortgages 

Stocks, shares and 


mds 
rty 


Deposits. bank balance 
and cash on hand 

Amounts due from holding 
and related companies 

Other assets 

Total assets 


Source: Hongkong and Shanghai Banking Corp. 


powers range from stopping a company 
taking new business to dictating changes 
in its asset composition and requesting in- 
formation. 

All this is a far cry from the present 
situation and the Registrar-General's De- 
.partment accepts that not all the provi- 
sions will get through. *We may have to be 
flexible and amend the bill if the industry 
opposes it," said an official. The industry 
does oppose some parts of it. "We want it 
amended to become a better bill." amin- 
dustry spokesman told the REVIEW. 

Criticism ranges from the technical to 
the near hysterical. “We are dealing with a 
bunch of simple-minded bureaucrats,” 
one company executive complained bit- 
terly. "More bureaucracy means more 
scope for corruption. They should keep 













relatively moderate requirements 
amendments brought in early this y 
existing ordinances. The requirement 
minimum paid-up capital of HK$5 mi 
and a solvency margin of HK$2 million for | 
life companies (HK$4 million for co 
panies also writing general busin 
brought in under a January 9 amend: 
to the Life Insurance Companies O 
nance caused disquiet among some. 
time given for implementation is ludi 
ously short and the solvency-margin 
quirements are draconian," complai 
one company. Blue Cross, which do 
medical and other classes of insurance in 
Hongkong (though it is not conn 
with the US company of the same nam 
Faced with an official threat of closure, - 
this company recently had to beef up its 
capital considerably and reluctantly agre 
not to declare a stock dividend. But 
still fighting a requirement to disclose « 
tails of its ultimate shareholders, some 
whom are in the form of corp 
nominees. 

Getting behind, the widely us 
nominee shareholding structure in H 
kong is obviously going to be next to 
possible (unless there is reform of the law | 
on nominees) for insurance authori 
wanting to determine the fitness of со! 
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A New 32-Story Condominium in New York 


(212) 410-2200 Telex 237867 

A development of 

The Charles. H. Shaw Company and 
The DeMatteis Organizations, 
Developers of Museum Tower 





Douglas Elliman-Gibbons & Ives, Inc. 
Selling and Managing Agent ж Sales Office on premises 
By appointment — daily & weekends # Brokers recognized 


ill Tower- 


40 East 94th Street 
At Madison Avenue | 
А Purchase Opportunity А 


In Prime Manhattan Real Estate 


Dramatic Views of Central Park El 
And The East River а 


Doorman апа Concierge 


Attended Garage _ 


. Average Price Under 
$3,100 Per Square Meter 


Surprisingly Low 
Carrying Chárgen 
Occupancy — January 1983 . 


DERI ALT 


The complete offering terms are in an offering plan available from sponsor No. CD-82-063 





ous classes of insurance obtain | 
Macau, the scheme of re-insürauce used > 
and any intention the company has of |- 
realising investments im the territory | 
during the forthcoming three years. 





territory makes Clear itis not 
n for insurance firms 






























au. is (coincidentally it seems) 
tightening Ө ‚ир its own insurance 
fion at the same time as Hong- 
rom the limited English transla- 
available, it appears that the regula- 
s are not as stringent as Hongkong's 
any temptation Hongkong com- 
may have to move offshore to the 
se-administered territory may 
ered by the fact that Macau has 
nual authorisation fee for com- 
гас Patacas 20,000 (US$3,295), 
uble the Hongkong level. 
hat the government calls “forms of 
‘for the establishment of insur- 
е companies in the territory" are set 
a decree law 50/81/M promulgated 
ecember. The decree wit require 





ofthe reluetánce of focal Chinese 
forward and admit to their plight 
bly for fear of loss of face. 

ks cannot be eliminated simply 
prudential supervision. In the ab- 
exchange controls, Hongkong isa 
lace to form an insurance company. 
ms can then be channelled 
re. Alternatively, a Hongkong com- 
can readily import premiums col- 
by an agent overseas. The level of 
X rting required from insurance com- 
es is at present minimal and there is a 
delay before the authorities can catch 
any abuse of policy-holders 

























by which time it is probably too late 
ything about it. *We almost invite 
bad characters," one official com- 
d 

fit-and-proper persons clause in the 
ê Bill (introduced іп Hongkong's 
ive Council on May 19) is aimed at | 
ting such problems. The. bill re- 
és insurance companies to provide dë- 






























me who is, or intends to become, a 
ctor, controller or main agent of the 
pany. Apart from qualifications and 
ence, these particulars include de- 
ny criminal record or professional 
igence. If the insurance authority (at 
section of the Registrar-Gen- 
Department but possibly to be ele- 
fo an insurance commissioner in 
deems anyone not to be fit and pro- 
must inform the individual and his 
pany of the "nature of the alleged un- 
Both can make representations 
authority and if that fails, directly to 
financial secretary. Beyond that, the 
Chance for redress is through the 
under general powers through 
inyone can take a civil servant to 


























nso, the "shoot first and ask ques- 
ater" nature of the provision sticks 
some insurance nae ah a throats. 


ed information on the background of | 







companies to be officially authorised. 
Twenty-seven have applied for registra- 
tion, though no such authorisations have 
yet been made. There are nearly 30 in- 
surance companies currently: operating 
in Macau of which two are from Por- 
tugal, one from China, two from Britain, 
one from Bermuda, two from the United 
States, one from New Zealand, one from 
Switzerland and: the remainder from 
Hongkong. They carry on a wide range 
of general, statutory and life business. 
The Macau law. requires companies to 
submit annual accounts and, initially, 
those of the three preceding years as 
well. It also requires companies to pro- 
vide a “professional curriculum" relat- 
ing to “managers” of Macau branches, 


would happen if the powers to deem fit- 
ness were delegated to officials below 
those at the top who do not enjoy a wide 
view of public responsibility. Senior offi- 
cials dismiss this possibility, however, and 
point out that the power has been relative- 
ly little invoked in Britain, relying largely 
on its deterrence value. In the absence of 
formalised cooperation among insurance 
supervisors over disclosing an insurer's in- 


.ternational integrity record, deterrence is ` 


often the most that can be hoped for. 

In any case, the power will be exercised 
flexibly, they argue. A person who is 
“technically unfit” may nonetheless be 
permitted to retain his position in a com- 


pany if he is acknowledged to be good at - 


his job and if there are sufficient checks 
and balances to prevent any possible mís- 
demeanour. "Obviously someone who is 
in sole control'of a company is in à 
ent.position to someone working with 


others,” an official pointed out. The big-. 
| ger insurance companies in Hongkong ap- 
pear to have no argument with the fitness. 


test. Those from Britain háve lived with it 
for a number of years and most companies 
seem to think it will enhance Hongkong's 
image as a safe place to do insurance büsi- 
ness, 


he Insurance Companies Bill also. pro- 
vides that insurers carrying on all class: 


es.of business — long-term (including life 


assurance and medical insurance) and: 


general (including such groups as motor, 


marine, fire,. property апа accident) 
though not re-insurance — be officially 
authorised. The exceptions are members 
of the Lloyd's of London insurance mar- 


-ket and.certain other groups of approved 


underwriters, Authorised companies then 
have: to pay an annual fee — "for the 
privilege," as one disaffected insurer put 
it, “of being supervised by the govern- 
surance officials seem prepared 

n on this point and ac- 

‘of administering the 





Companies must also give details of the 
premises from which they operate. 


Macau, the financial regulatory author- 
ity, told the REVIEW that the decree's 
provisions do in effect give the govern- 
ment power to deem who is fit to carry 
on insurance business there. The legista- 
tion also covers the amount and form of 
statutory. reserves. Life funds are rex 
quired to be kept separate from general 
insurance funds. No formal policy-hold- ..: 
ers’ protection fund is provided for but. 
this is covered “to an extent" by general 
requirements, the official said. Legisla- | 
tion covering the activities of insurance 
brokers and agents i 
pect, he added. 













a differ- 










An official of the Instituto Emissor de 
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new regulations з may have to Be borne at 
least in part out of general government re- 
venues. 

The bill also requires the regular sub- 
mission of financial statements (accounts) 
to the insurance authority — annually asa 
general rule though more frequently if a 
company appears to be in trouble. (British 
companies have a partial exemption from 
this requirement provided they submit the 
annual returns they make to the Depart- 
ment of Trade.) Long-term insurers must 
also submit themselves to periodic investi- 
gations of their financial condition, by an 
appointed actuary. 

Apart from the fact that there i is a shor- 
tage of consultant actuaries in Hongkong, 
this-raises another potential difficulty — 


he. possibility of a staff actuary coming 


into conflict with his directors by having to 


"make an unfavourable report to the insur- 


ance authority. Again this danger has 
proved more apparent than real in Britain 
where: similar provisions apply, bùt a 
Hongkong official commented that he. 
hoped actuaries would “have the guts” to 
take а stand where needed, for instance 
over-any understatement of a company's 
liabilities or over-statement of its'assets. 
The Hongkong Government claims that 
the accounting requirements are not oner- 
ous. “If they were, we might frighten e 
paniés away, ап official said. Under tlie. 
so-called Third Schedule which- stipulates 
the: form of statements, accounts and 
other information required, companies 
will be permitted to submit accounts in 
what form or currency they wish, subject 
to their existing national practice. Classes 
of insurance (fire, marine and.so on) are ` 
about the only thing that has been stipu- 
lated:in detail along British lines. The idea 
at this stage seems to be to get companies 
into the habit of submitting regular ac- 
counts, which officials will try.to interpret 
as best they can, with the possibility of a 
more standard format requirement later. 
“When we receive accounts, we shall t 
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Life insurance „ig. 
companies 
General insurance 
companies 
Composite insurance 
companies 
Specialist reinsurers 
All insurance 
companies 


Source: Hongkong and Shanghai Banking Corp. 





INSURANCE 


ASSETS AND INCOME 


Condition of Hongkong: ist dai ice insurance 


A proper fit of control 


Hongkong produces compendious rules on how insurance 
companies should be run — and who can run them 


By Anthony Rowley 
Hongkong: For many years the official 
view in Hongkong was that the fast-ex- 
panding insurance industry and the buyers 
of insurance could take care of them- 
selves. Caveat emptor — "let the buyer 
beware" — was seen as an appropriate 
counterpart to laisser-faire. But in recent 
times a number of company collapses, 
hardly publicised but an ominous portent 
of the scope for abuse in a little-regulated 
industry having access to public savings, 
have changed official thinking. 

The result has been a positive flurry of 
interventionism, though much of the 
proposed legislation has yet to be enacted. 
The need for reform is obvious enough: 
there are now more than 300 insurance 
companies in Hongkong collecting HK$4- 
5 billion (US$680-850 million) a year in 
premiums for life assurance, 
general insurance and reinsur- 
ance. Their total assets approach 
around HK$10 billion. Some of 
the companies have come to 
Hongkong simply because of the 
relatively lax control compared 
to, say, Singapore. 

"Hongkong is an attractive 
area [for insurance] and we want 
to make it clear that we are not 
going to be used," one local offi- 
cial seconded from Britain's De- 
partment of Trade told the 
REVIEW: That Hongkong has 
suffered probably more than its 
fair share of rogues and rip-offs 
in the insurance industry is 
beyond doubt, though the lack 
of general consumer-rights con- 
sciousness among the local pub- 
lic has masked the true extent of 
abuse. “Once you start looking 
closely at companies, things start 
crawling out of the woodwork," 
the same official commented. 

Among the nasties that have 
crawled. out have been com- 
panies which аге under- 
capitalised, with assets that do 
not match their liabilities (one 
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company’s sole asset was reportedly a lux- 
ury yacht) and which have been run by 
people with criminal records. This is not to 
mention the wealth of abuses by "inter- 
mediaries" — brokers and agents indulg- 
ing in pyramid-selling and other fly-by- 
night activities, some of which are cur- 
rently being examined by the Law Reform 
Commission with a view to possible legis- 
lation. 

One major problem in legislating for an 
insurance industry as internationalised 
and cosmopolitan as Hongkong's is decid- 
ing whose laws to adopt. The host of Ame- 
rican, European, Australian and Asian as 
well as domestic companies operate under 
different insurance regimes and employ 
an array of accounting practices in their 
home countries. In the event, the Insur- 





Lloyd's trading floor: exception to the rule. 


companies, 1980 


ance Companies Bill, which the govern- 
ment has introduced to consolidate vari- 
ous bits of previous legislation, is a virtual 
re-run of the British insurance acts of 1974 
and 1981. This has the virtue of familiarity 
for officials in a British-administered ter- 
ritory but it is seen as alien and irrelevant 
by some of the non-British companies. 
For example, the bill provides that “any 
person who is considered by the Insurance 
Authority not to be a fit and proper person 
to be associated with an aushorised insur- 
ance company will not freely acquire a 
position of influence in relation to such а, 
company." This idea of officialdom being 
given the power to decide who is "fit an 


proper" to run an insurance company is as. 


obnoxious to some Hongkong company 
executives as it was to some in Britain 
when the concept was pioneered іп 1974. 


Ti argument in favour of giving au- 





thority these draconian powers as ad- 


vanced (under a Labour government) i in 
Britain was that insurance is a business 


peculiarly susceptible to fraud (though - 


oddly, the concept has never been applied 
to banking and investment management, 


2 = 


which have equal access to public sav- _ 


ings). An unscrupulous insurance under- 
miums and mis-invest or make 


holder is aware of what is going 
on. There is little point in urging 
the buyer of insurance to be wary 
if heis unable to comprehend the 
nature of the risk he is taking — 
one insurance company looks. 


eral public. 
Hongkong has 
number of insurance shocks 
which have left policy- 
holders stranded. The most re- 
cent was the winding-up last 
November of Commodore Gen- 
eral Insurance. a fire, marine 
and general insurer. Incorpo- 
rated in Hongkong. the com- 
pany appointed a main agent in 
the United States who is now fac- 
ing criminal charges. Eighteen 
months earlier, Kyoto Insur- 
ance, a local motor insurer, had 
its authorisation withdrawn by 
the government because of 
doubts over its financial stabil- 
ity. Again policy-holders were 
left high and dry. though the 
exact number is still not known 
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suffered a 


writer or broker can collect pre- 


off with them before the policy- ~ 


the same as another to the gen: ] 








WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 





But that's just one of the problems facing the 
Panda 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 


'The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money ~ your money 
Please send c 
National Organisation m y у or dire. 
WWE International, 1196 Gland, 
Switzerland. 


the WWF 
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“I phone the States 
and get the ball 
rolling...fast? 


е. Г $a 
| d | 
Fast action is what it takes when it 

comes to getting American sports 

equipment. Because my customers 
want itas fast as | can get it. That's 
why | do business by telephone. It's 
thefastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
in the U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...get the ball rolling by 
phone, and you won't strike out with 
your customers. 
| U.S. MAINLAND TIME ZONES” 








Time 
Difference From: | Eastern | Central | Mountair 
| Australia 
| (Sydney)** | 1 1 18 
| China 14 15 
| Hong Kong 5 
Japan 
Korea, Rep. of 
Philippines 
Singapore 
Taiwan 
й zh AS! vw 

Time differences are based on Standard Time 
observed in most of the U.S. from the last Sunday 
in October until the last Sunday in April 
(9 *Multiple time zone country. 
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N Чоп: The bidders included TBM and a sub- 
. sidiary of National Semiconductor Corp. 
‘that markets Hitachi mainframe com- 
` puters in the US. But the FBI said it would 
award the contract to IBM, even though 
the National Semiconductor subsidiary, 
ational Advanced Systems, had submit- 
a lower bid. The low bid lost, the FBI 
, because the equipment to be sup- 
plied was “determined to have included 
| techn вы! improperly obtained through 
- an FBI undercover operation." 
` According to a US computer-industry 
publication, Electronics News, the 
- machines to have been supplied were 
. existing models designed before Hitachi's 
- entanglement with the FBI. But whether 
Or not the technology contained some- 
thing never or yet to be announced, it 
Fy early would be embarrassing for the FBI 
to buy from Hitachi at present. 
|. In other developments arising out of the 
Ја affair, а September 7 trial date 
} was set for two recently dismissed employ- 
ees of National Advanced Systems and an 
associate accused of selling Hitachi the 
st set of IBM manuals. That sale al- 
legedly led Hitachi into the arms of FBI 
, ts in its search for more. 




























eanwhile, also in San Francisco, the 
IMUS subsidiary of Mitsui and Co. plead- 
ed guilty to charges of dumping steel in the 
| US and agreed to pay US$11.2 million in 
| fines. The plea saved Mitsui the expense 
x to trial in a case that could have 
ose in penalties of up to US$50 mil- 


"But the admission of guilt is seen to be 
- helping to make the broader, tacit Ameri- 
can case — springing from fear of Japan — 
t the Japanese are out-competing US 
companies on their own soil by unfair 


Jh. 


M Mitsui pe рса had been under negotia- 
US customs agents raided the 
ж ES s New York and San Francisco 
` Offices in December 1980, taking away 
- with them more than 500 boxes of Mitsui 
. records. 
С Indictments were filed against the big 
2: ` Japanese steelmaker's subsidiary and 
| three employees on July 20 after a labori- 
- ous investigation intended to demonstrate 
- that Mitsui gave customers illegal rebates 
- after filing import documents with US cus- 
toms establishing a price within US 
_ guidelines for its products. Mitsui pleaded 
- guilty the following day but the case is not 
yet over. Three of its employees face 
charges carrying етт of five years in 
en or a US$1 
They are Tsuneo Namiki, 48, a former 
"vice-president of Mitsui and Co. (USA) 
_ and general manager of the steel depart- 
ment of Mitsui’s San Francisco office; 
E Такео Teraoka, 47, former deputy gen- 
eral manager of that department, and Kat- 


эми rods and products division іп 


К ES part of the plea-bargain, the US au- 

thoritles agreed not to include other Mit- 
sui employees in the case or to file criminal 
charges against Mitsui that could have re- 
sulted in additional penalties. ш 
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sumi Arai, 44, an employee in Mitsui's- 
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Big plans, small means 


Nepal resorts to deficit financing to pog development 
plans — and hopes for more foreign ai 


By Kedar Man Singh 

Kathmandu: Nepal’s budget for fiscal 
1982-83, which started in July, is aimed at 
giving a major push to the country's deve- 
lopment. Development spending has been 
allocated Rs 6.96 billion (US$545.7 mil- 
lion), an increase of 70.8% over the pre- 
vious year. The sum also represents 76% 
of total projected spending of Rs 9.19 bil- 
lion under the new budget. 

The budget is also notable for its heavy 
reliance on deficit financing — and on 
foreign aid and loans to plug the deficit. 
Of the projected development expendi- 
ture, some Rs 1.8 billion is available from 
domestic revenues and Rs 3.63 billion 
from committed grants and loans. This 
leaves a deficit of over Rs 1.5 billion — the 
highest such shortfall in the 22 years of the 
partyless panchayat political system. The 
government hopes to. meet the deficit 
from bilateral and multilateral loans and 
from reserves. 

On the current expenditure side. 
Rs 2.23 billion has been’ 
allocated, an increase 
of approximately 22% 
over fiscal 1981-82. 
Total domestic  re- 
venue for the coming 
year is estimated at Rs 
4 billion, of which Rs 
3.6 billion will be met 
by existing revenue 
sources while Rs 450 
million will be raised 
through new tax ры 
posals which would hit 
the highest taxpayers. 

Meanwhile, on the 
basis of an economic 
survey for the past nine 
months of the closing 
fiscal year, Finance 
Minister Yadav Prasad 
Pant has said gross 
domestic product increased by an esti- 
mated 4.1% in 1981-82 — the target set in 
the sixth five-year plan (1981-85). But 
Pant conceded that major problems re- 
mained, such as the rising price of rice 
since mid-April and delays in implement- 
ing development projects. The expansion 
of domestic credit and the export trade has 
not achieved the targeted growth rate. 

Pant hopes to meet 52% of the develop- 
ment budget from foreign grants and loans 
bilaterally and multilaterally. Among the 
aid donors, Japan has topped the list by 
granting Rs 319.3 million, followed by 
India, whose total grants amount to 
Rs275.7 million. The United States comes 
third with Rs219.2 million and then China 
with Rs 159 million. Significantly, Britain 
has drastically reduced its aid by commit- 
ting merely Rs 121 million against last 


year's Rs 208 million. 





Pant: problems remain. 


Other donors include West Germany 
(Rs 116.4 million) and the Saudi Develop- 
ment Fund (Rs 100 million). Among inter- 
national institutions, the World Bank's 
contribution is highest with Rs 931.8 mil- 
lion followed by the Asian Development 
Bank with Rs 717 million. _ 

Domestically, customs duties on luxury 
vis such as TVs, video tape-recorders, 
refrigerators, eed (Lis gcn ttes 
and liquor have cinê r in- 
creased, thus discouraging imports. In- 
centives have also been given to exports. 
In his budget speech, Pant also announced 
new facilities for the development of the 
agro-based and indigenous raw materials- 
based cottage and medium-scale indus- 
tries. To further this, financial institu-. 
tions' regulations on credit and loans have 
been simplified. 

The government has increased taxation 
by 25% in the case of luxury hotels and de- 
creased taxes by 20% for economy-class 
hotels. It has also in- 
creased the embarka- 
tion tax on certain 
domestic flights by, 
66.6%. Other taxes re- 
lated to the tourism in- 
dustry have also been 
proposed. The Nepal 
Hotel Association has 
strongly denounced 
these measures as harm- 
ful tothe important tour- 
ism industry in Nepal. 

In а controversial 
move, Rs 402 million — 
more than 4% of the 
budget — has been set 
aside for defence and 
military modernisation. 
This represents an in- 
crease of 40%, allowing 
for modernisation of 
the army, an increase in army pay and in its 
numerical strength. For the police, a 25% 
increment has been allocated, taking ex- 
penditure to Rs 213.6 million. 

The Rs 402 million for defence com- 
pares with Rs 353.2 million for the social 
services, including health and education. 
The allocation has come under fire from 
critics of the government, who want an 
explanation, given that Nepal has been 
following a non-aligned foreign policy. 
But their questions have gone un- 
answered. 

The critics have also expressed fears 
that the heavy reliance on deficit financing 
could lead to an increase in inflation. They 
have also called on the government to im- 
prove its administrative efficiency, which 
is seen as essential if foreign aid is to be 
used effectively and development targets 
met. fr] 
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-By Mark Blackburn heu „Ан 
San Francisco: The “J арвай" “indusi 
trial espionage affair has (акеп a new turn, 
with charges brought ‘against Mitsubishi 
Electric Corp. and four émployees after 
they failed to persuade the prosecutor to 
omit them. A grand jury handed down in- 
dictments against thé company апа its 
representatives three weeks after indict- 
ing Hitachi Ltd and 13 employees on 
charges of conspiring to transport stolen 
IBM documents and tapes to Japan, 
Mitsubishi -had asked. for additional 
time to demonstrate to ‘prosecutor Joseph 
. Russoniello that it should not be included, 
but was unsuccessful. However, a Mit- 
subishi engineer who had been named ear- 
lier was dropped from the case for lack of 
evidence, at the instance of his lawyer. 
"Mitsubishi Electric Corp. emphatically 
denies that it.or any of its employees has 
been involved in any unlawful conduct," 
the company said in a statement released 
in Japan and published here. “[Mitsubishi 
Electric] intends to defend itself and its 
сиресе. Vigorously,” the: ‘statement 
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added. ^[Mitsubishi Electric] believes that 
it and its employees will be fully vindi- 


cated and found to be innocent of the | 


charge in the indictment.” . 
Mitsubishi officials are accused of pay- 
ing an undercover Federal Bureau of In- 
vestigation agent US$26,000. between 
January 12 and June 21 for confidential 
IBM documents and tapes that could be 
used in constructing computer systems 
competitive with IBM's. Mitsubishi has 
said itmade the payment but did notknow 
it was buying "stolen" information. 
Another. federal affidavit said Hitachi 
officials paid the agent US$622,000 be- 
tween November 6, 1981, and June 21 for 
similar but more extensive information. 


Hitachi has admitted paying US$546,000 | 
! but denies any wrongdoing. Russoniello 


said there was "nothing to indicate the two 
companies had worked together. “If we 


had such information, we might have had 
a.single indictment," he said. 

Three of the four indicted Mitsubishi 
employees are in Japan and the United 


| Mitsubishi and four employees fail to pefedadé i aUS prosecutor f 
d from the 'Japscam' indictment list 
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The three oth 
are: Kazuma Ban 
manager, ; 
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imposes a deadline for bilateral textile talks, after 
pout of the Multi-Fibre Arrangement 


оратору have se omi бн 24 as 
dline for concluding.new bilateral 


1 усон suppli iers. Negotiations 
е not been completed by then 


gotiators are apparently 
turers and exporters 


iniries to. ) press their - 


| | the present agreement, it centres on the - 
sci Ене ег ór not to put into : 
ernal decision to with. 


artners: and Common Market 


gotiators. The latter, ‘inevitably,’ are 
ng this break in the Asean ranks will 
хо an agreement-with Indonesia, to 
n with, and Singapore, Malaysia and 
yilippines during their second round 
gotiations, set for September. 
owever, the negotiations with In- 
sià, which began the same day that 
igreement with. Thailand was initial- 
were later adjourned while still at a 
inary stage. They are bound to be 
tas the EEC must get Jakarta to ac- 
n agreement considerably more re- 
ctive than the present one, concluded 
1977 when Indonesia was just entering 
clothing market. 
ailand's. decision clearly has sur- 
nd even shocked Asean represen- 
es here; who believe the repercus- 
‘cannot be limited to textiles. The 
readiness to encourage Thailand to 
k nks has also occasioned. surprise: 
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for withdrawal could then be effected by 


| January. 1. 1983. (Notification of with- 


drawal from the MFA must be given two 
months in advance.) It was the French, 
therefore, who insisted that the commis- 
sion.should report on the outcome of the 
negotiations by the end of September. 
They would then have.a month in which to 
press.their partners for a decision: on 
whether or not to leave the MFA. 

A new four-year agreement. with 
Bangladesh was initialled here on July 16 


| after two days of negotiations. It is similar 
:|. to the present agreement in that there are 


no specific quotas. and no anti-surge 


| clause. (The anti-surge clause isa measure 
nt under-utilised quotas from one - 


years allocation contributing to over- 
utilisation in a subsequent year.) And like 


basket extractor mechanism, under which 
quotas can be introduced once imports 


Teach a certain level. 


.EEC has not used the mechanism 


so far, however, even when these levels- 


have been exceeded. Under the new 


| agreement these levels have been set as: 


меп was in his country’s national in- 
terest, thus making it difficult for them to 
pursue the matter further with him. But 
one Asean representative noted that big- 
ger quotas were pointless if they could be 
cut back through the operation of the anti- 
surge clause. Another Asean representa- 
tive thought Thailand’s decision could re- 
sult in the others taking a much harder 
line. 

The most likely explanation of why 
Thailand finally decided to jettison the 
common negotiating position adopted by 
the Asean economic ministers in May is 
economic: it was offered larger quotas for 
the 13 categories subject to self-restraint. 
(They include seven of the eight “highly 
sensitive” products in group one — the 
group, covering mainly garments, most 
subject to restrictions. ) 

While no figures have been released 
here, the increases presumably were suffi- 
ciently large to overcome Thailand’s re- 
luctance to break ranks by accepting the 


community’ s version of the anti-surge and 
id the basket extractor 1 


under the new a, 








The first сало negotiations: with In- 
donesia; which ended here oh (id 12, was 
of 


Indonesians have been locked i inana 
dispute with the BEC over its attempts. ч 
introduce quotas under the basket extrac- 
tor mechanism. ©. 

' The deadlock was broken recently 
when the two sides agreed to 1982 quotas: 


ment and the break- 
through, not.surprisingly, cleared the at- 
mosphere greatly; While the negotiations 
were nevertheless adjourned until Sep- 


tember s it was won bd 


Of ah e-anti-surge and anti-fraud clauses. 
The Indonesians were also unhappy over 


the EEC's practice of splitting up quotas 


-among the member states on the basis of 


m-sharing. They «could probab. 
agree to it, » however, iti itwere done. on 


fävoürable 1 terms to other exporting coun- | 


tries. This refers particularly to the anti- 
surge clause, whicli some believe may yet 


be dropped by the EEC, though Britain i is 


insisting on it. 

` The Thai delegation, which wı 
Bajr Israsena, director-general” 
Commerce Ministry, may have been 
swayed also by the community's argument 
that countries which enter into an agree- 
ment now are certain of larger quotas. In 
other words, as the negotiating reserve is 
used up, exporting countries will have to 
settle for their existing quotas, increased 
only by the annual growth rates. 

Common Market sources: have 
categorically denied that Thailand: has. 
been promised better terms for its other - 
exports — a larger manioc ‘quota, for 
example — in return for an agreement ón. г, 
textiles. The plain truth isthat the commu- 
nity's institutions simply are not organised 


‘to negotiate such trade-offs. The EEC has © um 


now concluded bilateral agreements with 
seven of the 28 "low-cost countries" on its 


list. They include Sri Lanka, Pakistan and: | 


Thailand as well as Peru, Uruguay, Ро- 
land and Bulgaria. Negotiations with 
Brazil have been suspe: 
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Today's Brazil, a giant, 
rapidly developing market, 

is already one of the ten most 
heavily -industrialized nations 
in the West 

Living in 8.5 million square 
kilometers of national 
territory is a population of 
120 million... over half under 
20 years of age 

Clearly a nation as dynamic 
as this with a growth rate 

of 8.9 percent a year in the 
last decade, requires a bank 















that can keep pace with its 
extraordinary development 
Such a bank is Banco do Brasil, 
the main financial agent 

of the Brazilian nation. 
Banco do Brasil offers a 
consummate array of banking 
services to better orient 
foreign businessmen in 

their commercial transactions 
and provide financing 

for the importation o 
Brazilian goods 

To this end, Banco do Brasil 
provides 2,000 banking 
agencies within Brazil plus 
an extensive network of 
offices and branches abroad, 
covering the world's key 
financial centers 

We're here to help you with 
information covering any and 
all of Brazil's main exports: 





modern aircraft, quality shoes, 
household appliances, textiles, 
medical-hospital equipment, 
diverse technology ... and 
much more. 

Want a good deal on your 
Brazilian investment? Look 
for the man with the Banco 

do Brasil emblem in his lapel. 
He knows what it's all about. 
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Кама Lumpur: When the Federal Court 
- of Malaysia rejected the final appeal to set 
гир the Chinese-language Merdeka Uni- 
versity on July 9, the Chinese community 
-on the whole reacted with calm. The op- 
= Democratic Action Party (DAP), 

wever, reacted harshly; it declared that 
| the group of Chinese educationalists who 
took the question to court — rather than 
to the political arena — had “planted a 
time-bomb for Chinese education in gen- 





| dependent secondary schools in particu- 
lar. hd 
— The Merdeka University saga, which 
"began 15 years ago, tells the story of 
— ] Chinese aspirations to carve out a niche 
"E! for themselves as Malaysians without 
| totally losing their “Chineseness.” How- 
|__| ever, the perception of what this Chinese- 
b ness is varies not only between the 
| | Chinese and non-Chinese (essentially 
| Malays) but also among the Chinese 
| themselves, depending on political affilia- 
tions, economic and social background, 
and educational level. 
The battle for Merdeka University 
began after what was seen as a far more 
serious threat than mere encroachment on 

















. government made sure that Lim Chong 
. Eu formed the government. Thus, in a 
ерюн way, the Penang situation reflects 
the way the National Front works, with 
power going to the community — the 
Chinese — who form the majority in the 
. state assembly. 

The dilemma for Lim Chong Eu, how- 
| ever, is that his MCA partners are in fact 
his political foes, and he must constantly 
be be prepared to make concessions to his 
А E ano partners who never cease to put 
; ssure on him to improve the lot of the 

lays in the state, 
Ironically, the state of tension between 
_ these three National Front partners did 
| pot help the DAP, which thought that it 
. could capture the state. The Chinese vot- 
—— ershad 20 DAP candidates to choose from 
but rejected 18, showing very clearly that 
— they were hardly influenced by the kind of 
principles that Lim Kit Siang was advocat- 







ing. 
The Chinese know that a policy of con- 
— frontation with the Malays would be 
— futile. But, unlike the Malays, the Chinese 
have not thought in terms of their own 
P^ unity às a precondition for the communi- 
1 ty’s future welfare. Under the leader- 
| ship of Lee there has been a unity cam- 
| paign which claims that unless the 
Chinese are united there could never be 
- real harmony among the races. But the 
—  sloganeering has had little effect so far. 
—— The thousands of clan associations and 
merchant guilds, which were virtually ig- 
` nored as the MCA grew into power in the 
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nated by those Rm i perceptions 
were still China-oriented even though 
their loyalties were very likely not. But the 
national education policy, which also pro- 
ceeded to convert English-medium 
schools into more Malay-language- 
oriented schools, pushed even the Eng- 
lish-educated Chinese towards the 
Merdeka University campaign — not so 
much because they wanted their children 
to study Chinese but because they instinc- 
tively resented being obliged to change. 










cultural traditions. The double-pronged 
threat came in 1967, the 10th year of inde- 
pendence, when Bahasa Malaysia became 
the nation's official language and the edu- 
cation minister announced that only stu- 
dents who possessed the overseas Cam- 
bridge School Certificate or its equivalent 
could go abroad for university education. 

The Chinese were stunned. Under the 
national education policy which had been 
introduced several years earlier, primary 
schools were permitted to continue teach- 
ing in Malay, Chinese and Tamil. How- 
ever, to qualify for continued government 
grants, the Chinese, Tamil and English 
secondary schools had to lay more em- 
phasis on Malay. A large number of 
Chinese secondary schools complied. 

But the more than 4,000 Chinese clan 
associations and merchant guilds 
demonstrated their feelings by supporting 
independent schools. The graduates from 
such schools, who had gone to China for 
further education until 1949, had their 
sights set on Hongkong and Taiwan. The 
education minister's announcement, 
therefore, was devastating. The im- 
mediate reaction was to announce a plan 








hile the Merdeka University campaign 

was being mooted, another Chinese 
group was operating to upset the delicate 
ethnic balance in the country. In 1968, the 
Communist Party of Malaya launched its 
seven-year plan to capture power follow- 
ing a series of broadcasts from Peking 
quoting Mao Zedong that conditions were 
ripe for revolution in the region. The 














to build a Chinese-language university. 


1950s, are still very suspicious and will not 
openly back any political party. 

Nor was the MCA campaign helped 
when the government passed the amend- 
ments to the Societies Act last year 
(REVIEW, Apr. 17, '81) and the MCA was 
obliged by the National Front whip to vote 
for the bill. The bill made it necessary for 
the guilds and associations to declare 
themselves political or non-political. They 
were prohibited from making political 
statements if they did not become political 
societies. 

But Mahathir's style of government has 
іп many ways shown the grassroots 
Chinese that while the bumiputra 
priorities will not be abandoned, there will 
be no question of pampering the Malays. 
In fact within days of taking office, the 
Mahathir government dismantled 
bumiputra companies which were losing 
money. 


qu. for the moment the MCA in part- 
nership with Umno is the most practi- 
cal alternative for the Chinese. While the 
MCA has begun putting down genuine 
roots in the community through enter- 
prises such as Multi-Purpose Holdings and 
Tunku Abdul Rahman College, it has not 
been able to win the confidence of the 
clans and guilds, and that cannot happen 
as long as there are other Chinese parties 
which are content to snipe at the MCA for 
not making demands that are politically 
titillating, but unrealisable. 

However, Mahathir told the Chinese 
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Lim Kit Siang: no compromise. 


electorate during the April campaign: “If 
Datuk Lee [San Choon] whispers in my 
ear, I can hear him very well. If the DAP 
screams, I cannot hear anything." The 


' message was very clear to the Chinese: 


Umno needs the MCA and through the 
MCA the Chinese can get a great deal 
more than through anyone else. The 
Chinese obviously answered the Mahathir 
call in April, but the MCA and Gerakan 
must know that if they do not work closely 
with Umno, Mahathir is quite capable of 
expanding his appeal to the Chinese with- 
out the inconvenience of their parties’ 
middlemen. 

The Chinese dilemma is to determine 
whether it makes more sense to get to- 
gether and deal with Umno through the 
MCA to get practical concessions slowly 
or to join the opposition and demand the 
mythical political equality immediately in 
the full knowledge that the battle is al- 
ready lost. The general consensus is that 
the Chinese have given Mahathir a man- 
date for five years and the next election 
will see the reckoning. 
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civil servants declare their assets, attack- 
ing the housing problem by offering loans 
to bumiputras (mainly Malays) as well as 
non-bumiputras, relaxing visa restrictions 
on foreign wives (affecting more non- 
Malays than Malays), and implementing 
the new laws on non-Muslim (in effect 
non-Malay) marriages and divorces which 
promised to solve the marital woes of 
thousands of non-Malays. 

These measures, of course, did not 
touch many of the larger concerns of the 
Chinese community and party leaders 
who worry about: 

» The future of the free-enterprise sys- 
tem as government controls increase. Ac- 
cording to the MCA research centre in 
Kuala Lumpur, the non-Malay corporate 
assets growth at the end of the New 
Economic Policy period in 1990 will not be 
on target, falling short by M$8.7 billion 
(US$3.75 billion) from the projected 
M$29.8 billion. 

» Employment in the public sector. In 
the top six scales of government service, 
fewer than 23% are Chinese. If the top 
three scales are considered, the Chinese ac- 
count for little more than 13.5%. Given 
the penchant in Malaysia's civil service to 
implement programmes without due re- 
gard to the spirit of government policies, 
the fear is that under-representation could 
mean more abuse by racially oriented offi- 
cials. 

» Voter representation. With more 
than 35% of the population Chinese, only 
19% of the parliamentary seats have 
Chinese-majority constituencies. Despite 
original safeguards in the Malaysian Con- 
stitution against excessive racial im- 
balance in constituencies, subsequent 
amendments favouring rural Malay seats 
have resulted in only 22 constituencies 
with Chinese majorities among the 114 in 
Peninsular Malaysia. 

Thus, even if there was total polarisa- 
tion of votes along racial lines the Chinese 
would be grossly under-represented in 
parliament and if the MCA and Gerakan 
were not in government, the Chinese 
would have hardly any voice in the cor- 
ridors of power, 

While these problems have preoccupied 
the Chinese leaders, they have done little 
to educate their following. MCA presi- 
dent Datuk Lee San Choon told the 
REVIEW that there was a dilemma for the 
Chinese, though he preferred to call it a 
lack of direction. It was also a lack of a 
sense of confrontation because of working 
within the ruling system which is based on 
a policy of uplifting the Malay poor. He 
said that the larger issues had to be resolv- 
ed quickly through careful negotiation 
rather than by making general demands; 
also a very important principle was to 
think in terms of Chinese self-help. 

To that end the MCA has launched sev- 
eral programmes, including the creation 
of Multi-Purpose Holdings (page. 93), 
Tunku Abdul Rahman College and a 
scholarship fund. The effect of these pro- 
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jects, as the MCA sees it, is to give the 
Chinese symbols as well as solutions to 
their immediate problems. That the MCA 
has had some success is evident from its in- 
creased membership, but Lee was not 
ready to exult about it. “The MCA,” he 
said, *has had an unenviable history. The 
Chinese turn to us when they are in trou- 
ble or feel threatened. When there is 
peace and prosperity, they tend to turn 
away." 

The МСА self-help schemes are not 
the stuff of political campaigning. Tunku 
Abdul Rahman College, for example, has 
a complex programme for turning its dip- 
loma-holders into graduates. The college 
has forged links with a number of Ameri- 
can universities which recognise the dip- 
lomas and allow students to complete a 
degree course in the United States within 
a year or two — thus saving the student 
money and giving him a recognised qual- 
ification. Efforts are now under way to 
link up with an Indian medical college and 
the plan is to get the students to complete 
half the course in Kuala Lumpur before 
proceeding to India for three years to 
finish the degree. 

While this programme will solve the 
problem of costs and the shortage of 
places in local universities, it will not help 
the MCA boost its political image as the 
DAP scoffs at what is obviously an ad hoc 
programme that could be brought to a 
sudden halt if the government sees fit. 

The МСА measures cannot be imi- 
tated by either the DAP or Gerakan, sim- 
ply because they do not have the money. 
Apart from money, the DAP does not be- 
lieve in compromising what it regards as 
central principles. DAP secretary-gene- 
ral Lim Kit Siang told the REVIEW: “The 
fundamental problem is the refusal to ac- 
cept non-Malays as full and equal citizens 
of Malaysia in every sense of the word. 
The solution lies in the establishment of a 
government which recognises and upholds 
the fundamental principle of equal citizen- 
ship, both in law and practice.” 


he third Chinese-based party, Gera- 

kan, which began as an opposition group 
and defeated the government in Penang 
state but subsequently joined it, now ap- 
pears even more directionless than the 
MCA or the DAP because it has failed to 
spread beyond its Penang base. It did cap- 
ture a few seats outside Penang, but its ap- 
peal is dwindling as the Penang base itself 
has been eroded since Gerakan took 
power in 1969. 

Today, Gerakan’s Lim Chong Eu re- 
mains the Penang chief minister only be- 
cause the federal government finds it con- 
venient. At the last election the MCA won 
only six of the eight seats it' fought in Penang 
while Gerakan won all eight seats it contest- 
ed. The understanding was that the party 
which won the larger number of seats 
would form the government. The remark- 
able thing was that Umno fielded 10 candi- 
dates, all of whom won. But the federal 
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g umpur's ‘Chinatown’: do the people still need the parties: 





Changing times and attitudes bring a new dilemma in Malaysia 


Chinese at the crossroads 


By K. Das 


Kuala Lumpur: One of the more contro- 
versial disputes in Malaysian politics — 
the Chinese-language Merdeka Univer- 
sity — ended this year, not with the antici- 
pated fireworks but with a whimper. Four 
years ago, 10,000 Chinese tried to or- 
ganise a march on this city to protest 
against a government decision to deny a 
charter to build a university to cater for 
the Chinese, but this year when the Fed- 
eral Court upheld the decision, no one 
made the slightest public protest. Even 
the Chinese schools associations, which 
bargained with the leading Chinese politi- 
cal parties before the general election in 
April about who they would support be- 
cause of the Merdeka University issue, re- 
mained silent. 

What went wrong? Obviously some- 
thing had changed and few Chinese lead- 
ers, including the opposition politicians 
were willing to admit that they had lost 
touch with the moods and aspirations of 
their community. The election results also 
showed that the Chinese voter was not the 
same combative chauvinist who was 
swayed into violence in 1969 after the elec- 
tion which crushed the premier Chinese 
party, the Malaysian Chinese Association 
(MCA). 

This time the MCA, despite its refusal 
to champion the Merdeka University 
cause, won 85% of the seats it contested. 
The opposition Democratic Action Party 
(DAP), though it was the most vociferous 
campaigner for the Chinese education 
issue, was thrashed, essentially by the 
Chinese voter, and won only nine seats 
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compared with its 16 in 1978. Even in 1969 
the DAP in its maiden election effort had 
won 13 seats. The third Chinese-based 
party, Gerakan, despite receiving open 
support from the Chinese education 
lobby, made no headway but survived 
with the five seats it held before the elec- 
tion. 

Neither Merdeka University nor the 
whole question of education itself was the 
central issue in the election. But the re- 
sults showed a pattern that confounded 
the Chinese political leaders, because it 
became obvious that Prime Minister 
Datuk Seri Mahathir Mohamad's United 
Malays National Organisation (Umno), 
which leads the ruling National Front co- 
alition, had gone to the voters regardless 
of race and successfully wooed them. That 
the MCA as a National Front partner be- 
nefited from this is not disputed but the 
question is; does Umno really need the 
MCA to win Chinese votes? 


Il the nine months before the April 
election Mahathir's government made 
some moves which were courageous to the 
point of seeming rash. In a bid to improve 
primary education, the so-called 3-R sys- 
tem — reading, writing and arithmetic — 
was launched at the beginning of this year. 
The programme was attacked by many 
educationalists and opposition leaders as a 
device to abolish gradually the teaching of 
Chinese in primary schools. 

Among those aspects which the critics 
found objectionable was the singing of 
Malay songs in Chinese and Tamil pri- 





mary schools. As emotions ran high it ap- 
peared the government had made a 
dangerous — and unnecessary — gamble. 
The DAP led the attacks, telling the 
Chinese and Indian voters that their birth- 
right, not to mention the constitutional 
right of mother-tongue instruction in pri- 
mary schools, was being infringed. 

While the government did not withdraw 
the 3-R system, it corrected its glaringly 
unpopular aspects. Despite these correc- 
tive measures the MCA was obliged to do 
its own public chest-thumping in the cause 
of the Chinese language to ensure that the 
Chinese did not see the DAP as their true 
champion. 

But there was little evidence that the 
mass of Chinese voters were much con- 
cerned with the 3-R system and its impli- 
cations. If anything, they seemed to ap- 
prove of the government's moves to shake 
up the lethargic — and largely Malay — 
bureaucracy, making it more oriented to 
serving the public. The Mahathir adminis- 
tration's crackdown on corruption in gov- 
ernment also seemed to win the public's 
approval, despite the DAP's criticism that 
the majority of those brought to book by 
the Anti-Corruption Agency were lowly 
officials. 

It soon became clear that the adminis- 
tration was offering the Chinese voter 
what the MCA and the DAP could not de- 
liver, the MCA because it lacked the poli- 
tical clout and the DAP because Mahathir 
had begun to act on what the DAP had 
been insisting on: releasing detainees held 
without trial, making ministers and top 
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in output and per capita income. 
come averaged a highly respect- 
imb 1,196 (US$626) per worker. 
“Hoang Quoc Hung; a leader of the re- 
fugee. fishermen, said that life in Beihai 
had been good to the Vietnamese. “At 
first, most refugees had a wait-and-see at- 
titude," he said. "Many people said they 
would rather go to Hongkong or other 
places. But the resettlement has been 
good. The Chinese Government has done 
quite a lot for us, so most people would 
like to settle down permanently i in China 
and make their life here." | 
Hoang, himself a veteran member of 
the Vietnamese Communist Party, said: 
“Twas in the party for along time. I don't 





all kinds of trouble on the border. 

Presumably, Vietnam stands to gain if 
China strikes again — domestically by gal- 
vanising people at home against the 
Chinese, and internationally by pro- 
viding evidence to back up Hanoi's claim 
that itis China, not Vietnam, which is the 
aggressor in Southeast Asia. Thus, China 
has been hesitant to retaliate, but the pa- 
tience is wearing thin. The officers said 
that if what they described as Vietnamese 
provocations continue, China will have no 
choice but to respond, despite the nega- 
tive impressions such a response could en- 
gender elsewhere. 

A more cynical interpretation would be 
that China's 1979 strike into Vietnam had 
little to do with border troubles, but was 
primarily a Chinese effort to force Viet- 
nam into a two-fronted war in the wake of 
Hanoi's December 1978 invasion of Cam- 
bodia. According to this analysis, any new 
Chinese activity in northern Vietnam 
would be more a result of strategic consid- 
erations aimed at breathing life into the 
Cambodian resistance by diverting Viet- 

' namese attention than of Vietnamese ac- 
tions on the border. — 

Be that às it may, the local Chinese 
population in the border area missed no 
opportunity to detail instances of so-called 

Vietnamese provocations to this corres- 
pondent. In Aiko village, about 5 kms 
from the frontier; militia members said 
that the infiltration of armied Vietnamese 
personnel or unarmed "agents posing as 
local people" had increased markedly. 
They also accused the V 
tactics ranging from s 









e side of 


REVIEWMAP by Fronk Tam 
think it will change its policy. There is lit- 
tle chance of going back to Vietnam, so I 
advise those. who are here to realise that 
it's better to think about staying here." 
The refugees' identification with their new 
home was clearest perhaps when the vil- 
lage sent 28 young people to participate 
with the Chinese army in its 1979 strike 
into Vietnam. 

Yet even at Beihai, there are problems. 
Fishermen said the harbour is not deep 
enough, and some 600 people still have.no 
work because of a shortage of boats. 
There are only a few jobs in the shrimp- 
processing plant for women who do not 
fish. And many fishermen lament the fact 
that while the Chinese facilities and equip- 
ment are good, fish were more plentifulin 
Vietnamese waters. 





when winds were blowing in the direction 
of China to killing livestock, They re- 
ported that Vietnamese tank units had 
been beefed up substantially. 

The Chinese side appears to be settling 
in for long-term hostilities on the border. 
PLA commanders, civilian officials in 
Pingxiang and Guangxi provincial offi- 









agement option is also available). 


program. 
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local Chinese — T-shirts, long h 
jewellery among them. 
At a minorities institute i 
official was asked if h th 
Vietnamese refu 
as a.minority group 
very cofaplicated probis 





























part. So. we are not even discussing 
so far in the future he said. Yet 


the question of basic ыо 
housing апа employment of the 
population is solved. Now com th 
ficult social problems of 
new land. 












cials in Nanning all held that: 
impetus towards change in the Vie 
ese leadership and that the most r 
congress of the Vietnamese Commu 
Party (REVIEW, Apr. 16) had se 
to emphasise that. Hanoi would conti 
to take hostility to Peking as its startit 

— DANIEL BURST 
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ina is learning that there is more to the resettling of refugees 
lan the provision of housing, health services and jobs 







Daniel Burstein ` 

hai: With more than 250,000 Vietnam- 
fugees, China ranks second to the 
d States among host countries with 
rgest resettlement programmes for 
nese. For political reasons, China 
med the huge influx of mostly ethnic 
ese refugees from Vietnam in 1978- 
but the long-term problems of 
lement are now becoming ap- 















| ing to Gao Sheng. director of re- 
affairs in Guangxi province, which 
n 215,000 refugee arrivals. since 














been settled on state farms. Com- 
s have generally taken a dim view of 
ing thé refugees to settle down. Even 
e farms there has been à noticeable 
enthusiasm. “We used to be an 
-average farm,” said a director ofa 
irm near Nanning. “But, since the 
f the refugees, now you could only 
average.” More than 600 refugees 
n placed at that locale. 



























+ More than three years after 
ese troops swept over the border into 
ern Vietnam to, as Peking said; 
its southern neighbour a lesson, а - 
1 such lesson may well be in the 
B: When this correspondent visited 
O-called Friendship Pass on the 
se side of the border, it was appa- 
t tensions are heightening once 












n the eerie mist shrouding this Zhuang 
ty village just ‘above the ‘pass, 
contingents of People’s Liberation 
y (PLA) regulars were. working 
ide peasants іп ће paddies. Recent 
bursts from Vietnamese positions 
ms away had so intimidated the 
ple, PLA officers explained, that 
"come necessary to provide armed 
ers to boost the villagers’ sense of sec- 
ity and deter further Vietnamese at- 
ks. at » oM ue ( 1 + 
The meeting halls, customs office and 
ther buildings at Friendship Pass itself — 
ie hub of Sino-Vietnamese cooperation 
in Vietnam's revolutionary war-— are now 
aled and silent, with damage: from the 
979 conflict and subsequent exchanges of 
ire obvious everywhere. Chinese sources 
aid that some of the holes in the facades 
re caused by shelling in early August, - 
ugh the heavy ge was from 1979. 





























8, the vast. majority of refugees - 


mories of friendship past 
nese officers say that they are prepared to mount limited 
strikes into Vietnam if the border situation does not improve 


| Coils of barbed wire and overgrown forest 
‘lined the road down to Kilometre Zero, 





anti-aircraft gu 
and prom 


Another headache for the Chinese au- 
thorities is refugee resistance to Chinese 
family-planning measures. Stories circu- 
late widely about Vietnamese women ar- 
guing with Chinese officials that they want 
to have another child to celebrate having 
settled down in China; that plea is unac- 
ceptable, ‘however. Gao cited several 
other difficulties, including bad health and 
the superstitious attitude of refugees. 
Former merchants were also reluctant to 
settle as farmers. A nagging problem also 
is those who wish to go to third countries 
but cannot qualify. Gao said that in 
Guangxi, about 989 wanted to go to the 
US and about 1,100 were seeking place- 
ment in other countries. 

The refugee flow into Guangxi has been 
cut to about 2,000 a year and included only 


586 arrivals in the first half of 1982. Gao |: 


acknowledged that many more people 
would probably come were it not for the 
fortified and blockaded mountain border, 
and the new Chinese attitude of "trying to 


where the frontier is demarcated. 

Seated, below а photograph of Karl 
Marx on à wall pock-marked by bullet 
holes in the .main building of the 
Friendship Pass complex, PLA border- 
guard commander Zhao Mingzin rattled 
off a litany of alleged Vietnamese acts of 
aggression and provocation. “In July, four 
times their aircraft overflew our airspace. 
On August 1, they sent 13 artillery shells 
onto our side which scattered propaganda 
leaflets on the ground when they ex- 
ploded." 

Zhao produced one of the leaflets, 
which appealed to Chinese soldiers to 
rebel against the “reactionary alliance be- 
tween China and the United States im- 
perialists. " Zhao said that the propa- 
ganda itself had little effect on the soldiers 
or local people, but the explosion of shells 
was taken by the populatioti as a sign that 
the Vietnamese were intensifying the con- 
flict again. 

Travelling south from Nanning to the 
border, it was clear that if the conflict is to 
be sharpenéd, China will be better pre- 
pared than last time. At Kilometre 175, 
still more than 50 
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burden by ig 100,000 refugees to 
І 10,000 to. Fujian 
bout 1,200 still re- 


north of Viet- 
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With US$21 million 
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boats in which the refugees 
vessels built in China: 











tion at numerous sites. 


In and around Pingxiang, the last major 
town before the.border, PLA troops were ~ 
‚ |} in motion everywhere. Formations moved: . 

through the streets with rocket launchers, 
others could be seen in trucks moving up” 
and down the highway, and- small groups 
were bivouacked by the roadside, At a 











dozen or more points along 
of road to the border, sol 





The facilities inc e new, apartment- 


turned on the. tops of buildings and.army 
barracks appeared.to be under construc. 


provided by 





Chinese state agencies and more than 
ided by the UN, a 


on the Beihai 


about 10,000 refugees. A 
ishing boats was built, 
ied by some 700, small 
d junks — either 





arrived or. new 









the last 50. kms 
diers and civi- 


lians were working to widen and рауечће 
road for tanks and heavy transport уен. 
cles. Road conditions hampered. deploy- 
ment on the front in the 1979 conflict. 7 


I: the solitude of the now-empty 
Pi 


ngxiang Hotel, built to 


house a heavy 


flow of Vietnamese travellers. between ` 
Hanoi and Nanning, Hsen Huabo, deputy. 
mayor of the town, answered questions ` 


about the. current situation. "It is more . 
tense now than at any time since the begins 






ning of 1979," he said. PLA commanders _ 


and local militia leaders generally agreed © 
with that assessment.: One PLA leader 


commented: "Small-scale 
pen daily. Medium-scale 


fighting, it is not so likely." 


What was meant by medium-scale fight- 
ing was never spelled out, but military: 


men made it clear that they 


to carry out limited cross-border strikes і. 


fighting could — 
well take place soon. As for large-scale | 









incidents hap- 










were prepared: 


the situation did not improve soon. They: 


argued that Vietnam's: 
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е OUR cover story last week on Macau 
has attracted some agreeable comments 
but also some “about time too" remarks 
from aficionados of the territory. The 
majority of aficionados are not those 
who win money at fantan, jai-alai, trots 
or the dogs or forget the sorrows of 
Hongkong over a few bottles of vinho 
verde (green wine, actually white), but 
are found among the vast numbers of 
people scattered over Asia who have 
some piece of Portugal's colonial past in 
their names or in their veins. 

Our previous cover on Macau was 
published so long ago — at least a decade 
— that no one in the office can re- 
member when it was. Some Lusitanos 
(Lusitania was the Roman province 
which is now Portugal and the word has 
come to describe people and culture of 
Portuguese origin) may ascribe this to 
the inability of those living in the British- 
administered territory to take their little 
neighbour seriously. The Chinese look 
with mild contempt at an economy based 
on gambling of the most tawdry variety 
(there is not even a stock exchange) and 
the British lift their noses in disdain at 
this crumbling little city long adminis- 
tered in name only by one of Europe's 
least significant nations. 

Of course, Macau is tiny. Its popula- 
tion is just one-tenth that of Hongkong 
and 0.005% that of China. But there are 
plenty of places just as small which are 
accidents of someone's history and 
which occasionally find that history 
catches up with them: Anguilla, the 
Falklands, Timor, Gibraltar, Diego 
Garcia, Brunei, Ceuta (of which more 
anon), etc. 

There is a better than even chance that 
Macau will be the last territory in Asia to 
be ruled by a Europeari nation, and Por- 
tugal will be last as well as first in Asia. 
The drive into Asia started at Calicut, in 
southern India, in 1499, In 1510 the Por- 
tuguese seized Goa, and Malacca in 
1511, just one year before they arrived in 
South America and claimed for Portugal 
the land that was to become Brazil. In 
1513 they took Colombo and the same 
year their ships entered the Pearl River 
estuary. Their presence in Macau was of- 
ficial by 1557, with the chop of Ming 
dynasty approval. Elsewhere, their 
hallmark was force, their strength their 
superior ships and cannon. But in China 
they were a convenient partner for 
trade, and source of good cannon need- 
ed by the Ming to fight the Manchus. 

The Johnny-come-lately British — al- 
most 300 hundred years separate the 
foundation of Macau and Hongkong — 
may have been much better adminis- 
trators than the Portuguese whose impe- 
rial heyday was when European supre- 
macy was confined to sailing ships and 
cannon. The British may have been bet- 
ter at overseeing the development of an 
industrial colony than one of Europe's 


aite mmm 


last and least enthusiastic industrialisers. 

But for sheer staying power the Por- 
tuguese have shown something. And for 
flexibility. Macau's tortuous history in- 
cludes backing, with force, the remnants 
of the Ming against the victorious Man- 
chu Qing dynasty, and appealing for Pe- 
king's help against a threatened British 
attack in 1902. Its status has ranged from 
paying rent to the emperor and having 
Chinese customs officers and magis- 
trates on its soil to being an integral pro- 
vince of Portugal. Now it is recognised 
by both sides as Chinese territory under 
Portuguese administration. 

If Margaret Thatcher and her minions 
could stop dreaming of Falklands glories 
and read about Macau they might make 
some progress on the Hongkong issue. 
The problem is, perhaps, that the Por- 
tuguese have long since become used to 
being international nobodies. National 
dignity does not have to ride a high 
horse. 
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Back to Ceuta (population 75,000). 
That is the place which was the first set- 
tlement by a European nation in Africa. 
Like Macau, it has a better-than-even 
chance of being the last. Ceuta, which is 
on the African side of the Straits of Gi- 
braltar, was captured by Portugal in 1415 
in the first of its seafaring expansionist 
moves. Portugal subsequently lost it to 
Spain, and it is now regarded as an inte- 
gral part of Spain — though it is in fact a 
tiny enclave surrounded by Morocco and 
the sea. With its old forts, its harbour 
and its Iberian architecture, it gives an 


impression of a less crowded, less shabby | 


version of Macau. 

Almost everywhere except Macau, 
Portuguese colonialism petered out as a 
kind of bad joke — a la Timor. Its hey- 
day had been in times when Europeans 


had rather limited trading goals. It never | 


adjusted to later drives to "civilise" its 
subjects, plant plants and build railways. 
In Africa particularly it staggered on as a 
caricature. As recently as 10 years ago, 
visitors to Mozambique were greeted 
with huge signs — also found on the 
backs of matchboxes — Acqui tamben e 
Portugal — Here you are in Portugal. 
The vast interior of Africa, barely 
touched by 400 years of Portuguese pre- 
sence, had no connection with Lusita- 
nian culture. 

Yet if Portugal found it hard to pro- 
gress inland from the elegant ports of 
Lourenco Marques (now Maputo) or 


Beira, another produce of Portugal was 
and still is evident everywhere in 
Africa — Goans. Traders, technicians, 
clerks, they formed — especially in east — 
Africa — a link between Asia and Af- 
rica, Asia and Europe and between 
British and Portugese imperialism. 
The Asian countries on which the Por- 
tuguese left a mark have only hazy ideas 
why, how and where Lusitania went 
east. (The western expansion — Brazil 
— was more lasting.) But whether it is 
Goans, Macanese, Sri Lankans or 
Malaysians — either directly or via Sri 
Lanka and India — Portugal lives on at 
least in name — Pereira, Fernandez, 
Gomez, Rodriguez and da Silva. 
Tam not a total fan of modern Macau. _ 
For a start, it treats its lifeblood — 


tourists — like cattle, subjecting them to | 


endless queues, hideous disorganisation 
at scruffy, overcrowded ferry terminals _ 
and all the incompetence, arrogance and _ 
general rip-offs that monopolies hand | 
out. It has taxi-drivers as rude and thiev- 
ing as any in the world — many of whom 
pretend not to understand Cantonese, 
let alone English and never, ever Por- 
tuguese. At its worst, it isa microcosm of 
Hongkong at its worst — rampant greed, 
noise, squalor and rudeness. But it still 
has style. And not just in the old architec- - | 
ture. Its finest restaurant — Pinocchio's — 
boasts neither colonial charm, Chinese 


extravagance nor modern kitsch. It is | 


found in an oversized corrugated iron 
shed behind a fireworks factory on the is- 
land of Taipa. The only decoration on its - 
walls is.a poster warning of cholera! 


Then among all the Macau tackiness, 
there is a new hotel of charm and origi- 
nality, the Pousada de Santiago. Built on 
the cliffside behind the walls of an old 
fort it has only 30 rooms. Although it is 


expensive, its small size suggests that it 
may never make money. Well, that is 
Macau, where it is mostly only the visi- 
tors who want instant gain. 





Malay writers beginning with the famous 
Munshi Abdullah, who drew attention in 
his 1849 autobiography, Hikayat Abdul- 
lah to the encroachment on Malay 
economic preserves. Other Malay writers, 
journalists and academics raised the prob- 
lem of Malay involvement in the modern 
sector of the economy in the intervening 
period but it was The Malay Dilemma that 
proved to be the most important piece of 
polemical writing. Mahathir's view was 

arshly stated and, in his own words, was 
not "calculated to endear the writer to any 
particular section of Malaysians. Indeed it 
is most likely to cause despondency 
among some, and severe resentment 
among most others." 


Мег» prescription when he wrote 
the book was straightforward: *The 
Malay dilemma is whether they should be 
trying to help themselves in order that 
` they should be proud to be poor citizens of 
à prosperous country or whether they 
should try to get at some of the riches that 
this country boasts of, even if it blurs the 
economic picture a little." The book was 
banned for more than a decade until 
Mahathir became prime minister. 

The growth of Chinese business houses 
was dramatic even during the colonial era, 
a phenomenon buttressed not only by 
Chinese entrepreneurial acumen in a 
foreign land where there was no natural or 
inherited status available to them, but also 
by the colonial power, which needed the 
Chinese entrepreneurial skills to promote 
its own interests. The Malay elite was 
bound by the need to maintain its own cul- 
tural continuity hitched to the gave 
feudal tax-gathering hierarchies whic 
made entrepreneurship not only inconve- 
nient but even repugnant. 

Chinese traders were thus in many ways 
functioning in a cultural vacuum of their 
own choosing, with trade providing both 
motivation and spiritual sanctuary in an 
unfamiliar environment. 

The assault on the Chinese economic 
fortresses came only after a dozen years of 
independence, years in which the Chinese 
had further consolidated their position. 

‘The riots of May 1969 were a watershed 
because, as Mahathir put it, the Malays 
saw their political dominance threatened 
because the Chinese who had thus far held 
the economic levers of power, had 
touched the political levers as well. In 
1969 they captured the state of Penang 
and half the seats in the important state of 
Selangor. 

Kee Yong Wee, a leader of the Malay- 
sian Chinese Association said: "The 
Chinese accepted a smaller political role 
[at the time of independence]. It was the 
general understanding that the Chinese 
would excel in the major economic role." 
Kee did not even refer to the compact as 
such, but his understanding like those of 
his compatriots was enunciated in ways 
that demonstrated aquiesence and it was 
this aquiesence that the Malays saw as a 
contractual obligation. The 1969 Kuala 
Lumpur riots occurred because the 
Malays felt that the contract had been 
broken. — K. DAS 


The big chiefs bicker while 
their flock stands divided 


Kuala Lumpur: The three headlines came 
on the same day and spelled out a message 
of continuing upheaval within the three 
Malaysian Chinese political parties. 


"Now Kit Siang resigns," said one. The. 


second read: “No-confidence vote against 
Keng Yaik." The third added: *Poser over 
deputy MCA president's post." 

The three Chinese parties — Gerakan, 
Democratic Action Party (DAP) and the 
Malaysian Chinese Association (MCA) 
all faced a leadership crisis four months 
after the April general election in which 
the Chinese in Malaysia helped renew the 
mandate of the ruling National Front led 
by Prime Minister Datuk Seri Mahathir 
Mohamad's United Malays National Or- 
ganisation. The chief beneficiary among 


the Chinese parties was the MCA, a com- 
ponent of the National Front coalition, 
but it was no more immune than the other 
two in the struggle for power within its 
own ranks. 

The MCA s problem is that deputy pre- 
sident Datuk Richard Ho, the former 
labour minister who was not nominated by 
the party to contest the last general elec- 
tion, quit his party post at the beginning 
of August. The deputy presidency has a 
three-year term, The party has the option 
of allowing the president to appoint a suc- 
cessor or to call for a mid-term election 
that must be approved by the party assem- 
bly which opens on October 3. 

A battle for the deputy presidency now 
could mean a six-sided contest among 
party secretary-general and Minister for 
Health Tan Sri Chong Hon Nyan, Hous- 
ing and Local Government Minister Da- 
tuk Neo Yee Pan, Federal Territory MCA 


chief Datuk Tan Koon Swan, MCA youth 
chief Datuk Lee Kim Sai, Deputy Trade 
Minister Liew Sip Hon and Minister for 
Labour Datuk Mak Hon Kam. 

MCA president Lee San Choon's prob- 
lem is that whoever he backs he stands to 
lose. His prestige today is at its peak be- 
cause of the MCA’s success in the April 
elections, in which his party won 85% of 
the seats it contested. Bickering in the top 
echelons of the party will damage his posi- 
tion not only within the community but 
also in the eyes of the National Front 
leadership. 

The squabbles within Gerakan, another 
National Front component, are no less 
disturbing for that party, which has de- 
clined in importance since it surged to 

power in 1969, capturing Penang 
state. The no-confidence vote against 
Gerakan president Lim Keng Yaik 
came from the Johor branch, which 
communicated its resolution to party 
secretary-general Datuk Teh Ewe 
Lim and party adviser and former pre- 
sident Lim Chong Eu. 

Although the vote involved only 
Lim Keng Yaik’s secondary position 
as a state chairman for Johor, the de- 
mand for an extraordinary general 
meeting on the resolution will affect 
his position as party leader in the long 
run. Those who voted against the 
Gerakan chief claimed that they were 
unhappy with what they called the dic- 
tatorial manner in which he ran party 
affairs. This may seema storm in a tea- 
cup but it does indicate an apparent in- 
ability to keep party affairs secret, as 
did the row over the resignation or 
DAP secretary-general Lim Kit Siang 
as chairman of his party's interim com- 
mittee in Perak state. 

He had taken the job as interim 
chairman when the incumbent, Lim 
Cho Hock, quit his post following the 
poor showing of the DAP in the gen- 
eral election. Lim Kit Siang took the 

decision to quit when Lim Cho Hock res- 
igned his other jobs as national vice-chair- 
man of the party and member of the cen- 
tral executive committee on August 22. 
Lim Cho Hock announced that the com- 
mittee was weak and indecisive and 
claimed the party was harbouring traitors 
who were conducting what he called a vic- 
ious and sinister campaign against some of 
the party leaders. 

Lim Kit Siang himself did not specify 


| any reasons for resigning his interim post 


but countered: “The proper place for 
party problems to be discussed is within 
the party at its national congress meeting 
in October." But that is little comfort for 
the Chinese voter, to whom the same 
politicians have constantly appealed over 
the years for unity in the community. 
/—K. DAS 
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Chinese musele while the nominally multi- 
racial. Gerakan’ party: was ;wooing the 
Chinese «voters in. Penang where they. 
formed the. majority: 
Faced. with: thi 





hinese upsurge, the 
education ministe hdrew his plans to 
limit overseas education to students with 
Cambridge certificates: The government 
also gave the Merdeka University a li- 
cence on May 8, 1969 — two days before 
the general election. But the Chinese vot- 
ers were not.persuaded by these moves: 
` They voted for the DAP, which won 13 
seats, and.for another new party, Gera- 
kan, which captured. Penang state, giving 
the Chinese the impression that they had 
“arrived” politically.. However, as the 
Chinese were celebrating victory, the riots 
of May 13, 1969. broke out. Parliament 
was suspended — and the National Oper- 
ations: Council, which. ruled by decree, 
passed, among other things, the Univer- | 
sities and University Colleges Ordinance, 
which stopped the Merdeka: University 
‘campaign’ in its tracks. The ordinance, 
: which became ап act of parliament in. 
1971, made it impossible to start a private 
university because the new law stipulated 
that all universities would be funded by 
the government. 
It was not until 1974 that the Chinese’ 
guilds. and associations Rp revived the 





The mysterious compact to 
put the Malays in business 


Kuala Lumpur: One of the secret agree- 
ments which laid the foundation for the 
emergence of Malaya as an independent 
nation was the so-called. Merdeka com- 
pact, an agreement which remains so 
shrouded in mystery that its very existence 
is still seriously doubted by many scholars 
and political analysts. Nevertheless, the 
contents of the alleged. agreement are 
quoted whenever this suits the needs of a 
partisan politician. The heart of the com- 
pact — according to these public state- 
ments — was: an agreement between 
Chinese and. Malay. leaders in the early 
1950s that in exchange for the enfranchis- 
ment of some 1 million stateless Chinese, 
the Chinese. community with its pre-emi- 
nent position in commerce and industry, 
would help Malays go into business. 
Because the agreement was never made 
public, по. опе was sure how this nebulous 
proposal was going:to be translated into 
practice. What is certain is that after inde- 
pendence in 1957 a large number of mig- 









rant Chinese gained citizenship in Malaya. | 








It was also true that the Chinese were do- 


minant in business: there were 120,000 


Chinese: in sales-related occupations ‘and 






and managers 


- Malays National Organisation who were 


29,000 Malays; 35, 000 hinese owners 


here were 4,009 Chinese students i it 
versities in the country against 3,237 - 
Malays — 49.2% Chinese against 39.7% 
Malays, the remaining being Indians and 
other races. But in the New Economic Po- 
licy period beginning in 1971, the Malay 
intake grew so fast that by 1974 the figures 
were 58.6% Malays against. 34.8% 
Chinese. 


he Chinese protests notwithstanding, 

the gap increased so dramatically that 
by 1977.there were 69.3% Malays against 
25.5% Chinese in universities. In 1978 the 
protests became more serious when the 
then education minister, Datuk Musa 
Hitam, announced that the application for 
the Merdeka University charter had been 
rejected by the king. Representatives of 
guilds and associations from all over the 
country prepared to converge on Kuala 
Lumpur to holda mass meeting. The ten- 
sion, heightened by the plans for the meet- 
ing in Kuala Lumpur, was not helped by 
the.more vocal ópportunists in the United 


talking about countering the Chinese pro- | 
test with one of their own. 

In the event, the home minister banned 
the meeting and police turned away bus- 
loads of Chinese before they converged on 





the city. But the point was made. The gov- 


There were 48,000 Chinese shop assis- 


tants to just 5,000 Malays and 36,000 


Chinese hawkers but only 9,000 Malays. 
In big business, the contrast was even 
more dramatic: there were 14,000 Chinese 
directors, managers and owners com- 
pared with 1,300 Malays. There were 
more than 10,000 Chinese contraetors but 
fewer than 1,000 Malays. 

Datuk Seri Mahathir Mohamad, (now 
prime minister but then an expelled rebel 
from his own party) in his now.celebrated 
book The Malay Dilemma, wrote of the 
early 1950s: “Efforts were made by the 
Commissioner-General for Southeast 
Asia to bring the two races together 
through the Communities Liaison Com- 
mittee, but though the leaders were per- 
suaded, the rank and file remained stub- 
born. 

"The Malays were not going to give way 
despite talks of Sino-Malay brotherhood. 
They knew too well the economic 
stranglehold the Chinese held in Malaya. 
They reasoned that if to this was added 





| was a strong Chinese trait.” 


political. power, the Malays would be 
completely helpless and at the mercy of 
the.Chinese. They had no reason to be- - 
lieve that understanding and sympathy. 







of protest from the Chine sea 
as the Malays. 
There was їо Бе a mere 298i inerea 
non-Malay university students: annu 
until the. proportions stabilised 
Malays.and 44% non-Malays in 
sities, a figure that would approxim: 
with the ethnic mix of the country 
So. the Merdeka University cam 
continued, with the DAP suppo 
vociferously. The government's 
partners, the MCA and Gera 
embarrassed as they had not o } 
against the university in; ра men nt 
also to Lage themseives {сер 



































































ollar workers! was "becoming i inc 
obvious. с E 
By the early 1980s. it appeared th 
teaching of the Chinese -langua 
continue only as long as the Chi 
munity would pay for its priva 
schools. For many guilds and lan as: 
tions, maintaining the schools is 
of honour, but whether or not futur 
erations will persevere.in that tradit 
difficult to forecast. : 
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FROM THE PRESIDENT 


We Alleviate 
Poverty and 
Help the Poor 


t is important to stress at the very outset that a key and 
I aim of the World Bank is the alleviation of 

poverty. Our objective in any developing country is pre- 
cisely that: to help the country to accelerate its economic 
growth and to reduce its level of domestic poverty by en- 
hancing the productivity of its poor and making possible a 
better standard of living for all its people. 

The function of the World Bankis to provide financial and 
technical assistance to stimulate growth and productivity in 
our developing member countries. In fulfilling that function, 
the Bank performs a unique and critically important interna- 
tional role — the role of financial intermediary serving the 
interests of the industrial as well as the developing countries. 
The Bank recognises that the interests of its two constituen- 
cies — the borrowing and the lending countries — are 
mutually reinforcing. Neither can prosper fully without the 
other. Partnership between developed and developing 
countries is the key to the role of the World Bank. 

Since its inception in 1945, the World Bank has become 
the largest single source of multilateral assistance to de- 
veloping countries. The Bank is unique in its security and 
strength and in its purpose and programme. It is a sound 
and prudent bank. But it is more than, and different from, a 
commercial bank. The World Bank is an international deve- 
lopment institution, with most of the world's governments 
as its shareholders. It is ideologically neutral and its primary 
concern is promoting the most efficient and most productive 
use of scarce resources for development. 

The record of the World Bank over the past 35 years is 
impressive. The performance of countries in Asia clearly 
shows that economic development is working. Per capita in- 
comes have increased; food production has risen; life ex- 
pectancy at birth has improved; and more children are in 
school. The bulk of the credit for the achievement should go 
to the developing countries themselves. But assistance from 
the Bank — officially known as the International Bank for 
Reconstruction and Development (IBRD) — and its af- 
filiates, the International Development Association (IDA) 
and the International Finance Corporation (IFC), has 
played a crucial role. 

The World Bank and IDA have provided over US$92 bil- 
lion for more than 3,000 projects throughout the world. The 
World Bank is geared towards assisting priority develop- 
ment projects in key sectors of the economy including ag- 
riculture, energy, industry, transportation and education. 

Together with IDA, its concessional-loan affiliate, IBRD 
has contributed to the successful development of its 
member countries. Several countries have graduated from 
Bank borrowing and have become integral and vital par- 
ticipants in the international economic system. Japan, for 
example, once a Bank borrower, graduated from the Bank 
in the mid-1960's and is now one of its major shareholders 
and a major contributor to the Bank's resources for 
economic development. 
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А W. (Tom) Clausen became President of the World Bank 
e — owned and governed by 141 member nations — on 
July 1, 1981 after serving 32 years with Bank of America and 
BankAmerica Corp., the last 11 years as president and chief 
executive officer of both institutions. Bank of America is the 
largest commercial bank in the world with branches and sub- 
sidiaries in more than 100 countries 


IDA has been a major channel of concessionary assist- 
ance to low-income developing countries unable to borrow 
on Bank terms. It has also helped to broaden burden-shar- 
ing among donor countries. Many countries have graduated 
from IDA borrowing to IBRD: Korea, Indonesia and Thai- 
land are just a few examples. Korea, once an IDA borrower, 
is now contributing to IDA funds out of its own resources. 
Approximately 95% of all IDA resources go to the poorest of 
poor countries, Clearly, its role in the development process 
is a critical one. 

IBRD obtains its funds from private capital markets — 
where it maintains an excellent credit rating — and lends to 
developing countries on the basis of sound economic 
criteria. The Bank has never had a default on any of its 
loans. It has a firm policy against any participation in re- 
schedulings. The Bank has never suffered a loss on its loans: 
it has turned in a profit every year since 1948. 

The Bank realises that there is vast potential for sustain- 
able growth worldwide. Growth in the developing world 
means expanded markets and increased opportunities for 
investment for the developed countries. The process of 
development, in the 1980's more than ever, is a two-way 
street which will benefit both rich and poor. Above all, the 
global situation, should be viewed in terms of a plus-sum 
game, one in which everybody gains . . . nobody loses. 

Alleviation of poverty, however, is still a formidable goal. 
In order to achieve that goal, there must be an increase, in 
real terms, of assistance to the poorest countries in the years 
ahead. More resources must be channelled if we are to at- 
tain any kind of sustainable growth. The deterioration in 
world economic conditions in recent years, however, has li- 
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mited the flow of resources just at a time when the poorest 
countries desperately need more concessional assistance. In 
addition, there has been the very real threat of cutbacks in 
capital flows and sizeable reductions in contributions to IDA. 
The results may have a crippling effect on the development 
prospects of the poorest countries. 

If progress in development, especially in the poorer coun- 
tries, is to continue, then external capital available on such 
concessionary terms must continue to be provided. The 
Bank is evolving new and innovative ways to assist poorer 
countries. Foremost, the World Bank will encourage in- 
creased involvement of the private sector in investment in 
developing countries. The Bank is initiating steps to attract 
more commercial funds to developing countries through co- 
financing. The Bank is evolving programmes designed to 
make participation in development financing even more at- 
tractive for commercial banks. It is also working on a pro- 
posal for a multilateral investment insurance scheme. This 
proposal, if it can be successfuly established, can be impor- 
tant for attracting private investment to developing member 
countries. An expansion of IFC and replenishment of IDA 
resources are also designed to increase the flow of resources 
for development. 

In this era of global austerity, however, the Bank is adopt- 
ing other measures in order to raise the money it needs and 
to protect and preserve the financial strength which is so crit- 
ical to its operations. The Bank has recently instituted new 
policies of variable-rate and short-term borrowing practices 
and variable-rate lending policies. 

The World Bank is first and foremost a development 
agency. Its mission is clear: to do all it can to alleviate pov- 
erty and to assist poor nations to manage their economies 
better through the establishment of policies conducive to 
economic growth and development. 


Neon 


A. W. CLAUSEN 
President 


JAPAN AND ASIA 


Tokyo's 
emphasis 
on the 
neighbours 


By Saburo Okita 


apan's development assistance has come to play a 
J significant role in promoting economic development in 

the developing countries — especially those in Asia — 
as Japan has grown into a major economic power. For 
example, 72.4% of Japan's bilateral Official Development 
Assistance (ODA) in 1981 went to Asian countries. This 
amounted to US$1.637 billion while total bilateral ODA was 
US$2.26 billion. The share of the five Asean nations was 
about 35.4% of the total. (In contrast, Africa and Latin 
America received 14.0% and 7.8% of Japan's bilateral as- 
sistance respectively, with the remainder going to Europe, 
Oceania, etc.) The five largest recipients of bilateral ODA 
were: Indonesia, Republic of Korea, Thailand, the Philip- 
pines and Bangladesh — all countries in Asia. Geographic 
proximity is undoubtedly one of the important factors deter- 
mining the distribution of aid. Therefore, the emphasis 
Japan places on her Asian neighbours is quite natural and 
similar to the emphasis Europe places on Africa and the US 
puts on Latin America and the Caribbean region. In this re- 
spect, one is reminded that Prime Minister Zenko Suzuki's 
first official overseas visit as prime minister was to the five 
Asean nations, a choice which attests to the importance 
Japan attaches to its relations with Asia. 

In many of Japan's Asian neighbours, economic develop- 
ment has taken place relatively successfully. This is one of 
the reasons the terms of Japan's ODA are somewhat harder 
than those of the other Development Assistance Board 
(DAC) member nations. For example, in 1981 the grant ele- 
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ment was 75.3% compared to 
the DAC average of 89.2%. Re- 
cently the Japanese govern- 
ment has been making con- 
scious efforts to increase this 
grant element, as well as the 
share of grants in ODA. 

Turning to the recent per- 
formance of Japan's develop- 
ment assistance we notice that 
in 1981 bilateral grants in- 
creased 24.2% over the pre- 
vious fiscal years level and 
reached US$810 million, while 
bilateral loans also increased 
10.8% to US$1.45 billion. Bilat- 
eral ODA as a whole, therefore, 
increased 15.3% to US$2.26 
billion. However, ODA chan- 
nelled through international or- 
ganisations including the World 
Bank group declined 32.3% to 
US$909 million and as a result 
total ODA decreased 4.1% 
compared to 1980. Total ODA 
was US$3.17 billion in 1981 as 
against US$3.304 billion in 
1980. Similarly, the ODA/GNP 
ratio fell from 0.32% in 1980 to 
0.28% in 1981. The result was 
disappointing, especially since 
1981 was the first year of 
Japan's so-called second Five-Year ODA-Doubling plan. 

Let me briefly describe Japan’s two ODA-doubling plans 
which play a key role in Japan's aid policy. In 1977, (then) 
prime minister Takeo Fukuda announced Japan's intention 
to double the annual level of ODA in three years; that is, the 
1980 level was to be twice that of 1977. After the successful 
completion of this first ODA-doubling plan, Suzuki made an 
international pledge in early 1981 to launch another ODA- 
doubling plan. This current plan aims at more than doubling 
the total amount of ODA in the coming five years (1981-85) 
compared to the cumulative amount of ODA in the past five 
fiscal years which had totalled US$10.68 billion. Thus, in 
light of the prime minister's international pledge, one can 
say that last year’s ODA performance was rather unsatisfac- 
tory. However, we should also note that this decline is large- 
ly attributable to the drop in contributions to international 
organisations, mainly contributions to the International 
Development Association (IDA), the soft-loan window of 
the World Bank; the US decision to reduce contributions to 
multilateral institutions has affected Japanese contributions 
as well because donor nations had earlier agreed on a 
"proportionality principle" whereby the relative shares of 
these nations were fixed. Prime Minister Suzuki said, how- 
ever, in a recent Diet session that despite last year's poor 
performance the doubling of ODA in five years will certainly 
take place; therefore the international community can be as- 
sured that Japan's policy of increasing ODA and the high 
priority the nation attaches to development assistance re- 
main basically unchanged. 

In administering economic assistance, Japan has em- 
phasised the following four areas: 

e increased food production; 

e energy development; 

e promotion of small- and medium-scale industries; 

e human resources development. 


In general, aid to basic infra- 
structure has been considered 
2 important Japan's bilateral 
ODA consists of soft loans made 
through the Overseas 
Economic Cooperation Fund 
(OECF), grants and technical 
assistance undertaken by the 
Ministry of Foreign Affairs and 
the Japan International Coope- 
ration Agency (JICA). Aside 
from government aid, there is 
also a considerable amount of 
private capital flowing into de- 
veloping countries to promote 
industries and establish joint 
ventures. In 1981, such private 
flows reached US$6.011 billion 
of which US$2.426 billion was 
direct investment. 
Thus, for nations in Southeast 
Asia and East Asia where 
economic development is in a 
relatively advanced stage, funds 
for development are provided 
through a mix of sources with 
different terms — ODA, the Ex- 
port-Import Bank loans and pri- 
vate loans. Tapping the various 
sources of funds will lead to an 
increase in available capital; en- 
suring that the mix is approp- 
riate to each recipient nation's stage of development is of 
considerable importance in implementing aid and in 
facilitating the region's development process. 

Let me say a word on China, a large and important neigh- 
bour of Japan. China has so far received about #50-60 bil- 
lion (US$193-232 million) in ODA from Japan each year. 
The funds are used for projects to construct and improve the 
nation's railroads and ports. These projects will enable natu- 
ral resources from inland (coal, etc.) to be shipped to the 
ports and then from the ports to other parts of the country 
and abroad. Disbursements of loans to China have been de- 
layed in the past but are expected to increase rapidly in 
years to come. 

In future, in order to assure efficiency in its aid policy, 
Japan should continue to cooperate extensively with mul- 
tilateral development institutions like the World Bank and 
the Asian Development Bank while maintaining its own via- 
ble bilateral aid programmes. In this respect, | am sure the 
World Bank/International Monetary Fund's Annual Meet- 
ings in Toronto will provide a useful forum for the parties in- 
volved to exchange views, share each other's ences 
and strengthen the close and cooperative relationship which 
exists between Japan and these multilateral development 
institutions. To note the stage of development and the indi- 
vidual requests for funds of each recipient nation is essential 
if Japan's aid is to be effective. 

With these points taken into account, Japan — itself an 
Asian nation whose experience in transforming itself into a 
developed nation should have bequeathed it various les- 
sons to offer others — can make further important contribu- 
tions to the economic development of its Asian neighbours 
and thus to the welfare of their peoples. This, in turn, will no 
doubt be a boon to Japan itself in this age of increased inter- 
dependence when nations’ economic activities have be- 
come more closely linked to each other than ever. Ф 
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loans for countries in Africa, Asia 
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international banks involved in the 
syndications, as well as providing funds 
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strength in international syndicated 
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THE BANK'S ROLE IN ASIA 


Project- and Sector- Lendina 
Will Take the Main Share 


By S. Shahid Husain 
Regional Vice-President 


or nearly two de- 

cades East Asia has 

been the most 
rapidly growing part of the 
world. There has been im- 
pressive progress in 
human and social deve- 
lopment andin the partici- 
pation of a large segment 
of the population in the 


availability and nutritional 

standards have improved, life expectancy has increased 
and educational opportunities have multiplied. The deve- 
lopment effort of the countries has been the result of the de- 
termination, organisation and management of the countries 
themselves. External lenders, including the World Bank, 
have also made an important contribution. 

East Asian countries are now at an important crossroads. 
They need to adapt to a difficult economic environment by 
improving the efficiency of resources, mobilising further 
their domestic resources and reducing their dependence on 
imported energy. The process of adjustment has begun and 
the World Bank is contributing to this effort. In mobilising 
external resources for the future, East Asian countries will 
need to continue heavy reliance on private funds. The 
Bank's role will increasingly be one of stimulating develop- 
ment and change and facilitating the mobilisation of other 
external funds. 

The five countries in the region which are major borrow- 
ers from the World Bank — Indonesia, Korea, Malaysia, the 
Philippines and Thailand — have not only registered im- 
pressive growth in GNP per capita but also have had sub- 
stantial success in structural transformation of their 
economies, human resource development and institutional 
development. These countries have also increased food 
supplies and reduced malnutrition and poverty. GNP per 
capita in Korea expanded at an average annual rate of 796 
during 1960-79 and the growth was broadly similar in Sin- 
gapore and Hongkong, being among the highest of the de- 
veloping countries. Thailand, Malaysia and Indonesia 
showed per capita GNP growth during the same period of 
4% or more per annum. Among the developing economies 
with a population of over 10 million, only Yugoslavia, Brazil, 
Spain and oil-exporting Iraq exceeded their performance. 

Structural change, as measured by a rise in the share of 
industry has also been quite rapid. In Korea and the Philip- 
pines manufacturing already exceeds agriculture and will do 
so in Thailand and Malaysia by 1990, if the present trends 
continue. However, agriculture performance has also been 
uniformly outstanding. In the five countries, the average an- 
nual agricultural growth has been well above 4% per annum 
during the 1970s. Malaysia and Thailand have nearly tre- 


bled their agricultural output over the past two decades. 
Their success in agriculture and food supply per capita has 
not received due attention. 

Few large countries have matched this record. For exam- 
ple, it took Japan 40 years between 1880-1919 to double its 
agricultural output — an annual growth of 2.5%. Rapid 
growth of foreign trade has been another key element in 
structural change and important in sustaining rapid growth. 
In all large market economies of East Asia, the ratio of ex- 
ports to GDP has risen significantly, most dramatically in 
Korea. Growth of labour-intensive manufacturing exports 
has been increasingly important in creating jobs and earning 
foreign exchange at a low cost. These economies are now 
more open than either an average middle-income country 
or a typical industrial market economy. 


EXPORT DEPENDENCE 


Progress in increasing food supply and meeting basic 
needs of nutrition, education and health has also been con- 
siderable and is reflected in a sharp decline in the incidence 
of absolute poverty, as well asin significant improvements in 
adult literacy and life expectancy. Compared to the 1960s 
Korea has achieved the most dramatic decline in poverty 
but there has also been significant reduction in Thailand and 
Malaysia. Life expectancy has increased faster in East Asian 
than in other comparable countries; in Malaysia and Korea it 
now exceeds all comparable countries with the exception of 
Yugoslavia. 

This good record of economic and social progress can be 
attributed to a number of factors. These include a generally 
strong commitment to development, massive increase in 
savings and investment, high priority to agriculture and ex- 
port, rapid expansion of world trade and capital flows and, 
last but not least, pragmatic economic management and 
sound economic policies. These have operated in varying 
degrees in individual countries and consequently there have 
been significant differences among them in the efficiency of 
resources, growth of per capita consumption and distribu- 
tion of benefits of arowth. But with this diversity all have 
more in common among themselves than with most other 
developing countries in the success of their economic man- 
agement. 

Notwithstanding their record of export growth, major 
East Asian borrowers of the Bank now face current account 
deficits in the balance of payments ranging from 6-8% of 
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. lfyourein 
agri or agro,were bound 
to meet one day 


By providing 90% of US$ 360 billion and 36,000 So if you're in agri or 


all loans to the Dutch agri- offices, helps broaden agro, we're bound to meet 
cultural sector, Rabobank Rabobank’s scope con- one day. And when we meet 
is the largest source of credit siderably. we'd like to help. 


to the domestic green 
sector. And plays a key role 
in agribusiness finance. 

Of all Dutch exports 259/o 
consist of agricultural 
products. The importance 
of agribusiness for Dutch 
foreign trade gives Rabo- 
bank an extensive and 
up-to-date knowledge of 
international trade finance. 


With total assets of 
more than 110 billion Dutch 
guilders (approx. US $ 45 
billion) Rabobank ranks 
among the 50 largest banks 
in the world. 





Membership in the 

1 1 1 Rijksmuseum, 
Unico Banking Group, ın Rembrandt country is Rabobank country. The country where traditions 
which 6 major European of excellence continue to flourish. 
co-operative banks work 


together with total assets Of Rabobank Nederland, International Division, Catharijnesingel 30, 
3511 GB Utrecht, the Netherlands. Telex 40200. 
Branch Office New York, 245 Park Avenue, New York, NY 10167, 
United States of America. Telex 424337. 
Representative Office Frankfurt, Friedrich-Ebert-Anlage 2-14, 
D-6000 Frankfurt am Main 1, West Germany. Telex 413873. 


Rabobank 


Rembrandt country is Rabobank country 
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It's a fact. Sound international 
finance and some of the finest things 
in life age for instance, this 
priceless object) 

go hand in hand. 


And no one appreciates this more 


than us at ALBAAB, 


your personal bankers. 


ALBAAB: 


Authorised capital 
US$200,000,000 
Paid up capital US$ 75,000,000 


twoof the 
finer things 
in life... 
pare 





SHAREHOLDERS: 
Governments 

Ministry of Finance, Kuwait 
Central Bank, Egypt 
Central Bank, Algeria 
Ministry of Finance, Jordan 
Ministry of Finance, Qatar 


Financial Institutions 
Arab African International Bank 


Arab Multi-National Finance Co. 


Bank Al Jazera, Saudi Arabia 
Rafidain Bank, Iraq 


SERVICES: 

* Investment Banking 

* Corporate Finance 

* Project Finance 

T Full Range Commercial Banking 
* Treasury and Foreign Exchange 
* Financial Advisory Services 
Fund Management, and Personal 
Banking Investment Services. 


ALBAAB: 


Your financial gateway to the 
Middle East and beyond. 


Your Corporate Bank 


ОСО 


al bahrain arab african bank (e.c.) 


P.O. Box 20488, Manama, Bahrain, Telephone: 230491, 230492 
Telex: 9380 and 9381 ALBAAB BN, 9382 and 9383 BAABFX BN 


Like the ا‎ Page of today this pres ьа 
silver coin bears rm yt an ancient 1: 

pwd (c.1 5th C. — her, 

from the private tion Да Mr Rashid Al Oraifi 
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Texas sets records in energy production. 





And that strengthens our financial record. 


Texas has been the mainstay 
of U.S. energy production 
since the 1900s. For 1980 
alone, the State of Texas pro- 
duced 31.1% of the nation’s 
crude oil and 35.5% of the 
. nation’s natural gas. 

Strength in drilling activity 
also continued. In 1980, both 
-the U.S. and Texas broke drill- 
ing records set in the mid 1950s. 
Texas was the site for 19,700 
new wells; almost one-third 

of all the wells drilled in the 
entire country. 

The record setting pace 
should continue. 

Besides leading the nation in 
proven reserves of natural gas, 
natural gas liquids and hydro- 
carbons, Texas shows potential 
for new discoveries as well. 

In 1979, the Petroleum 
Information Corporation re- 
ported that three of the state’s 
geologic areas were the top 
areas in the U.S. for new field 
exploratory wells. 

With 13 of the top 50 re- 
fineries located in Texas, the 

` state accounts for 28.3% of the 
country's refining capacity. 





And, as a home base for many 
energy companies, Texas 
promises to play an equally 
impressive role in developing 
and implementing new energy 
sources in the future. 

In addition to all this, Texas 
also produces all the graphite 
and magnesium in the country, 
supplies over one-half of the 
country's sulfur and ranks 
second nationwide in cement 
production. 

In fact, over $1.4 billion 
worth of metallic and non- 
metallic minerals were mined 
in Texas in 1979. And with the 
state's strong mineral resource 
base, the mineral industries 
promise to be even bigger 
producers in the 1980s. 

Other minerals are big 
producers. 

Even if you exclude oil and 
gas, Texas’ mineral resource 
base is exceptionally strong. In 
1979, Texas ranked 10th in the 
nation in coal production and 
third in production of yellow- 
cake from uranium deposits. 
And these two fuel minerals 
are becoming increasingly 
important as supplements to 
traditional oil and gas resources. 


m RSTCITY. 


First City National Bank of Houston 


We have an energy stronghold. 

First City National Bank of 
Houston is the largest financial 
institution in the largest city in 
Texas. In times of growing ener- 
gy demands, our dominance in 
this energy capital places us 
right in the middle of the action. 

We're the lead bank of First 
City Bancorporation of Texas, 

a statewide bank holding com- 
pany of more than 50 members 
which has total assets of more 
than $14 billion and deposits of 
more than $10 billion. Of these 
deposits, over 6096 were contri- 
buted by First City National 
Bank of Houston. 

We've played an important 
role in the growth of Texas' pe- 
troleum and mining industries. 
And we're in a strong position 
to capitalize on their future 
expansion, as well as on the 
development of manufactur- 
ing, construction, agriculture, 
transportation and commerce. 
At First City, we know we have 
what it takes to participate in 
all the areas that contribute 
to the great financial state 
of Texas. 





Member First City Bancorporation of Texas, Inc., a bank holding company with more than 50 member banks throughout Texas. 


MAIN OFFICE (International Division), 1001 Fannin, P. O. Box 2557, Houston, Texas 77002, Telephone: (713) 658-6670, 


Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President; 


LONDON BRANCH, 99 Bishopsgate, 20th Floor, London EC2M 3XD, Telephone: (441) 628-2491, Telex: 885535, 
Incorporated with limited liability in the U.S.A., J. Pat Parsons, Senior Vice President and General Manager; 
SINGAPORE BRANCH, 2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telephone: (65) 222-4903, 


Telex: RS 25478, Harry F. Koolen, Jr., Vice President and General Manager; 
FAR EAST REPRESENTATIVE OFFICE, TOKYO, New Tokyo Building, Room 309, 3-1. Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, 
"Telephone: (813) 213-1055/6, Telex: [23759, Naonobu Okuda, Vice President and Senior Representative; 
MIDDLE EAST REPRESENTATIVE OFFICE, BAHRAIN, Manama Center, Suite 505— Section 1, P.O. Box 26622, Manama, State of Bahrain, 
Telephone: (973) 230-979, Telex: BN 8547, Raffi D. Krikorian, Vice President and Representative; 
NASSAU BRANCH, Р. О. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, 
Telex: FIRSTFOREX HOU 775983, Carlos Baez, Senior Vice President 
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GNP. These deficits cannot be sustained and should be nar- 
rowed. Many factors have contributed to present difficulties. 
For major oil importers — Korea, Thailand and the Philip- 
pines — the further doubling of oil prices between 1978-80, 
high interest rates on international lending and stagnation of 
the international economy are the immediate concern. In- 
donesia and Malaysia have been hit hard by a softness in the 
oil market and the sharp reduction in commodity prices. But 
they have also experienced a sharp upward adjustment of 
investment levels and of imports as a response to earlier 
growth in oil revenues. 

The need for structural adjustment to reduce the current 
account deficits to 3-4% of GNP by the mid-late 1980s to 
preserve creditworthiness and to keep external debt-service 
within manageable limits, is there for all countries. How- 
ever, an equally important objective of adjustment pro- 
grammes is to avoid disruption of economic development. 
High growth rates are essential for creating employment op- 
portunities for the labour force, which in the 1980s is ex- 
pected to grow at record rates. This in turn is crucial to con- 
tinued progress in poverty alleviation; the incidence of pov- 
erty is still quite high in Indonesia and the Philippines and 
moderately high in Thailand and Malaysia. 

However, the developing market economies of East Asia 
are, in many ways, in a strong position to face the period of 
adjustment. They have entered the 1980s with a consider- 
able economic momentum. Substantial adjustment has 
taken place in these economies and manufactured exports 
have already emerged in all countries except Indonesia as 
the cutting edge of industrial expansion. Agricultural growth 
has been strong and sizable agricultural investments of the 
past decade will help to sustain the trend. Notwithstanding 
large current account deficits during the 1970s, the burden 
of external debt is not unduly large. 

The burden of sustaining development while reducing 
balance-of-payments deficits and ensuring progress in re- 
ducing poverty will fall mainly on economic management 
and policies. Increased efficiency of economic resources, 
especially investments and energy, will be central to the ef- 
fort. The continued emphasis on labour-intensive manufac- 
tured exports through appropriate policies can help main- 
tain or reduce investment costs of output while contributing 
significantly to balance of payments and employment. Im- 
port substitution in energy is of high priority and the size and 
the share of energy investments will have to grow. How- 


ever, energy conservation will be equally important and it 
should be possible to economise on energy investments 
through appropriate pricing of energy and shifts in patterns 
of investment and consumption towards reduced energy in- 
tensity. 

The World Bank has been an active and important part- 
ner in development in the major East Asian market 
economies. Bank lending to these countries has expanded 
nearly tenfold over the last decade from US$280 million in 
FY 1972 to US$2.6 billion in FY 1982, representing over 
fourfold increase in real terms. Even so, the Bank's con- 
tribution to net inflow of external medium- and long-run 
loans into Indonesia, Korea, Malaysia, the Philippines and 
Thailand has been relatively modest ranging from 10-1595 
during 1977-81. Relying on their generally strong credit- 
worthiness, these countries have met the bulk of their exter- 
nal borrowing requirements from private sources. 

The Bank's catalytic role in mobilising private and other 
public inflows has, however, been important. Its periodic as- 
sessments of the economic trends and prospects in coun- 
tries provide the principal documentation for the aid coordi- 
nation groups which the Bank normally chairs. The conclu- 
sions of aid coordination groups in turn serve as important 
guidelines for the international banking community. 

But, of course, the Bank's role especially in East Asia is 
much broader than the mere transfer of financial resources. 
Through its project and sector lending and economic 
dialogue, the Bank seeks to stimulate growth, structural 
change, poverty alleviation and building of strong develop- 
ment institutions. The increasing concern of the develop- 
ment community with the broad institutional and policy en- 
vironment for economic development is being addressed 
through structural adjustment lending as well. This comple- 
ments the Bank's normal financial and institutional con- 
tribution to specific projects and sectors. 

* Recognising that the problem of poverty is largely a 
rural one, the Bank has increased lending for agriculture 
and rural development in East Asia sharply. At the same 
time the bulk of agriculture lending has been targeted to 
benefit the absolute poor. 

e Agricultural lending, in real terms, almost doubled be- 
tween FY 1972-76 and 1977-81 and its share in total lend- 
ing increased from 26-33%. Agricultural lending in In- 
donesia trebled between the two periods and accounted for 
45% of the total during FY 1977-81. In this respect lending 
for irrigation deserves a special mention. The Bank-fi- 
nanced irrigation projects have been and will remain an im- 
portant factor sustaining high rates of growth of rice produc- 
tion. The Philippines is now self-sufficient in rice, Indonesia 
will approach self-sufficiency during the latter part of the de- 
cade and Thailand is likely to expand its exportable surplus 
markedly by 1990. 

The Bank-financed agricultural projects in the region in- 
itiated during the last decade will, when completed, benefit 
over 5 million families. Of agricultural projects financed dur- 
ing FY 1977-81, over 85% of the beneficiaries were esti- 
mated to be below the poverty line. Not only has the Bank 
assisted in increasing food and agricultural output but it is 
also contributing to alleviating poverty. 

The Bank’s economic and sector studies provide the in- 
tellectual foundation for all other work. Itis critical for engag- 
ing in productive dialogue with the governments. However, 
the economic analyses must be of high quality and of consi- 
derable depth so as to ensure an effective contribution to 
policies and institutions. Including economic work on China 
now, the East Asia Regional Office devotes nearly 60 staff- 
years to examining key economic and sectoral issues in 
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We know the Chinese 
business traditions 


We know the Chinese business traditions. 
And, of course, we know modern banking. 
We extract the merits of these and offer you 
the most sophisticated banking services. 


HANG SENG BANK LTD. 


77 Des Voeux Road Central, Hong Kong 
Telex Nos. 73311, 73323, 75225, 63030 
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US$144 Воо in loans anc 
The Corporation recently reported that despite disa 
pointing worldwide economic conditions and the current 
difficult investment climate in many countries, it has been 
able to expand its operations and expects to do so again in 





-the coming year. 


This expectation would continue the trend established 
four years ago following a major infusion of capital into the 
Corporation. Since that time, IFC has about tripled its an- 
nual commitments to private enterprises in its an 
member countries: | 












IFC Operations in Asia: | 

The largest number of investments in the on (six 
were for capital market ventures including financing for leas- 
ing companies in the Philippines and Indonesia. itz also pro- 
vided US$7 10,000 of equity ‚ out of atotalinitial capi — 
tal of US$2.9 million, to a South Korean company 
which is being set up to commercialise products coming out 
of South Korean technical and research institutions. I 

Two ventures were funded in India which will provide — 
that country with an addi tional 1.5 million tonnes-per-year _ 








-| cement capacity. For the year, IFC helped finance about 3.7 


lion tonnes-pe -ye dditional cement capacity in de- 


D STEERS, 188 a FAR EASTERN ECONOMIC REVIEW 






Total assets: 93.700 million 
Swiss francs (31 12 81) 


Capital and reserves: 


5,300 million Swiss franc 


Head Office: 
Bahnhofstrasse 45, Zurict 
230 offices throughout 
Switzerland 


Worldwide network: 
Europe: London 
Luxembourg, Madrid. 
Monte Carlo, Moscow 
North America: 
New York. Chicago 

s Angeles, San Francise 
Houston, Cayman Is 
Hamilton! Bermuda. 
Montreal Toronto, Calgary 
Latin America: 
Mexico, Panama, Bogotá 
Caracas. Sáo Paulo. 


Rio de Janeiro, Buenos Aires 


Middle East: Abu Dhab 


Bahrain, Beirut. Tehrar 


Far East: Tokyo, Hong Kong. 


5ungapore 
Australia: Melbourne, Sydney 
Africa: Johannesburg 

























"Trade Financing? Definitely UBS." 


Trade must go both ways: this holds 


true for industrial and agricultural 
countries alike 

We make it our business to actively 
assist international trade through a 
worldwide network of offices 


UBS offers a wide range of services 
export financing, documentary 


credits and collections, bank guaran- 


tees and many others 


Cur export promotion office advises 
interested parties, investigates 
problems, introduces potential part- 
ners and coordinates their efforts 


Talk to us and discover for yourself 
how UBS combines the best Swiss 
banking traditions with a creative 
approach to money matters 
International finance IS our business. 
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Іп Kuwait, a blend of style and tradition puts 
The Gulf Bank among the leaders. 


Head Office: 
Mubarak A! Kabir Street, P O. Box: 3200, Safat, Kuwait 
Tel: 449501 (20 lines) Cable: GULFBANK 
elex: Genera! 22001 GULFBANK KT (Correspondent 22783 GULFBK KT 
oreign Exchange Dept: 22015 GULF BANK FX KT 22739 GULFBANK KT 


Representative Office : 
1, College Hill, LONDON EC4R 2RA Tel: 01-248 2843 
Telex: 887688 GULFBK G 
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| Bayerische Vereinsbank 
Interim Figures 1982 








Bayerische Vereinsbank AG Bayerische Vereinsbank AG Bayerische Vereinsbank AG 


Regional Representative (Union Bank of Bavaria) Head Office 

Office London Branch International Division 

3/F St. George's Bldg., Central 40, Moorgate Kardinal-Faulhaber-Strasse 1 
ісе House Street London EC2R 6EL D-8000 München 2 

Hong Kong Telephone (01) 6289066 Telephone (089) 2132-1 
Telephone 5-255258 Telex 889 196 bvig Telex 529921 bvmd 

Telex 64838 bvhkg SWIFT: BVBE DE MM 
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veloping countries, In total, the Corporation estimates that it 

has provided financing for about 15-20% of the total ce- 
ment production capacity in the veloping countries. 

IFC’s investment in Nepal, its first, was for a US$24.9 mil- 

. lion mining and smelting operation which will annually pro- 

duce 50,000 tonnes of dead burnt magnesite to be used in 

making refractory products for industrial furnaces. 

The year’s Asian operations also included investments in 

_ vehicle parts and assembly, paperboard production and 

`: Conversion, palm oil growing and processing and a hotel. 


Tp IFC's Worldwide Operations: 

One: C's important objectives is to help т inves- 
ors overcome economic structural problems which tend to 
distort and restrict the allocation of investment capital. In 
doi this, the Corporation acts as a neutral partner in pro- 
с fin ncing. and technical assistance where 
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Technical Assistance Operations: 
As an international institution, IFC has a broad mandate 
that extends beyond. project fin 


















promote the development of their private sectors, mobilise 
private capital and improve the environment in Which pri- 
vate industry operates. : 

On the realisation that the development process i in many . 
countries is constrained by a lack of financial resources, the 
prime target of much of IFC's technical assistance (as well as 
investments) is directed towards developing capital mar- 
kets. | 
The Corporation provided such assistance to 14 coun- 







curities markets in Sri Lanka, improvements to leasing regu- . 
lation in Indonesia and access to international markets in. 
South Korea. 
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9. When requested, it 
helps member countries design policies and institutions that 


tries during the year, including advice on stimulating se- — 


In addition to capital-markets technical assistance, IFC. 


9 developing countries. | TE 
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Obstacles on the Blue Nile include 
tree-covered islands which forced the 





on to man-handle the dinghies. 


Trailblazer 


p opening up more of the Blue Nile than 
any previous expedition, Captain John 
Blashford-Snell’s party demonstrated the 
qualities needed for successful exploration. 
Leadership. Innovation. Resourcefulness. 

These same qualities are also the key 
to success in international business, where 
the search is always on for new routes to 
finance investment and new ways to meet 
market needs around the world. 

The HongkongBank group, an 
international team, has more than a 
century's experience of opening up new 
territories, and helping its customers 
develop opportunities in international trade 
and investment. 

Intimate knowledge of many markets, 
coupled with an unrivalled communications 
network, gives HongkongBank the edge in 
responding to customer needs effectively 
and speedily. At both local and international 
levels. 

With more than 900 offices in 53 
countries, concentrated in Asia, the Middle 
East, Europe and the Americas, Hongkong 
Bank gives you access to a range of financial 
services which will help you not only to 
explore, but, more importantly, to succeed. 

Talk to us today. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Antony Gibbs & Sons Limited 
Mercantile Bank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1981 EXCEED 125553 BILLION 
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` moves to lend in currencies other than the US dollar. 






financing and our ability to raise funds without government | 
guarantees are useful. i 





On the essential ingredients for successful collaboration be- 
tween foreign and local partners in a joint-venture and where IFC 
fits into this picture, ; | 

There are many ingredients — from personalities to the ex- 
perience each has had in similar collaborations. However, 
one is of particular importance — whether the bargaining 
positions of each partner are balanced. This is one reason 
why IFC might be called in — to be a neutral partner helping 
strike a deal that is equitable to both sides. In addition, in 
most cases governments have much to say in these matters. 
IFC, with the full confidence of our member governments, 
can provide an additional measure of credibility to the effort. 





F actors - 


Secretary-General, | 
Office of the National Econ 





On IFC's particular objectives in mind for each of its countries. 
IFC has two basic criteria projects must be financially and 
developmentally sound. In addition we have programme 
objectives, such as supporting agribusiness and natural re- 
source development — including energy — that are taken |. 
into account. Thus, each country's programme is not only 
tailored to those sectors which we feel have a comparative 
advantage — and thus are potentially profitable — but is di- 
rected to those businesses which fit into the development 
objectives of the country. 







On IFC lending rates for East Asian companies andforcompanies | 
elsewhere. —— i 

г Our rates are set periodically to reflect movements in com- | т 
mercial rates. Although there are no true proxies to compare | wi 
the long-term, fixed rate funds we offer, we do try to set | un 

~ them at market rates. While there are some rate differentials | keepin 

.. тейесіпд (for example) project risks, we work within a fairly | ^ Dui in 

`. narrow band which generally does not reflect regional dif- | of foreic 

ferences. : 


On variable rates funds. ; 
^... We are now examining what we ought to do and how we 
-can provide better service to our customers. Itis clear, how- _ 
ever, that some firms will be better able to take on variable 
rate risks than others. For example, new ventures may not 
be able to do so. Problems such as these must be weighed in 
the balance before we move. 






tion effort. Rapi 
cial and environmen 






-On the significance for potential borrowers from IFC of its recent 






parts of the country. 


. The significance is simply that we wanted to provide more Roo 
The level of poverty hast 


` flexibility to our borrowers because currencies other than 

_ the US dollar are now more often better matched to the 

. needs of the project. Also, given the current real and nomi- 

.. mal dollar interest rates, investors need the additional flexi- 

г bility. This year, the first year we have earnestly provided 

.. the option, our lending was about 50:50 dollars and other 
currencies — we must have read the market right. 





On whether IFC will be able to increase significantly its invest- 
ment programme as promised by the World Bank president in his 
Vancouver speech. ——— 

> As І mentioned above; we are looking beyond immediate 
economic difficulties and basing our planning on an ex- - 
pected pick-up in investment activities — especially in East 
. Asia. We believe that IFC's investment services are particu- 
larly needed now, especially with respect to providing 
equity funds. Thus, not only can we expand, we must and 
we must diversify into new types of activities. We are doing 
our planning on this basis. € 
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DEPEND 
onthe Dutch bank 


on hand in Asia 


Why should a businessman, in Hong 
Kong, looking to finance a project in Jakarta, 
come to a Dutch bank? 

Or one in Tokyo wanting to do business 
in Colombo? 

Because the bank in question is Amro 
Bank. 

As one of the leading commercial and 
investment banks in The Netherlands, Amro 
brings to business all the resourcefulness and 
reliability you expect from the Dutch. 

And as a major force in inter- 
national banking with assets of over 
US$ 44 billion, we bring strength and 


experience as well. 

But we bring something further, the 
distinctive qualities of Amro - speed of 
decision, flexibility of action, precision of 
response. 

They are qualities that have been going 
down well with you. In fact you can depend on 
it. So getin touch with us in any of the cities 
below, or contact our head offices at 
595 Herengracht, Amsterdam. 

(Tel: (20) 28 93 93. Telex: 15070 атго п!) or 
119 Coolsingel, Rotterdam. 
(Tel: (10) 3049 11. Telex: 22211 amro пі). 


O Jamro bank 


amsterdam-rotterdam bank nv 


Colombo, Hong Kong. Jakarta, New Delhi, Singapore, Taipei, Tokyo. 


Dutch,dependable and developing worldwide. 


Malayan Banking 
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The Tiger BesideYou 


He's got the confidence of the tiger beside him. Its strength, its 
security, its protection. And the backing of a group that includes 
Finance Companies, a Merchant Bank and an Insurance Company. 

Therefore, with assets exceeding 10.3* billion dollars, Malayan Banking 
Berhad is the Largest Banking Group in Malaysia. 
Now you know why the tiger is the symbol of Malayan Banking. 


MALAYAN BANKING BERHAD 


e Largest Network of over 160 Branches ө Over 1 Million Account Holders e Largest Banking Group in Malaysia. 


* as at 30th June, 1981 


BANCO DI ROMA: 
THE BEST WAY TO REACH ITALY. 













anco di 

Roma. with 
its network of 
branches and 
agencies in 30 countries and 
5 continents, is attuned to the needs 
and requirements of today's business 
world. Its expert staff can immediately 
help you solve any problems you mav 
have wherever they arise. 

All its services are backed by 100 
years of experience and by a reputa- 
tion of which Banco di Roma is just- 
ly proud. 

Banco di Roma offers wide-ranging 
financial assistance and credit facil- 
ities to purchasers of Italian goods 


INTERNATIONAL PARTNERS: BANCO HISPANO AMERICANO, COMMERZBANK. CREDIT LYONNAIS. 


under a special 
law that provides 
credit insurance 
and particular 
concessions for export of in- 
dustrial products throughout the 
world, including Asia. Lire are sold 
at the most competitive market 
rates. 

Italian goods, Italian industrial prod- 
ucts, important Italian projects and 
technology: Banco di Roma has the 
key to all of these. And when you deal 
with Banco di Roma, you receive 
more than just the services of a great 
international bank, you get the warm 
and open-hearted touch of Italy. 


sla BANCO DI ROMA 


ONE OF THE GREAT INTERNATIONAL BANKS. 


Advertisement Supplement 


programme which emphasises assisting the government's 
efforts to reach poorer segments of its population more di- 
rectly. The proportion of Bank lending to agriculture and 
rural development has trebled and accounts for about 30% 
of lending operations since fiscal.1976. 

The design of projects in the agricultural sector has also 
changed from exclusively large irrigation projects to a more 
balanced programme including development and support 
services to the farmers and a variety of innovative projects to 
assist farmers (such as rubber replanting, livestock develop- 
ment, agricultural extension, research and credit). Projects 
in the social sectors have both diversified and grown. In re- 
cent years education, population and low-income housing 
projects have accounted for about 1095 of the programme. 

During the 1980's, many positive features which have 
contributed to Thailand's rapid economic progress over the 
past 20 years will continue to do so. The country is rich in 
natural resources with good prospect for development and 
utilisation — for example natural gas, mineral deposits, ag- 
ricultural land, water resources and hopefully a large reserve 
of crude oil. Other positive factors include a relatively equit- 
able distribution of agricultural land, the dynamism of Thai 
farmers and the private sector in both in- 
dustry and agriculture. 

However, there are some major nega- 
tive factors. The current account deficit is 
relatively large and as a result, a lower 
GDP growth rate is expected during this 
decade. Exports must rise at a relatively 
high rate in order to contain the current ac- 
count deficit. Tendencies towards protec- 
tionism, however, are increasing, thereby 
limiting the opportunity to increase ex- 
ports. In addition, the country’s payment 
of interest on foreign loans in both public 
and private sectors is likely to rise rapidly, 
making it more difficult to reduce the cur- 
rent account deficit. The frontier of ag- 
ricultural land in Thailand has been 
reached, thereby slowing down agricul- 
tural production. The labour force is ex- 
pected to grow at a fairly high rate. This, 
combined with lower GDP and Bj. MM feuds rates 
could lead to severe problems of unemployment within the 
next five years. 

In response to challenges posed by the general economic 
outlook for Thailand, the government has drafted the Fifth 
Five-Year Plan, covering the period 1981-86. Major objec- 
tives are equity, financial stability (both external and inter- 
nal), economic efficiency and national security. Overall 
economic growth is seen as a derived rather than a primary 
objective. The government aims at reconciling these objec- 
tives over the five-year period, partly through a reduction in 
lower priority public expenditures, but mainly through 
medium-term structural adjustments designed to increase 
the efficiency of the economy and improve its competitive- 
ness in both external and domestic markets. Economic and 
institutional adjustments are aimed at improved fiscal, 
monetary and  balance-of-payments management; 
adequate pricing of public services; more efficient use of 
public and private resources; accelerated rural development 
and income creation in poverty areas; restructuring of the 
production process in agriculture and industry; and acceler- 
ated natural resource development, especially in the energy 
sector. 

Due to the exhaustion of new arable land, Thailand's fu- 
ture agricultural growth will have to come about through in- 


creased yields. This change from extensive to intensive ag- 
ricultural development will depend to a large extent on pri- 
vate initiatives. The government also has an important role 
to play in providing incentives and removing obstacles: in 
addition it will also attempt to reform taxes, regulations and 
market interventions which currently reduce returns and in- 
centives to farmers and act as constraints on a generally ef- 
fective and efficient private marketing system. The govern- 
ment has already implemented policies in this direction, for 
example, by substantially reducing rice export premium and 
regulations concerning rice exports and by introducing a 
freer trading system for maize and tapioca. 

The industrial sector in Thailand has in recent years con- 
tributed significantly to the country's rapid growth and di- 
versification of economic activity, but its share of employ- 
mentis still only about 10% of agriculture. But as agriculture 
will be less able to absorb the growth of the labour force in 
future, the industrial and related service sector will have to 
play an increasing role in the creation of incomes and em- 
ployment. The Fifth Plan’s industrial policies include export 
promotion, reform of the protective structure applying to 
manufacturing industry and investment incentives and the 

development of a heavy industrial 
complex in the eastern seaboard area. 
The government plans to reform the 
protective structure of domestic manu- 
facturing industry, which entails mov- 
ing towards more uniform tariffs in the 
interest of improved industrial effi- 
ciency. This will require, however, in- 
depth analysis of industrial sub-sectors 
to identify the best way to proceed with 
specific tariff adjustments. Arrange- 
ments have been made for the World 
Bank to assist with the first in a series of 
such studies consisting of an analysis of 
the electrical goods sector, automotive, 
chemical, plastic products and 
ceramics, iron and steel products and 
machinery. 
The development of natural gas in 
the Gulf of Thailand will substantially 
reduce Thailand's dependence on imported oil which at 
present accounts for about 75% of total energy consump- 
tion. The Fifth Plan is aiming to reduce total energy con- 
sumption by adjusting energy and fuel prices to reflect real 
costs, introducing measures for energy conservation in in- 
dustry and transportation and enforcing direct measures to 
save energy. 

The government is also pressing ahead with measures to 
strengthen institutional capacity by encouraging public po- 
licy research and analysis. This may include the creation of 
what is to be called the Thailand Development Institute 
(TDI) which will act as an independent policy research insti- 
tute with a small nucleus of high quality staff to carry out ap- 
propriate research and policy studies. 

The government hopes to achieve these reforms with the 
assistance of structural adjustment loans (SALs) from the 
World Bank over the Fifth Plan period. The agreement on 
the first US$150 million SAL, was signed in Washington in 
mid-March and disbursement took place at the end of May. 

Co-financing will continue to play an important role dur- 
ing the Fifth Plan period as it has done over the past 10 
years. It will remain an important source of funds for Thai- 
land in the financing of large infrastructure projects, particu- 
larly in the energy field and co-financing with commercial 
banks will be encouraged. € 
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TheBritish Bank 
ofthe Middle East 


knows what's what 


Asa member of The Hongkong Bank Group 
we have direct contact with nine hundred offices 
in over fifty countries, in all major financial 
areas, connected by satellite Speedlink, and 
offer the full spectrum of banking services 
including commercial and merchant banking, 
insurance, finance and investment management, 
and trustee services. 

Business Profile books are just one of the 
examples of the specialist services provided. 

For copies ofthese books write to one of the 
addresses given: 


Head Office | Queen's Road Central, Hong Kong 
Temporary Address: 23rd Floor, Admiralty Centre 
Tower 1, Harcourt Road, Hong Kong. 

Telephone: 5-8228333 Telex: 73201 

Group London Regional Office 99 Bishopsgate, 

London EC2P 2LA Telephone: 01-638 2366 

Telex: 889185 

The British Bank of the Middle East Falcon House, 
Curzon St., London WIY 8AA 

Telephone: 01-493 8331 Telex: 27544 

The British Bank of the Middle East 195 Brompton Road, 
London SW3 ILZ Telephone: 01-581 0321/4 Telex: 8953821 
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INDONESIA 


All Credit to 
Jakarta 


y June 1982, Indonesia had received a total of about 

US$5.494 billion in loans and credits from the 

World Bank and its affiliate, the International Deve- 
lopment Association (IDA). Of this total, US$4.562 billion 
has come from the Bank and the balance of US$931.8 mil- 
lion from IDA. 

In view of the importance of agriculture (including trans- 
migration) for employment, food security and exports, over 
one-third of Bank/IDA lending has been devoted to this sec- 
tor. In addition, loans and credits have been devoted to the 
development of other sectors of the economy, including 
transport, education, urban development, water supply, 
rural development, nutrition, industrial development 
financing, power, telecommunications, population plan- 
ning and technical assistance. 

From 1968-74, all lending to Indonesia was through IDA. 
Due to the country's improved creditworthiness following 
the commodity and oil price boom in 1973-74, the bulk of 
the Bank group's subsequent lending has been through 
World Bank loans, with a modest amount of IDA lending. 
Indonesia graduated from IDA to the Bank in 1980 because 
its creditworthiness reached a point where it could service 
loans on Bank terms. 

There has been much progress in Indonesia since 1968. 
The credit for the improvement should go to Indonesia, 
which has provided the major part of the resources for deve- 
lopment, but assistance from the Bank and IDA have played 
a role in this process. A few examples of government-Bank 
cooperation are outlined. 


Development of Tree Crops 


IDA financing and the provision of technical assistance 
have been crucial in assisting Indonesia to rehabilitate its 
public tree crops estates, the main producers of rubber, 
coconut and palm oil which together generate about 50% 
the country's non-oil export revenue. 

Prior to World War Il, Indonesia had the largest and in 
some ways the most advanced tree crop estate system in 
the tropics, comprising 1.2 million hectares and providing 
60% of total exports. World War II occupation, the subse- 
quent war for independence, nationalisation, shortage of 
funds for replanting, processing facilities and agricultural 
machinery all had contributed to the estates’ decline. In rec- 
ognition of the potential contribution that healthy estate ag- 
riculture could make to Indonesia's development, the gov- 
ernment began rehabilitating the sector in the late 1960s. 
With technical assistance provided under four IDA credits, 
the estate sector was reorganised and the estates were di- 
vided among a group of state corporations specialising in 
separate crops. These corporations have over the last de- 
cade become a strong and dynamic force in the country’s 


economy. 
The four IDA estate rehabilitation credits, amounting to 
about US$52 million, financed extensive replanting and 
new planting, built and refurbished processing plants, im- 
proved link roads, introduced improved techniques of fer- 
tilisation, weed and disease control and provided extensive 


technical assistance : 

to strengthen es- =| 

tates’ management. ? 

By the mid-1970s, 

the estates were toa 

large extent self- 

financing or able to 

mobilise their own 

capital on the com- 

mercial market. In 

1976 they became 

the hub of a govern- 

ment programme to establish nucleus estates and small- 
holdings on previously unsettled land, putting landless far- 
mers to work cultivating rubber, oil palm and coconuts for 
processing by the estates. 


Population Planning 

In 1970, the population of Indonesia was 119.2 million. 
Java, accounting for less than 7% of the land area and 64% 
of the population, had a population density of 565 persons 
per sq. km. 

In 1972 IDA joined the United Nations Fund for Popula- 
tion Activities to finance a population project designed to in- 
crease the scale and broaden the range of Indonesia's fami- 
ly-planning programme and strengthen the management of 
the newly created National Family Planning Coordinating 
Board (NFPCB). Under the project there was a ten-fold in- 
crease in non-medical field workers; schools for all 
categories of population programme staff were constructed 
and staffed and curricula developed; NFPCB's research ca- 
pacity was expanded and family planning centres through- 
out Java rehabilitated and expanded. 

While itis difficult to separate the demographic and health 
impact of the project from the total impact of the pro- 
gramme to which IDA, UN Fund for Population Activities, 
other donors and the Government of Indonesia have contri- 
buted, it is evident that the combined effect of these con- 
tributions have been favourable. Recent estimates by the 
Bank based on preliminary 1980 census data show that the 
birth rate declined from 42 per 1,000 in 1968 to 32-34 per 
1,000 in 1980. During the same period, the total fertility rate 
declined from 5.7 to 4.8. Life expectancy at birth rose from 
46.1 years in 1968 to 53.5 years in 1978 and the death rate 
declined from 18.8 to 13.9 during this period. The rate of 
population growth decreased steadily from an estimated 
2.6% per annum in 1970 to 2.4% in 1970-73 and 2.3% per 
annum in 1974-80. At the design stage it was estimated that 
the project would enable the programme to increase the 
number of new contraceptive acceptors recruited annually 
from 270,000 in 1970 to 1.6 million by 1975. In 1975-76, 
the programme recruited 2 million new acceptors, thus sub- 
stantially exceeding the initial target. This successful project 
was followed in 1977 and 1980 with two World Bank loans 
ea intensify and expand the programme across all of In- 

onesia. 


Electric Power 

IDA has also played a leading role in electric power deve- 
lopment. Since 1969, it has helped to reform the Indonesian 
power authority, provided credits for rehabilitating Jakarta' s 
electricity distribution system and begun the development 
of the Java grid (to be completed with the help of World 
Bank-financed projects). Power generation has increased 
by 150% since 1974; supply is reliable and the power au- 
thority is generating enough money to make a substantial 
contribution to its investment programme. Ф 
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Engineering - made in West Germany 


Representatives in: Hong Kong : India · Indonesia · Japan : Malaysia · Pakistan : Philippines 
Singapore : Thailand : Australia : New Zealand 


| . P. T. PRIMATEXCO INDONESIA 


g j Head Office: 
J SAMBONG, BATANG, (CENTRAL JAVA), INDONESIA. 
|" Phone: BTG 57 PEKALONGAN 61000 & 21500. Telex 22383 Prima PK 
Cable Address: PRIMATEXCO BATANG PRIMATEXCO JAKARTA 


We are a wellknown manufacturer of high- 
quality cotton fabric: 


White Cambrics Prima 2000 “MAHKOTA TIGA BENDERA” 
White Cambrics Primissima 5000 “ТАВ! KUPU TIGA BENDERA" 
White Cambrics Lawn "BERLIAN TIGA BENDERA" 

White Broad Cloth “GARUDA TIGA BENDERA" 
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Malaysia s daily production of crude oil averages 250,000 barrels 


your Malaysian 


HEAD OFFICE- 

Menara Bumiputra, Jalan Melaka, 
Kuala Lumpur 01-18, Malaysia 
Tet 03-968011, 981011 (60 lines). 
Telex: PUTRA MA 30445, 
LONDON BRANCH: 

36/38 Leadenhall Street, London 
EC3A 1AP, United Kingdom 

Tet: 01488-2021 (10 lines) 

Telex: PUTRA G 894705 


* e 
banker 


TOKYO BRANCH: 

Mori Building No. 18, 3-13 
Toranomon 2-Chome, Minato-ku 
Tokyo 105, Japan. Tel. 502 · 1591-4 
Telex: PUTRAJA J22756 
BAHRAIN BRANCH: 

Bth Floor, Bahrain Tower, 
Govemment Road, P.O. Box 20392. 
Manama, Bahrain. Tel: 231073 
Telex: 8884 PUTRA BN 


vpportuniti > 
in Malaysia. 


NEW YORK BRANCH 

405, Park Avenue, New York, N.Y 
10022, U.S.A. Tek (212) 888-1460 
Telex: RCA 220524 

LOS ANGELES AGENCY: 

707 Wilshire Boulevard, Suite 5315 
Los Angeles, California 90017. 
USA 

Tet: (213) 627-4711. Telex 

215271 PUTRA UR 


We understand them. 
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What we can offer you goes beyond 
understanding. We have insight of the 
economies and policies that shape 
corporate planning and development in 
this region. Capitalize on our strength, 
our knowledge, our total service. We are 
the largest bank in Malaysia. 

If you see opportunities here, talk to us. 
Make us your Malaysian banker. 


HONG KONG REPRESENTATIVE 
OFFICE: 

1802-1803 Admiralty Centre, 18/Е 
Tower One, Admiralty Centre. 
Queensway Road, Hong Kong 
Tel. 5276267. Telex: PUTRA 

HX 65073 

SINGAPORE ACU: 

1st Floor, Wing On Lite Building, 
150 Cecil Street, Singapore 0106 








пата Bumiputra, the Bank s HQ in Kuala Lumpur, Malaysia. 


Maxwell Road, P.O. Box 388, 
Singapore 9007. Tel: 02-2222133. 
Telex: BUMIS RS 34837 

JAKARTA: 

с/о Bank Bumi Daya (Kantor Pusat), 
Jaian Kebon Sirin 66-70, P.O. Box 
106, Jakarta, Indonesia. Теё 371749, 
370807 Ext. 255. Telex: BDULN 1A 
44117. Correspondents in all the 
principal cities of the world 





SUBSIDIARIES: 
Kewangan Bumiputra Berhad 
(Licensed Borrowing Company) 


Bumiputra Merchant Bankers 
Berhad 
Rothputra Nominees Sdn. Bhd 


Rothputra Development Sdn. Bhd 
Malaysian General Investment 
Corporation Berhad 


Bumiputra Malaysia Finance Bhd 
Syarikat Nominee Bumiputra Sdn 
Bhd 


Semerak Services Sdn. Bnd 
Bumiputra Heller Factoring Bhd. 
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THE IRI GROUP IS 
INCREASINGLY CONCERNED 
WITH DEVELOPING MAJOR 
GROWTH INDUSTRIES ON 
ACCOUNT OF THEIR HIGH 
TECHNOLOGY CONTENT AND 
PRODUCT INNOVATION 
FEATURES. THIS 
TECHNOLOGY-LED OPTION HAS 
BEEN ENCOURAGED BY THE 
TENDENCY OF THE 
INTERNATIONAL ECONOMY TO 
DEAL WITH 

WIDELY DIFFERING 

PROBLEMS AND TO SEEK MORE 
COMPLEX AND 
COMPREHENSIVE SOLUTION TO 
COMMUNITY PROBLEMS. 


THE 
IRI GROUP 
AND HIGH 





INDUSTRIES 





HOW IRI OPERATES 


IRI ON FOREIGN MARKETS 





In 1981. the Group exported goods and services 
worth around 8.700.000 million lire 

accounting for 8.8 per cent of Italy s total exports 
This is a particularly significant result 

when viewed as part of a more general 

trend whereby Italy's share of international 

trade grew in 1981: this shows that the 

IRI Group has made a substantial 

contribution with a qrowthrate distinctly 

above the national average 

While Italian exports of goods and services 
increased by 27 7 per cent in monetary terms 
and by 6 per cent in real terms. IRI Group 
exports rose by 47.5 per cent and 

22.4 per cent. respectively 

These figures clearly demonstrate the IRI Group's 
endeavour to find operational outlets that relieve 
the domestic market and that incentivate sound 
and stimulating competition in terms of innovation 
with more mature industrialized countries 

To be competitive on internationa 

markets today. high technology products 

have to be offered. and 


The IRI Group — with over 548,000 employees, a 
turnover last year of over 29,000,000m lire, and a 
five-year investment programme worth over 
23,000,000m lire — is playing an increasingly 
important role in the Italian and international 
economy, with primary responsability for the 
restructuring and upgrading of traditional industries 
Such as steel and ship building. 

the development of 

high technology industries (energy, electronics. 
aerospace and plant engineering), the promotion of 
the most advanced tertiary activities 
(telecommunications, data processing, transport) 
which are all vital to a mature industrial economy 
and an enhanced quality of life 

This can only be done by a Group which has a 
wide-ranging, well articulated entrepreneurial 
strategy, based on a wholehearted commitment to 
applied research, enabling it-to be sufficiently 
autonomous, or to hold 

the technological lead in the 

main areas of investment; this strategy also has to 
be geared to increasing the Group's activities in 

























Europe and throughout the world this can only be done as a result of sustained 
not merely to innovation effort and promotional work, and a 
exporting products and technical assitance, but also degree of credibility that can only be guaranteed 





the construction and management of largescale 
industrial complexes 

and the design of integrated 

programmes for the development and enhancement 
of natural and manpower resources 


by experience matured over the years 

IRI has managed to meet these conditions 
because it is able to exploit a vast industrial 
potential in a wide array of different industrial 
sectors. and the result show it 







TECHNOLOGY 









IRI AND HIGH TECHNOLOGIES 


In recent years, the IRI Group has been earmarking 
investment increasingly to products and services 
resulting from sustained research and 
technology-based effort 

To implement this strategy, IRI has exploited its 
corporate structural features 

that best suit projects 

that hinge around the development of advanced 
technology industries 

First of all, there is the Group's inter-industrial 
capacity, which has enabled it to draw on the 
experience and skills of many different industrial 
sectors for its production projects 

Secondly, there 

is the Group's companies well-proven ability to 
design and construct industrial plant in original and 
Sophisticated areas of production 

The most significant consequence of this 
newly-arisen situation in terms of IRI's strategy, has 
been the close attention 

devoted to areas of 

production, such as aerospace, electronics 
telecommunications, energy and special steels 
which will be able to provide a dynamic support to 
the Group's industrial activities, and raise their 
technological competitiveness 

The results of IRI's efforts in the high technology 
sector soon made themselves felt: today, IRI's 
major technology customers are the highly 
industrialized countries which are usually the most 
demanding for this kind of product 
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greater the choice, the better for 


the customer. Why should it be any 
different with banks. 


We have maintained business relations with part- 
ners in the countries of Asia ever since the early 
1950s. In 1979 we opened a representative office in 
Hong Kong. And to offer BfG clients a much wider 
range of services, we recently established a branch 
Office at this important financial center. 


With more than 7,000 employees and a consolidated 
balance sheet total of DM 60.5 billion, BfG is one 
of Germany's foremost universal banks. It operates 
an efficient network of more than 250 branches 
in Germany, maintains bases in all key commercial 
centers abroad, and cooperates with more than 
3,000 correspondent banks throughout the world. 


All this didn't just fall in our laps. We owe our pre- 


* incorporated with limited liability 
in the Faderal fC: 


sent position to service which has convinced pri- 
vate clientele and German companies alike that we 
are good people to do business with. 


And that's what we aim to do in Hong Kong, too. 


Cravenge © 


BfG:Head Office, Theaterplatz 2, 

D-6000 Frankfurt/Main 1 

BfG:Hong Kong* 

6th floor, Bank of Canton Building 

6 Des Voeux Road Central, G.P.O. Box 11272 
Hong Kong 

Telephone 5-251128 · Telex 64981 HX 


d ability BfG:Bank für Gemeinwirtschaft 





International spoken here. 
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Most peo- 
ple don't think of 
it as an international 
city. After all, it only has 
one career consulate and 
only three international flights 
a day. And they go to Canada. 

But in one respect, Pittsburgh is 
very much an international city. It has 
the second largest number of multi- 
national corporate headquarters of any 
city in the United States. 

So with Pittsburgh as our home and 
over 100 multinational corporations as 
our customers, it's only natural that we 
understand the special needs of a corpo- 
ration doing business around the world. 

And to make sure we can respond 
to these special needs, we're continually 
opening offices and expanding existing 


Pittsburgh NewYork Los Angeles Mexico City 


Paris São Paulo 
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international cities. 
We've just expand- 
ed our Hong Kong office 
at 3205 Connaught Centre by 
adding a subsidiary called 
Pittsburgh International (Asia) 
Limited. Now we can take deposits, 
make loans, and finance import and 
export activities on the spot for our 
Asian customers. 

You see, we know that with so 
many of our customers doing business 
around the world, we couldn't be a great 
Pittsburgh bank if we weren't growing 
into a great international bank. 


a 
WV 
PITTSBURGH NATIONAL BANK 
Were a bank that believes in performance. 


HongKong Sydney Nassau 


€ 1982, Pittsburgh National Bank. 





DEALWITH AUCTRALIAS 
INTERNATIONAL EXPERTS. 


ANZ Bank is a leader in South East Asia 
for foreign exchange dealings especially 
Australian and New Zealand dollars. 

As one of the region's largest and most 
experienced banks we are fully qualified to 
advise on all facets of international and 
corporate banking. 

Our aim is to find the right solution to 
your specific trade or financial problem, 
either by conventional or innovative means. 

In Hong Kong, enquire through our 








wholly-owned subsidiary, ANZ Finance (Far 
East) Ltd., 25th Floor, Alexandra House, 16-20 
Chater Road, Central Hong Kong, GPO Box 
10124, Hong Kong. Phone 5-265045/8. 

Telex HX86019. For foreign exchange 

Phone 5-265691/4. Telex HX63546. 

Cables ANZBANK. 

In Singapore, enquire at 6th Floor, 
Ocean Building, Collyer Quay. Phone 918355. 
Telex 23336. For foreign exchange Phone 
225 1179. Telex 33930. Cables ANZBANK. 






The great 
Italian connection 
since Marco Polo 


BNL IN ITALY AND AROUND THE WORLD 













ARGENTINA CHINA GREECE MALAYSIA NIGERIA TUNISIA ILLINOIS 
AUSTRALIA CONGO HONG KONG MAURITANIA PHILIPPINES UNITED KINGDOM NEW YORK 
BELGIUM EGYPT IRAN MEXICO SENEGAL URUGUAY TEXAS 
BRAZIL FINLAND IVORY COAST MOROCCO SINGAPORE USA VENEZUELA 
CAMERON FRANCE JAPAN NETHERLANDS SPAIN CALIFORNIA ZAIRE 
CANADA GERMANY LUXEMBOURG ANTILLES SWITZERLAND GEORGIA ZAMBIA 





BNL, Italy’s largest credit institution and distinguished 
banking establishment, is making an important impact on 
international trade and industry. Linking the world's major 
business capitals, the BNL influence stretches to China and 
the Far East, the Ivory Coast to Finland, Uruguay to Georgia. 
BNL — today’s most influential Italian trade connection 
since Marco Polo. 


Discover the new world of commerce with 


BANCA NAZIONALE DE LAVORO 
Head Office: ROME, ITALY. 


Representative Offices: Hong Kong: 3704-06 Gloucester Tower, 11 Pedder Street, 
Singapore: 1907/8 Robina House, | Shenton Way. Tel: 2201444 Tel: 5-215065 
Kuala Lumpur: 4th Floor, Kompleks Antarabangsa, Jalan Sultan Ismail. Tel: 424631 Beijing: Minzu Gong, Room 282, Tel: 668761 


Danrike 


SPANISH HOLDING 
COMPANY 


Leaders in the field of enginee- 
ring construction and metallic 
construction. 


All kinds of projects, internatio- 
nal consulting. 


* 10 COMPANIES, 
500 TECHNICIANS. 
US $ 45 MILLION 
TURNOVER IN 1981. 


* Specialists in metal 
constructions 
* Consulting engineers 
* Industrial bays 
and installations 
* Flyovers and bridges 
* Antennas 
* Agricultural installations 
* Boilermaking 
* Electric pylons 
* Petrochemical plant 
* Structures for airports 
* industrial Buildings 
* Aviation Buildings 
* Commercial Buildings 


(Our companies' services were 
recently commissioned for the 
manufacture and erection of the 
steel structure of «GENERAL 
MOTORS ^» factory in SPAIN). 


INGEMETAL, S.A. 
Fray Luis Amigó, 6 
ZARAGOZA-(6) SPAIN 
Tix: 58823 IGM-E 
Tel.: 34-(76) 274382 
273505 
General Manager: 
José A. Almarza 














L J SAAN INTERNATIONAL LTD 


UBAN International Ltd. is a joint venture Licensed Deposit-Taking Company 
comprising 10 major Arab Banks & 5 leading Japanese Financial Institutions. 


Our setvices include : 


Money Market & Foreign Exchange Operations 
Trade Financing 
& 
Short & Medium Term Lending 
Issued capital : HK$100,000,000.- 


22nd floor, Alexandra House, Chater Road, Hong Kong. Tel: 5-261102-6 Telex: 75386 





Ser eee een eae 


THE BANK You CAN TALF TO. 











Berliner Bank has 
consolidated assets 
of over DM 19 billion (1981), making 
it one of the large German banks 
with international significance. 

Berliner Bank's success both at 
home and abroad is the result of 


resourceful service and flexibility. 


Its branch network in the Federal 
Republic of Germany gives Berliner 
Bank a nationwide presence. 





| Based оп extensive and 

Worldwide experience, Berliner 
Bank offers special services in the ~ 
areas of · foreign trade financing - 
issuing bonds and guarantees for inter- 
national contracts - letters of credit. —— 
payments- foreign exchange-money — 
market operations investment advice. _ 

Our network of 1.600 correspond- — 

ent banks in 160 countries assures 
our worldwide reach. 


‘Talk to us. We'll do the rest. 


BERLINER BANK 


AKTIENGESELLSCHAFT 


Head Office: Hardenbergstrasse 32, D-1000 Berlin 12, Federal Republic of Germany, Tel. (30) 3108-0, Telex 182 010 
Branches: Dusseldorf, Frankfurt, Hamburg, Munich, Stuttgart, London (Licensed Depasit-Taker}-In Luxembourg: Berliner Bank International S.A, — 








GOLDM Nu «Ње. тҮ: 
INTERNATIONAL FINANCINGS 


In the first six months of this year, Goldman Sachs porate and governmental borrowers—and we had 
managed or co-managed 60 international public over $6 billion of commercial paper outstanding а! 
offerings valued at $6.8 billion—for overseas subsidi- mid-year for 39 non-U.S. issuers. We also providec 
aries of U.S. corporations, other overseas companies, other financial services to many clients around the 








non-U.S. Government entities, and supranationals. world. 
In addition, we arranged more than $400 million Goldman Sachs: capability and performance ir 
dollars of international private financings for cor- serving our clients' worldwide financial needs. 













U.S. $250,000,000 


XEROX CREDIT OVERSEAS FINANCE N.V. 
Zero Coupon Notes due February 11, 1992 


U.S. $400,000,000 
American Telephone and Telegraph Overseas Finance N.V. 


145495 Guaranteed Debentures Due 1989 


$300,000,000 
Caterpillar Financial Services N.V. 


Zero Coupon Guaranteed Notes, due August 11, 1992 
Unconditionally Guaranteed by 
Caterpillar Tractor Co. 
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Payment unconditionally guaranteed by 


XEROX CREDIT CORPORATION 


e Sumitomo 


Electric Industries,Ltd. 


American Telephone and Telegraph Company 


e 


Orient Finance Co., Ltd. 

























$40,000,000 
Northwest Natural Gas Finance N.V. 


153896 Guaranteed Notes Due May 15, 1992 
кайака T. ary si Diui; баржа йр 





Inter-American 
Development Bank 














Юй. 100,000,000 








































10% per cent. Dutch Guilder Bonds of 1982 U.S. $50,000,000 U.S. $60,000,000 
due 1988/1992 i 514 per cent. Convertible Bands Due 1997 Northwest Natural Gas Company Sb per cent, Convertible Bonds 1997 
U.S. $ 200,000,000 $ М Оз. $100,000,000 U.S. $150,000,000 
CREDIT NATIONAL | SEK | Chemical New York N.V. 
Guaranteed Fleating Rate Notes Due 1994 PETROLEOS MEXICANOS E Я j + A 
йене ar she Niteholdee'a option in March 1990 азый 1992 fa Decentratised Public Agency of rhe United Mexican States} AB Svensk Exportkredit Guaranteed Floating Rate Subordinated Notes Due 1994 
а Еу di нә payment of principal and interest by U. 15.5150,000000 (Swedish Export Credit Corporation) ‘Ghat SED an s осал Karas DE V рутин oF онер em REI iy 
THE REPUBLIC OF FRANCE 17%4% Bonds Due 1994 143% Bonds Due May 15, 1990 Chemical New York Corporation 







The Japan Development Bank 


US, 5 Denominated 8% Yen-Linked Guaranteed Notes 1987 





(CAMO) 


bs BRIDGESTONE 


y 

























U.S. $75,000,000 BRIDGESTONE TIRE CO.,LTD. IRELAND of an aggregate principal amount equivalent to 
LASMO Eurofin ance B. V. LS. 87 Yen 12,500,000,000 
U.S. $70,000,000 U.S.$ 100,000,000 Unconditionally and irrevocably guaranteed by 
Flosting Rate Guaranteed Notes Due 1989 Vy "e i " Floating Rate Notes T 
к 5% per cent. Convertible Bonds due 1996 d S80 Japan 
denominated in U.S. dollars or pounds sterling U.S. $700,000,000 $400,000,000 
Notes and Bonds unconditionally guaranteed by ВИ ; Bodl 
London & Scottish Marine Oil PLC General Electric Credit International N.V. ТОСЕ TE A ОУ 
U.S. $200,000,000 Zero Coupon Guaranteed Notes Due 1994 4 Bar 1 м 
U.S. $500,000,000 Zero Coupon Guaranteed Notes Due 1995 and Development 






Uneonditionaily guaranteed by 


General Electric Credit Corporation 





143690 Tèn Year Notes of 1982, Due June 1, 1992 















VERAM 
U.S. $200,000,000 






U.S. $52,130,000 






U.S. $55,000,000 












$225,000,000 J 
Philip Morris Credit Capital N.V. | Baker International Finance N.V. 9 Inter-American Oesterreichische 
Zero Coupon Guarantesd Notes Due 1994 Zero Coupon Guaranteed Notes Development Bank Kontrollbank 
FRA due February 25, 1992 (Austrian Kontrollbank) 














Unconditionally Guaranteed by 


. n 15%% U.S. Dollar Notes of 1982, 
Baker International Corporation 


due December 22, 1987 


US$50,000,000 
COMMERCIAL CREDIT FINANCE N. V. 


154496 Guaranteed Bonds, 
due April 8, 1992 


ASHV. 


Philip Morris Credit Corporation 




















$140,000,000 
Caterpillar Financial Services N.V. 

























4% % Notes ay 15, 1985 with We һам 
Zero Coupon Guaranteed Notes, 1434% Notes due May 15, 1985 with Warrants to purchase SHV Holdings NV 
due February 11, 1994 72 US$100,000,000 DM 100,000,000 
US $150,000,000 Floating Rate Notes Unconditionally Guaranteed by d Sh p pones ENDI й . 9% Bearer Bonds 
бн : - tionally Carum by 
US $ 150,9001000 14 1 Boneh due 1992 Белине Tractor Co. COMMERCIAL CREDIT COMPANY of 1982/1990 



















$100,000,000 
HYDRO 
NEWFOUNDLAND AND LABRADOR HYDRO 


15% % Debentures due May 15, 1992 


Guaranteed Unconditionslly ax to Principal and Interest by 


Province of Newfoundland 


U.S. $250.000,000 


3% 


Crédit Lyonnais 


Floating Rate Notes due 1997 


U.S. $200,000,000 
Continental Illinois Overseas 
Finance Corporation N.Y. 


Guaranteed Floating Rate Subordinated Nates Due 1994 
Guaranteed on à Subordinated Basis by 
€ con 


<р 


Canadian Imperial Bank of Commerce 
U.5.$100,000,000 
16% Deposit Notes due March 15, 1987 





















tinental Illinois Corporation 








WER 7000000000 OF 
N THE FIRST HALF OF 1982. 


U.S. $400,000,000 
Sears Overseas Finance N. V. 
Zero Coupon Guaranteed Notes 










U.S. $800,000,000 
General Electric Credit International N.V. 


US 8400,000,000 Zero Coupon Guaranteed Noten Due 1992 


U.S. $ 300,000,000 


3% 

















U.S. $75,000,000 
Атах International Finance Corporation 

















ч s rar: Р : 164% Guaranteed Notes due 1992 Due Feb 1 2 
1/3, $400,000,000. Zero Coupon Guaranteed Notes Due 1993 АЕ ү А e February 8, 199, 
Dfii obo by Хроно ву uud Payee ol Crédit Lyonnais Unconditionally Guaranteed hy 
General Electric Credit Corporation Floating Rate Notes due 1994 Sears, Roebuck and Co. 














































INTERNATIONAL BANK U.S. $100,000,000 
m FOR RECONSTRUCTION, Mo a. S.A ; 
AND DEVELOPMENT „=>, ra, S.A. : ü 
WORLD RANK i ial е. 
OMRON TATEISI ELECTRONICS co. Washington, D.C. Berea 1634% Guaranteed Notes Due 1992 Canadian Imperial Bank of Cor ) nmer ina 
1,200,000 Depositary Shares representing U.S. $250,000,000 “2 filie mtm oni 055200000000 
6,000,000 Shares of Common Stock pieta Dollar Notes of 1982, K mart Corporation Floating Rate Debentures ae oon 


evidenced by Bearer Depositary Receipts 








U. 5. $100,000, 000 

























(SEK 
——— $150,000,000 Boston International Finance D 
"U.S. $100,000,000 U.S. $200,000,000 Societé JM eren des Chemins Corporation N.V. 
F de rer Francais 
Manufacturers Hanover Overseas AB Svensk Exportkredit Flocking Rai Notes a i HI Guaranteed Notes Due June 1.1989 
Capital Corporation 2000 (гөй Export Credit Corporation) and Warrants te purehase Реутова and inti Т iy 
191 Guaranteed Notes due May 15, 1987 Zero Coupon Notes Due 1994 3150,000.000 First National Boston Col on ration. 
With Weerants to Purchase Us SON oO и “Guaranteed Notes р м9 Bands due 1990 | p 


The Notes and Borske are unconditionally guananiend fer 


The Republic of France 





к тари e ыы су еа " | Atlantic Richfield Overseas Finance N.V. 
iz In r Corporation 
апоует OFF US. $200,000,000 


oe ee теч A 13%% Notes Due Ma 15, 
= CITY OF HELSINKI bd dignes in bias 






69) CAISSE NATIONALE 









(Republic of Finland) US. $200,000,000 U.S. $ 50,000,000 DES AUTOROUTES 
Des. рм 30000000. ge а сие ne JAPAN 15 7/8 % а 1907 
ВАН Bearer Bonds of 182 752) ee a ay | DEVELOPMENT BANK onconditisy Güwantesd 









as te Payment of Principal, Piamium, И any, and interest y 


THE REPUBLIC OF FRANCE | | 


15 1/2 % Guaranteed Notes Due 1987 


итни най seatranioed hy 


JAPAN 


Atlantic Richfield Company 






$100,000,000 
Sears Overseas Finance N.V. 

































































134% Guaranteed Notes due May 15, 1988 E „ Р fT |  — — — 3 3 
With Warrants to Purchase Banque Nationale de Paris Canon US. ‘SI 100, 000, 000 
$200,000,000 Guaranteed Notes U.S. $ 250,000. А votes di { А 
due May 15,1990 SAP O em ne Rote Notes die 1989 U.5.$50,000,000 AB Svensk Exportkredit 
Д 8 with Warrants to purchase С. А МОМ ING. i Rserdiah Export. Сета Corporation) 
U.S. $ 250,000,000 14 1/4% Bonds due 1990 7 per cent Convertible bonds: Û 154% Notes Due 1989 
Sears, Roebuck and Co. Tyne Pulp al the Notes win Warssüls: 100%, Due 1997 T Convertible at the option of the hoger to Floating Rate Notes Due 198) 
х U.S. $60,000,000 U.S.$100,000,000 
CIBC Mortgage Corporation Reynolds Metals European Finance Corporation N.V. Cit Fi ion NV. 
Can.$50,000,000 163495 Guaranteed Notes due 1987 iticorp Overseas Finance Corporation N.V. 
167496 Guaranteed Debentures due June 1, 1987 Uneanditionally Guaranteed as to Guaranteed Retractable Notes Due 1992 
Unconditionally guaranteed by Unconditionally Guaranteed as to Payment of Principal and Interest by 


Reynolds Metals Company 


© 


Sociétés de Développement Régional 
£30,000,000 18i per cent, Guaranteed Bonds 1992 


unconditionally guaranteed by 


The Republic of France 


ea Payment of Principal and Interest by 


СІТІСОРР© 








'anadian Imperial Bank of Commerce 
OLC 
Orient Leasing Co., Ltd. 


US $20,000,000 
6495 per cent. Convertible Bonds Due 1997 





$100,000,000 


Inter-American 
Development Bank 





e&TDK. 
TDK Electronics Co., Ltd. 


(А Japanese corporation) 
2,000,000 American Depositary Shares 
Representing 


4,000,000 Shares of Common Stock 






















15% Seven-Year Notes of 1982, 
Due April 1, 1989 














aisse Centrale de Coopération Economique Goldman, Sachs & Co. 
US $100,000,000 (United Mexican States) old man New York Boston Chicago Dallas 
eae Se в jJ d Detroit Houston Los Angeles 
The Republic of France а( | 1S Memphis Miami Philadelphia 


St. Louis San Francisco 


'anadian Pacific Limited London Tokyo Zurich 





CAISSE NATIONALE 
DE CREDIT AGRICOLE 


Floating Rate Notes 1982/1997 


L8. $75,000,000 
46% Collateral Trust Bonds due 1992 






THE RIGHT MOVE... 


Prudent investment is making the 
right move 


Intelligent investment is chosing the 
right time 


Sound investment is a precision act 
requiring experience and expertise. 


Active in 


International and Domestic - 
Money Markets 


Management and Underwriting 
of New Issues 


Portfolio Management 


Local and Foreign Real Estate 
Development 


Kuwait Investment Company (S.A.K.) 


C.R. 4340 - P.O. Box 1005 Safat - Cable: ESTITHMAR 
Tel. 438111 - Telex: 22115 - KUWAIT 








Malaysian Chinese business and politics unite under'Multi-Purpose 


A bamboo umbrella 


By Jeffrey Segal 

Kuala Lumpur: Officials of both the 
Malaysian Chinese Association (MCA) 
and Multi-Purpose Holdings — respec- 
tively Malaysia's second biggest political 
party and second biggest public company 
— strongly deny any formal links between 
the two organisations. The party has no 
shares in Multi-Purpose, officials point 
out, and membership is open to investors 
of all races. Multi-Purpose is a "people's 
company," according to the group's litera- 
ture. The MCA calls it a “small man's 
giant corporation." 

Yet there are tangible connections be- 
tween party and company at every level. 
Multi-Purpose's history, its equity struc- 
ture, its top management and even its 
headquarters locations are all closely tied 
to the MCA. The establishment of a hold- 
ing company or “investment arm" of the 
MCA (as Multi-Purpose is usually label- 
led) was first mooted as one of the five 
points in the party's policy programme of 
the early 1970s. The aim was, according to 
a recent company document, “to foster, 
promote, advance and secure inter-com- 
munal economic cooperation in keeping 
with the economic policy of the nation." 

In practice, though, the formation of 
Multi-Purpose was a direct, aggressive 
reaction to one of the main planks of that 
policy — the controversial Industrial 
Coordination Act (ICA) introduced in 
April 1975. The act brought in what were 
seen as excessively restrictive controls on 
the manufacturing sector in Malaysia. 
What particularly upset the Chinese busi- 
ness community were the act’s stipulations 
on equity participation by bumiputras 
(Malays and other indigenous races) and 
on bumiputra representation on the 
payroll. Even enterprises with as few as 25 
staff and as Ше as M$100,000 
(US$43,000) capital would be affected. 

The MCA’s political response was to 
fight for amendments to soften the act. 
These were eventually agreed in 1977 and 
in a second round of changes in 1979. On 
the economic front, the party’s counter- 
attack came in the form of | Multi-Purpose, 
formed within four months of the ICA 
coming into force. 

The new company’s name seemed apt. 
Multi-Purpose was planned to be simul- 
taneously an umbrella grouping, shelter- 
ing and combining Chinese-owned 
businesses threatened by legal curbs; a 
stronger and more forward looking substi- 
tute for the traditional guilds and clan as- 
sociations; a means of boosting invest- 
ment by the Chinese community, which 
had been deterred by the introduction of 
the act; a way of ensuring that the non- 
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bumiputra share in Malaysia's corporate 
wealth could climb from the 3795 level of 
1975 to 40% by 1990, as laid out under the 
New Economic Policy, arid a channel for 
small, family-owned businesses to expand 
into new fields of activity using modern 
management techniques. 

Multi-Purpose's equity structure has 
been moulded by its MCA connection 
from the start. The company began corpo- 
rate life in August 1975 with just four M$1 
shares, but within a year had lifted its 
paid-up capital to M$220,000, subscribed 





Lee Loy Seng: wide-ranging ties. 


to largely by individual MCA members at 
the urging of the party. Multi-Purpose's 
first public issue of 29.8 million shares in 
1977 also resulted in a 10% holding for the 
Malaysian Multi-Purpose Cooperative 
Society (known by its Malay-language ini- 
tials KSM), an organisation linked di- 
rectly to the party. Formed nine years ear- 
lier by the youth wing of the MCA, mem- 
bership of KSM — now approaching 
180,000 — is dominated by party mem- 
bers, though ostensibly open to all. 
KSM'sinvestment in Multi-Purpose has 
grown rapidly in recent years, eclipsing 
the cooperative's interests in housing, fi- 
nance, plantations, insurance and trading. 
KSM now owns an estimated 234 million 
(52%) of Multi-Purpose's total 450 million 
paid-up shares. Roughly half of this hold- 
ing is held directly by the cooperative as a 
single shareholder, and the rest by the 
KSM-Multi-Purpose Investment Fund, 
set up in June last year. The fund acts as a 
limited form of unit trust. Eligible KSM 
members can buy units in the fund for M$2 
each. Every unit is equivalent to a single 
Multi-Purpose share and can be transfer- 
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red to other KSM members at the market _ 
price. Unit-holders' dividends are set in — 
line with company dividends. The advan- _ 
tages of the scheme are said to be that it 
raises cash for the cooperative and that it — 
puts more Multi-Purpose shares into indi- _ 
vidual hands. 

Chinese individuals in Malaysia in fact ' 
already hold the vast bulk of Multi-Pur-. — 
pose equity not owned by KSM or the | 
fund, with a combined stake — spread 
among 32,000 shareholders — of some 199 
million shares. Two companies affiliated 
to Multi-Purpose have a further 8 million, — 
and non-Chinese Malaysian individuals 
1.5 million. Nominee companies, other 
Malaysian companies and Singaporeans 
hold the remaining 15.5 million shares. 


he drawing together of Multi-Purpose 
and the MCA through KSM's increas- 
ing equity stake has been matched by a — 
growing closeness between the party and | 
the company in other areas. Last Decem- _ 
ber, for example, Multi-Purpose moved its _ 
headquarters into the new MCA Building | 
in Kuala Lumpur. And in the April gen- _ 
eral election, managing director (opera- | 
tions) Tan Koon Swan, already a member - 
of the party's central committee and presi- — | 
dential council, improved his party stand- 
ing when he wrested a key parliamentary — 
seat in Kuala Lumpur from the opposi- | 
tion. Managing director (administration) — 
Datuk Choo Ching Hwa is another party - 
stalwart and a long-time MCA treasurer- _ 
general. The president of KSM, Multi- 
Purpose's biggest shareholder, is Datuk 
Lee San Choon, also president of the 
MCA itself and minister of transport in 
the National Front coalition government. . 
Multi-Purpose's political power and 
connections are paralleled by its growing 
economic clout. In terms of paid-up capi- 
tal, it is the biggest company on the Kuala 
Lumpur Stock Exchange, while its market 
valuation of M$1.2 billion puts it second 
only to Malayan Banking among locally 
incorporated outfits.  Multi-Purpose's 
main subsidiaries and associates also fi- | 
gure among Malaysia's biggest companies 
in their own right. Bandar Raya Develop- 
ments (42% owned by Multi-Purpose) is 
the country's largest property group, with 
a 1,700-acre land bank. Plantations group- 
ing Dunlop Estates (88%) ranks 21st 
among Malaysian listed companies, just 
above 39%-owned Magnum Corp. , whose 
principal interests lie in the “four-digit” 
horse-race forecast betting operation. Un- _ 
listed United Malayan Banking Corp. — 
(UMBC) (41%) is Malaysia'sthird biggest _ 
commercial bank, with assets of ENT 
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Most highly rated co 
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Malayan Banking 
MULTI-PURPOSE HOLDING s 
“Malaysia Mining Co 

Malayan Unitec Industries 
-Genting 
Sime Darby 







Malaysian Tobacco 
Perlis Plantations 
Selangor Properties 
d Motor Works 
Consolidated Plantations 
E Leong Industries 
Dunlop Malaysian Industries 
ctors Malaysia 
Batu Kawan 
Highlands and Lowlands 


















üpreme Corp. 






n, while four-fifths owned Guthrie 
‚а Singapore-based company, is one · 
region’s top trading groups. , 
personal corporate ties of Multi- 
rpose ’s directors also link it with other 
омеги companies. Chairman Tan Sri 
Loy Seng also chairs plantation giants 
ala Lumpur-Kepong, Batu Kawan and 
Bands and Lowlands, while Tan is 
anaging director of property, fi- 
ance and estates conglomerate Supreme 

Г ulti-Purpose's 12 other directors 

- wide-ranging outside interests in 
g. finance, plantations, insurance, 
using development and manufacturing. 

recently, too, the chief executive of 

Aalayan United Industries (MUI) and 
jice-chairman of Malayan' Banking, 
Datuk Khoo Kay Peng, also chaired Mag- 
m, while MUI director Yong Ming Sang 
jieaded Magnum’s . resort subsidiary 
Mimaland, near Kuala Lumpur. Multi- 
ose itself has a small block of shares 
MUI following a swap of its own origi- 
yal stake in MUI unit Central Sugars, 
Multi-Purpose has built this impressive 
onomic empire-in a remarkably short 
me. Bandar Raya was its first major ac- 
juisition in 1977, and the same year it took 



































interest in Magnum. In 1978 Multi-Pur- 
acquired 54% subsidiary Malaysian 
tions, a grouping of six rubber com- 
ith 21,000 acres of estates land, 
9 bought a one-third share in in- 
ice company KSM Insuran. 
A spate. of really big deals began in 
1980, when Multi-Purpose 


| in UMBC held by bank direc-. 
Chang Ming Thien, who died in March 









lli 
ide, ahead of 
ta e V ins corpor tion Pernas. 
Seven months: те Multi-Pur- 
when it bought 
$47.4. million) 
olding in its trading 


juthrie Corp 
subsidiary, Guthrie. ‘Bhd. A genera! offer 


epon Estates, near Kuala 


‘it Plans to convert into a 
housing development, and in September 
brought off its biggest coup when it an- 
nounced an agreement to buy Dunlop 
"Holdings 51% stake in Dunlop Estates 
Bhd (DEB). The deal, which took Multi- 
Purpose’s plantations land to 80,000 
acres, cost an initial M$211 million, but a 
general offer which closed on July 20 and 
raised the company's share to. 87.9% 
added a further M$152 million cash to the 
bill. A linked agreement with Pegi 
Malaysia transferred the 51% -bought 
from Dunlop Holdings to a new joint ven- 
ture with Pegi, which in turn contributed 
its one-sixth equity in Dunlop Holdings to 
the partnership. (Pegi is a publicly traded 
investment company chaired by politician 
Ghafar Baba.) . . 

The funds for this rapid expansion drive 
have come (гот two sources: Multi-Pur- 
pose’s shareholders and the capital mar- 
ket. Since December. 1980 the group's 
paid-up capital has increased sixfold from 
75 million to: the. present 450 million 


shares, following a 12 million share issue- 


to buy deeper into Bandar Raya and 


Malaysian Plantations, a three-for-five- 


bonus issue of 52 million shares, a one-for- 
one rights issue of 140 million, a special 
issue of 101 million to KSM (the basis fot 
the new unit trust) and a special issue of 70 
million shares in April this year to KSM as 


























of syndicated uoa ih over the past 18 
months. In March 1980 Multi- pulse 


ж тае t 
year and a US$92 mil 
Multi-Purpose itself thi 


syndication to 
months later. 








“he effect on | the grou 
has been a sharp 91% increase in short- 
term borrowings during 
markable 18-fold expa 
borrowings over the.s 
debt, at M$380 mi 








terest charges over the year: 

million to M$21.9 million, 

same time profits have shrunk as a result 
of poor bens man ин Е 





21 21 at E MSG. 3 million andat Magnum pro- 
fits fell-by 47% to M$10 million. Guthrie 
Bhd'stake plunged 49% to M$3.5 million, 
while earnings at DEB slipped 15% to 
миы. million. eo ‘incorporation 












Medieval relics — -guilds, - 


clans and cabals 


Kuala Lumpur: If Multi-Purpose. Hold- 
ings sees itself as the spearhead of the 
Malaysian Chinese community's 
economic advance into the 1980s, then the 
foot-soldiers — some struggling to keep 
up, but many lagging far behind — must 
still be the traditional Chinese guilds and 
trade associations. These loosely defined 
and often locally organised platoons of en- 
trepreneurs, many dating back 50 years or 
more to self-help groups formed by im- 
migrant artisans, today cover a bewilder- 
ing array of trades, from reconditioned 
battery dealers, market stallholders and 
herbal doctors to the more powerful rice 
merchants, plantation owners and finance 
company proprietors. 

The separate guilds are linked in turn 
through state-wide groupings like the 21- 
member Selangor Guilds Association, or 
more often through district and state-level 
Chinese chambers of commerce, whose 
members also include professionals. and 
individual businessmen from outside the 
guilds. Bringing together the various state 
chambers is the Associated Chinese 
Chambers of Commerce and Industry, a 
national federation headquartered. in 
Kuala Lumpur. 


Many of the guilds’ activities fall outside 








, the economic sphere. The clubhouse pro- 


vides relaxation and the annual dinner a 
more formal reunion. The guilds might 
also raise funds for uninsured members 
whose premises are damaged by fire, or 
attend to the burials of members who die 
without having made other arrangements. 

But apart from this social and charitable 
role, they bear, little ‘relation to their 
medieval- European counterparts. They 
have no apprenticeship or journeyman 
schemes to organise entry to the trade or 
pass оп skills, for. example. Today's 
Chinese guilds operate mainly as limited 
mutual-aid groups. A member denied a 
trading licence, say, might turn to his guild 
{ог help. Pork butchers hit by rising costs 
might combine. to. fix prices at, the local 
market. And retailers. affected. by a 
change in:sales tax might call a special 
guild meeting. 

The.bigger guilds and. Chinese cham- 
bers.of commerce, which often have legal 
experts attached to them, will also raise 
petitions апа ѕепа delegations. to. the au- 
thorities: Each June, too, they. will send 
memoranda. outlining. their. fiscal hopes 


for the following vear in the annual "pre- 


budget di gue” with the Finat Minis- 








—— ——r- - - 


` into the Multi-Purpose group, however, 
was not completed until April this year.) 
Only Bandar Raya (up 26% at M$6.6 mil- 
lion in 1981) and UMBC (up 64% to 
M$12.6 million in the year to June 30, 
1981) saw any improvement, though again 
UMBC’s integration took place too late to 
affect the parent’s earnings greatly. 
Multi-Purpose itself has never been a 
spectacular money-maker, but setbacks in 
the past two years have begun to dent the 
group’s image. From a peak of M$13.5 
million in 1979, post-tax income dropped 
marginally to M$13.4 million in 1980 but 


Tan: share issue awaited. 





Guild and chamber officials claim their 
economic activities are on the increase. 
According to a senior office-bearer in the 
Selangor Chinese Chamber of Com- 
merce, the growing complexity of the bus- 
iness world means they are playing “a 
more active role than before.” 

Some detractors, however, see the in- 
creasing penetration of government into 
business life and the growth of competing 
social security and insurance schemes as 
forcing the guilds and chambers more and 
more on to the defensive. “The trade as- 
sociations are nothing. but mahjong 
groups," claims Yap Kun Tiat, manager of 
Multi-Purpose Holdings' non-profit arm, 
the Business Modernisation Centre. 
“When you're individualistic and tradi- 
tional in your management approach and 
you're Chinese-medium educated, how 
can you deal with the world?” he asks. 

Judging the guilds’ and chambers’ 
economic strength is complicated by the 
fact that they often overlap with other 
communal organisations performing simi- 
lar functions, all similarly linked into state 
and national federations. A guild member 
will very likely also belong to a clan associ- 
ation, linking Malaysian Chinese with the 
same family names; to a dialect or provin- 
cial organisation such as the Hokkien, 
Cantonese or Hakka, pulling together in- 
dividuals with ancestral ties to the same 
area in China, and to a special-interest 
group such as one of the many alumni or 
old-boys’ associations. 

Estimates of the total number of these 
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plunged to just M$8.7 million last year. 
Per-share earnings weakened from 6 M 
cents to only 2.1 cents, and after paying 
out 5% in 1980 gave no dividend last year. 

Inevitably the company’s reputation as 
a glamour stock has also suffered. The 
counter was listed on the Kuala Lumpur 
board only on January 11 —a date chosen 
for its astrological significance — and 
reached M$4.92 on the first day. Since 
then, though, an early decline has turned 
into a nosedive. Amid heavy trading in 
Multi-Purpose — which saw 33 million 
shares changing hands in the first six 
months of 1982, more than any other 
counter — the share fell to a low of 
M$1.99 by the third week of July. DEB 
minorities, offered the choice between 
cash and shares in their new parent com- 
pany, went overwhelmingly for the 
money. The ownets of only 131,000 shares 
opted for Multi-Purpose stock, against 
26.4 million for the cash. 

Multi-Purpose's takeovers have 
brought political problems as well as fi- 
nancial troubles. In April last year, Datuk 
Suhaimi Kamaruddin, head of the youth 
wing of the United Malays National Or- 
ganisation, dominant partner of the Na- 
tional Front, attacked the proposal to take 
a majority stake in UMBC, claiming it 
“would threaten peace and security” by 
replacing bumiputra-owned Pernas (with 
30%) as the major shareholder by 
Chinese-owned Multi-Purpose. The con- 
troversy reached as far as Prime Minister 
Datuk Seri Mahathir Mohamad's office, 


various Chinese organisations range up to 
4,000 or more. The Directory of Chinese 
Guilds and Associations in Malaysia lists 
some 2,000 of them throughout the coun- 
try, of which nearly 200 can be clearly 
identified as guilds or trade associations 
and another 50 as Chinese chambers of 
commerce. In Selangor alone, the 
Chinese Assembly Hall (an umbrella 
grouping of associations in the state) 
reckons there are some 300-400 com- 
munal bodies and among them perhaps 
100 or so business groups. 


mong such a large number of econo- 

mic institutions, some are bound to 
have only limited influence. The Chinese 
Aerated Water Association of North 
Malaya, the Penang Washermen’s Guild 
or the Chinese Sauce Trade Association of 
Penang and Port Wellesley, for example, 
clearly operate in a closely circumscribed 
arena. 

Others, like the All-Malaya Chinese 
Mining Association and the Furniture 
Manufacturers’ and Trades Federation of 
Malaysia obviously have a stronger grip in 
their different industries nationwide, 
though observers say that even these 
larger guilds’ strength is waning. Chinese 
tin-mine owners, for example, are concen- 
trated in the ailing gravel-pump sector, 
while the larger manufacturers by-pass the 
Chinese guilds and chambers of com- 
merce and join the multi-racial Federation 
of Malaysian Manufacturers instead. 
Younger businessmen, too, tend to shun 





ay 


eventually resulting in a compromise solu- 
tion last October whereby each would 
have a 40.68% stake and equal represen- 
tation on the bank board. . 

Just a month later, though, Suhaimi 
launched a similar attack against the DEB 
deal, which he said was “obviously against 
the New Economic Policy" as it left 
bumiputras with a minority stake. А 2 
the dispute went up to Mahathir's office: 
The solution, announced in April, was 
that the new Pegi Multi-Purpose joint ven- 
ture controlling DEB would have to raise 
the bumiputra interest to 50% once the 
general offer was completed, up from 
37% at the time. 

Multi-Purpose itself could conceiyably 
be the target of attacks on its ownershi 
structure in future. Apart from the small 
number of bumiputras represented by the 
KSM shareholding, direct ownership by 
bumiputra individuals: comes to fewer 
than 600,000 shares. A first special issue of 
20 million shares to bumiputras, an- 
nounced in December by Tan, has still not 
even been formally proposed to the au- 
thorities. 

Of more immediate concern, though, 
will be Multi-Purpose's struggle for pro- 
fitability. Lee Loy Seng predicts “another 
difficult year" in 1982, perhaps “even 
more challenging than 1981." Profits, 
perhaps optimistically, are projected to , 
increase. After deduction of minority in- 
terests but before tax, Multi-Purpose is 
forecasting earnings of M$26 million this 
year, a 26% improvement on 1981. Qa 





the more traditional groupings. “When 
the older men pass away, it's not so easy to 
recruit the younger generation,” com- 
plains the Selangor Chinese Chamber of 
Commerce official. 

The political power of the various 
Chinese trade association is also often 
overrated, observers say. With their own 
members as politically divided as the 
Chinese community as a whole between 
the Malaysian Chinese Association 


(MCA), the Democratic Action Party 
(DAP) and Gerakan, the guilds and 
chambers disavow formal links with the 


| 
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Workers gather tin ore at a gravel-pump mine; packing the concentrate into bags: strong union grip now waning. 


parties but look to their “advisers” — who 
can be lawyers, accountants or politicians 
— to supply the bridge to the government. 

One, the Kuala Lumpur Hawkers' and 
Petty Traders' Association, has MPs from 
both the MCA (Tan Koon Swan) and the 
opposition DAP (Lee Lam Thye) as its ad- 
visers. Officials of communal organisa- 
tions claim the MCA has in the past tried 
to infiltrate some organisations directly, 
but without success. The party has now 
begun organising alternative "service 
centres," where disgruntled businessmen 
and others can take their problems direct 
to party activists. 

'The personal connections of the various 
presidents and chairmen of the Chinese 
trade associations are also said to carry 
less weight now in their dealings with the 
government. Before independence, the 
Chinese chambers of commerce had two 
nominees appointed to the legislative 
council, and in the years immediately fol- 
lowing independence in 1957, a small 
number of senators, too, represented the 
chambers. 

More recently, they claim their biggest 
political success came in forcing amend- 
ments to the much criticised Industrial 
Coordination Act (which sought to re- 
strict nominally "foreign," but in practice 
Chinese, entry into or expansion within 
business areas where the government 
wanted bumiputras — indigenous peoples 
— to achieve greater prominence), a vic- 
tory achieved in partnership with the 
Federation of Malaysian Manufacturers. 
The act, officials agree, is now “toler- 
able." Even the New Economic Policy 
(NEP) targets for redistribution of corpo- 
rate wealth among the different ethnic 
E now seems to be accepted by the 

inese: groups. “The Malays deserve a 
break,” comments Yap. “No one really 
has been driven out of business,” says the 
Selangor Chinese Chamber of Commerce 
representative. Although the government 
may be limiting the size of the slices, he 
continues, “the cake has been expanded.” 

Some community officials are less op- 
timistic about the future. They see the 
Chinese business community in the main 
standing still while government-backed 
bumiputra institutions expand and indi- 


vidual Malay businessmen prosper. With- 
out a broad effort to bring Chinese busi- 
ness practices up to date, they argue, the 
non-bumiputras will be hard-pressed to 
meet their 40% NEP quota by 1990. 

In response to these arguments, several 
guilds, trade associations and other com- 
munal groups have in the past two years 
decided to “corporatise” — raise capital, 
form registered companies and take ad- 
vantage of business opportunities that 
might otherwise elude the small Chinese 
businessman operating on his own. Al- 
together some 50 of these new corpora- 
tions have now been organised, often 
under the guidance of the Business Mod- 
ernisation Centre. 


hey fall into two main groups. The first 

consists of large holding companies, 
usually with a paid-up capital of around 
M$10-30 million (US$4.3-12.8 million), 
formed by the bigger communal groups. 
The Hainanese, Hakka and Hokkien 
dialect associations, for example, all ope- 
rate holding companies, and the Federa- 
tion of Kwangtung Associations is set to 
propose the formation of one at its annual 
conference next month. The Associated 
Chinese Chambers of Commerce and In- 
dustry has a holding company called 
Unico, and even the various state MCA 
organisations have begun to form corpo- 
rations in the past 18 months following a 
call from party headquarters to emulate 
the success of Multi-Purpose. The Perak 
state MCA now operates Peak Hua Hold- 
ings, with a paid-up capital of M$20 mil- 
lion, Johor runs Matang Holdings (M$10 
million), Selangor has Aik Hua Holdings 
(M$20 million) and Pahang MCA owns 
Pan Wa Holdings (M$20 million.) 

Most of these holding companies ope- 
rate investment portfolio funds as their 
main activity though some are moving 
more directly into large-scale business. 
Unico, for example, is developing land in 
Sabah for agricultural purposes, while 
Peak Hua earlier this year bought a 29% 
stake in publicly quoted Lien Hoe Indus- 
tries, a building materials manufacturer 
and construction company. Others have 
subsidiaries in areas such as leasing, credit 
and property. 





At the second level of *corporatisation" 
are a range of small companies and 
cooperatives formed by the less powerful 
guilds, like provision shop owners, vege- 
table growers, motorcycle dealers and 
foundry operators. These aim to pool 
members’ financial resources largely to 
improve marketing and wholesale buying. 
A taxi-drivers’ cooperative, to Бе 
launched next month, plans to introduce 
advertising on taxi roofs, cut members' in- 
surance premiums, lower workshop rates 
and even go into commercial activities 
such as housing projects at a later date. 

These new corporatised guilds and com- 
munal organisations face a host of prob- 
lems, however, not least the traditional in- 
dividualism of the Chinese entrepreneur. 
Some proposed holding companies are 
said to have had trouble raising capital 
among sceptical association members, a 
difficulty exacerbated as the country slips 
deeper into recession. Others have seen 
the value of their investment portfolios 
eroded as the stock exchange has weaken- 
ed, or their leasing activities shrink in the 
face of competition from specialist firms 
and a decline in the logging and construc- 
tion industries. 

The government's attitude can also be 
crucial. The companies registry, a division 
of the Ministry of Trade and Industry, is 
said to be refusing to register. a company 
formed by the Selangor and Federal Ter- 
ritory Motorcycle and Scooter Dealers’ 
Association, for example. Several holding 
companies are said to have reacted to the 
various problems by retreating into virtual 
inactivity. 

Community officials, stressing the need 
for professional management in the new 
companies, are at best cautiously optimis- 
tic about their chances. “Some of them — 
under capable leadership — might be suc- 
cessful," says the official of the Selangor 
Chinese Chamber of Commerce. Yap, 
who personally helped put many of the 
companies together, is less sanguine. 
“Out of the 50, 20 will probably fail,” he 
suggests, citing the experience of the 
many subsidiaries formed — and now 
being wound-up — by the state economic 
development corporations. 

— JEFFREY SEGAL 
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Results The consolidated redüits of Swire Properties Limited for ine Six months énded 30th June. 
Six node ended 
30th June . 


1982 
HK$m > 


634.5 














1981 
HK$m 


455.4 
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"Turnover 





















^." Operating profit: 


Property trading 170.9 199.8 
Property investment 74.2 64.7 
Total operating profit: 245.1 264.5 


Interest charges — net | 487 34.1 
Net operating profit MD 196.4 230.4 





Share of profits of associated companies 

















and joint ventures we 17.3 124. 
` Profit before taxation P 2137 2428 -— ` 
"Taxation | т MA © сайр; D ee RE 
Profit after taxation sooo 17598 0 1986 1820.1 
-Minority interests =) 44  . - 22 
Profit for the period . 7. co. 1769 2080 .— 1278179 
Preference dividend _ r : M кы 8.3 S ola 16.6 
Profit attributable to ordinary shareholders 176.9 194.7 T Er d | y - 801.3 


полшо. 


Earnings per ordinary share o s289€- 33.2% 
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Dividends rs rdinary share (89e. — 160€ 


















: Feci ol shares in issue to 612,036,542 of which Swire Pacific Limited owned 72.5% on that date; Earnings per share’ 
i; been calculated oF. reference to the number of ordinary shares in issue at 30th June 1982, as enlarged by the conversión a the prefer псе 


st in my ros ; 

which in any event included a. non-recurrent profit of HK$191.0 million on the sale of an investment property i 
` Sales activity is expected to increase as interest rates fall and when economic conditions improve and the < 
“placed to take advantage of better market conditions. 1.expect that the final dividend to be recommended by the direc 
-for 1982 will be not less than twice the interim dividend which will ensure that the total dividend for 1982 will be a за: 
` equal fo the total dividend for 1981: P 
A full interim report is being sent to all shareholders. 












DN | usn " | D.R.Y. Bluck 
.. . Hong Kong, 27th August 1982 ' Ер yet Chairman- 








: proj ect moving have 


talks to Manila about g 4 pa : security questions. 


x 2 The Philippine case would seem to have 
venture cement planti in the Phi li ippi mee added significance. Aside from the mili- 


| tary secrets associated with the two US 
Sacer doti and Leo Gonzaga military bases at Clark Air Force Base and 
e Soviet Union, long frustrated | by the end of August, but there has been | Subic Bay, indicati are that Soviet- 
mpts to gain any meaningful in- | no official word yet from either Soviet or | made weapons are coming into the hands 
foothold within Asean, has been | local. Ministry of Trade officials on the | of both Moro National Liberation Front 
her shot at establishing itself as | technicians’ schedule. _(MNLF) rebels in Mindanao and mem- 
investment partner. And, to If the scheme takes off — and that is a | bers of the New People's Army, the mili- 
е of many observers; the venue | very big if — it will be the first Soviet in- | tary wing of the Communist Party of the 
oposed venture is the Philip- | dustrial project in the Philippines and the | Philippines. 
€ United States’ staunchest ally | first substantial investment by Moscow While Philippine Government officials 
ve Asean countries. ` :| anywhere in the region since the vast and | acknowledge that they are highly sensitive 
"discussions in Moscow dur- | ostentatious projects built during the early | on security issues, they are confident no 
rly July visit of Philippine First | 1960s in Indonesia during the declining | insurmountable problems will arise. "We 
rs Imelda Marcos, Manila has | years of the late president Sukarno's Left- | are in a better position thàn the Malay- 
е Soviets the go-ahead to begin a | leaning regime. sians in this сазе,” said a spokesman for 
y and to start negotiating Ongpin. "We have a lot of ability and ex- 
icipation as a joint-venture part- he significance of the offer lies in the | perience when it comes to cement manu- 
million-tonne-per-annum ce- Philippine. Government's support for | facturing . . . so we.do not need as big a 
nt. This would be a significant in- | the project. Since 1979, the proposed ce- | group of Russians." The fact that the 
ver current annual output levels | ment plant has been one of the country's | Philippine project is planned fora small is- 
4.5 million tonnes, levels which | much vaunted 11 major industrial projects | land should make the security problem 
the Philippines to export cement. | (MIPS) . This programme is under Minis- | more manageable too. ; 
lly, this supplants the earlier as- | ter of Trade and Industry Roberto As envisioned, the plant will bé con-- 
nt of the project to a group which | Ongpin, who led the Moscow talks in July | structed оп Semirara island, south of Min- 
d the US-based Philipp Brothers | with Soviet economic officials. | — 7 ` Pu 
at one never got off the ground Soviet involvement has obvious politi- 
financial constraints on the | cal ramifications. None of the Asean 
ine side. Soviet involvement, how- | countries has been keen on the idea of 
= “a totally new ball game al- | streams of Soviet technicians and advisers 
^ according to a Philippine Gov- | traipsing around the countryside, and this 
ent ‘spokesman, as both the site and} is bound to be a ticklish negotiating point 
chnology involved are different from | when the Soviet team does show up in 
inal scheme. The agreement of the Manila. Malaysia's experience may be а 
worked out in Moscow calls for a | good example. There, officials have been 
i negotiating spasmodically for more than a 


































































board to build a plant to make medium-to- 
high-power diesel engines, has begged off 
for an unknown reason. No replacement 
| go ernment and by as has yet been chosen and the board has.not 
tners — ever since the programme was | decided whether to replace the German Roberto nip: admits a setback in the 
d in 1979. So there would appear | firm. project's timetable because of last year's 
е plenty of chances for a slip between The government has also scaled down | typhoon damage to tree plantations, the 
апа lip with the Soviet joint-venture | its targets in “alcogas” manufacturing be- | source of the raw material, 
nt project. For example, the govern- | cause the alcohol-petroleum mixture is The scoreboard thus far shows that con- 
ent has withdrawn initial commitments | costlier to produce than petrol itself and | struction is on schedule for the copper 
de to: vis a East and Hercules Far demand for fuel has been slowed by соп- | smelter and the. fertiliser complex of 
i i i servation and cost. constraints. For | Philippine Associated Smelting and Re- 
reasons of thrift and depressed markets, | fining Corp. and Philippine Phosphatic 
the government has also decided to ex- Fertiliser. Corp. respectively: — -both 
he aed tg were to ave pand and modernise existing steel and (L 
and Hercules. pulp-and-paper facilities instead of build- | Ph 
ynolds International Co. ofthe Unit- | ing new ones. it gine p Philippine Diesel 
ates wants assurances. Of relatively |. Meanwhile, President Ferdinand Mar- pappa Co: at Cavite, just south of Man- 
сар power supply from the govern- | cos has twice said that, in the face of the | edule. About to reach the 
ent’s National Power Corp. before | world market glut of steel, the Philippines is the plant of United 
ndertaking its assignment — a proposed | would be better off importing steel instead | Cocochei e cal Co. in Batangas, also just 
minium smelter. West Germany's | of producing its own. And on pulp апа || M i 
MAN group; assigned by the investm ; Trade апа Industr 























































NDC), a g 
poration ‘headed by Ongpin, would 
|. like a private company to take up the joint 
venture with the Soviets, it is unlikely to. 
$ During the bidding for the original ce- 
a ment project — planned to be built at 
- Malaconan in the south of Negros island 
io the three local firms contending to be- 
+ tome a joint-venture partner were from 
the Ayala group of companies, the Herdis 
Group of so-called crony of President Fer- 
;coditiand: Marcos Herminio Disini and the 
| ultimate winner of the bid; Negros Ce- 
|... ment Corp., a subsidiary of Construction 
| and Development Corp. of the Philip- 
pines (CDCP), at the time fully controlled 
_ by ‘another Marcos crony, ~Rudolfo 
24 Cuenta. © 
.; The Negros-Philipp Brothers scheme 
‘came to nothing after the 1980-81 financial 
c ensis caught CDCP with its liquidity 
"down; Since then, NDC has : absorbed 
large amounts of CDCP equity. Thus the 
^ CDCP is an unlikely candidate this time 
. around to become a partner in the Soviet 
"project. The Herdis Group would have 
likely partner. as it had control of a 
ES oject on Semirara. But Herdis too 
.. hasbeen substantially stripped of assets by 
the NDC as a means of salvaging the 
group solvency. Опе of these assets was 
the Semirara coal interest. 















2 Sources say neither the government nor: 
» ` Ayala would be interested in the Zobels 





and logistically. As a gove 


pines’ first cement plant in Cebu before 


World War II. And it controls Semirara’ 


Coal, a power source for the cement plant. 


he coal project itself is actually 
an MIP designed to fuel cement pro- 
duction. The three-pronged programme 
began in 1980 with the shift from 
oil-fired to’ coal-fired power sources, 
a restructuring which is expected to 
be completed in December. The second 
phase beginning in January 1983 is the re- 
habilitation and modernisation of some 17 
private (and relatively small) -cement 
plants — 11 sitüated in Luzon and the rest 
in the Visayas and Mindanao. Only then 
will the third phase — expansion of the in- 
dustry — be undertaken so as not to 
swamp private manufacturers. The Soviet 
project is due during phase three, planned 
to be completed by 1985. The government 
hopes construction can begin as early as 
next year if negotiations 
smoothly. 
The shape of the Soviet contract is still 
anyone’s guess. But according to the gen- 


eral agreement in principle worked out in: 


Moscow there will not be a Soviet equity 
stake. More likely, there will be financial 
assistance, either on a bilateral aid basis or 
more likely i in the form of supplier credits 
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_ Indonesia is likely to charge less for its oil, 
` sparking fea rs of a regional price-cutting war 


By Susumu Awanohara 
v gore: Indonesia seems to be on the 
int of cutting the prices of its crudes. In- 
7 ormed oil traders here and in Singapore 
- are convinced that a new round of reduc- 
кү - tions is just around the corner. This is de- 
_ Spite dénials made recently by the Minis- 
- ter of Mines, Subroto, and by Joedo Sum- 
— bono, president director of the state oil 
ee Pertamina, that any cuts are 


y 
А deo Most market observers predict that the 
` pri ce euts will not be sufficiently large to 
1696 stagnant sales, though some antici- 
- pate deep cuts. The forecast move is seen 
- asdefensive, designed to prevent a further 

drop in sales to major markets, notably 
. Japan. 

One theory is that given constraints im- 
posed by Opec, of which Indonesia is a 
member, the price cuts will have to be 
minor. For example, Minas crude, which 

. accounts for almost 50% of Indonesia's 
crude exports and is now priced at US$35 
Э per barrel, cannot become cheaper than 
: (Arabian light crude, selling at US$34, 
ve n the specifications of the two crudes. 
it seems likely that the price of Minas 
. will come down by less than US$1— prob- 
ably no more than 20-30 US cents, though 
M _ other crudes, particularly the more expen- 
‘sive and lighter ones, may face sharper 
cuts of more than US$1. 
Some sources argue, however, that re- 
ductions will be made on all of the 20-odd 
crudes Indonesia sells on world markets, 
and will range between 40 cents and US$4. 
These sources add that most of the crudes 
will be cut by 50 cents-US$1.50 per barrel, 
with the prices of relatively more over- 
Bains lighter crudes dropping by larger 





29 who buy about 60% of 
| Indonesian crude exports and who have 
| pleaded for price reductions for many 

months (REVIEW, Apr. 2), are welcoming 
the apparent Indonesian decision. The 
two Japanese joint ventures with state-run 
oil company Pertamina, together taking 
nearly half of Japan's crude imports from 
Indonesia, have pressured the Indonesian 
side, arguing that its crudes were becom- 
ing relatively expensive after recent price 
realignments in world markets. They 
‘stressed that despite this, and despite the 
_ fact that Japan's total crude imports have 
dropped by about 10% for two years run- 
ning, the Japanese have tried to keep re- 
ductions in purchases from Indonesia to a 
minimum. 

As a result, Jakarta's share of total Ja- 
anese crude imports rose from 13% in 
scal 1978 (ended March 1979) to 15.8% 

in fiscal 1981. The Japanese also admit 
that Indonesia has become a reliable and 
understanding — and hence a preferred — 
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supplier. But they could not continue buy- 
ing the Indonesian products at going 
prices, they say, at a time when the world 
oil glut was making available to them com- 
parable, or even superior, crudes at lower 
prices. 

The structure of demand for oil pro- 
ducts in Japan has changed rather rapidly 
to the disadvantage of heavier crudes, in- 
cluding Indonesia's, the Japanese add. 
Demand for higher distillates (so-called 
“light end" products, mainly for transport 
and household purposes) has continued 
to rise at a modest rate but products for in- 
dustrial use, particularly “heavy-end” fuel 


Subroto: public denials. 


oils, have suffered major drops in de- 
mand. 

The latter is caused by the slump in the 
energy-intensive basic industries and by a 
rapid switch to alternative sources of 
energy such as coal and liquefied natural 
gas in these industries, which include 
chemicals, cement, steel and pulp. The 
power industry — another major user of 
fuel oils — has also shifted to alternative 
energy sources. 


hen refined, heavy crudes normally 
produce a high proportion of heavy- 

end products. Given Japan's demand 
structure, calling for a high proportion of 
lighter products, heavier crudes tended to 
be the marginal sources of supply to start 
with. Now that tendency has been rein- 
forced. But in the long run, the scarcity 
and higher cost of lighter crudes is ex- 
pected to force Japan to use more and 
more heavier crudes, building additional 
facilities to process them to meet demand. 
The Japanese have also told Jakarta 
that their refineries, which take more than 


==„ چچ 


Pereo ҮЛҮ” ғ 

90% of total crue linport — the rer remain- 
der is delivered directly to power com- 
panies for crude burning — are in deep fi- 
nancial trouble. In the half year Bia 
September 1981, the 10 major Japanese 
refineries togeth peram à record opera- 
tional loss of ¥325 billion (US$1.27 bil- 
lion). Only one of the 10 posted an opera- 
tional profit. 

This record was attributed to the re- 
fineries' inability to raise product prices, 
exchange losses due to a decline in the 
yen-US dollar exchange rate and the 
added financial burdens resulting from in- 
creased stocks and higher interest rates. 
The refineries' position is thought to have 
improved in the six months to March 1982 
because of the general decline in the price 
of crude imports and the effects of produc- 
tion cuts. But for fiscal 1981 the 10 major 
refineries are estimated to have suffered 
an overall operational loss of ¥260 billion. 

Against this dismal background, the Ja- 
panese say a small reduction in In- 
donesia's crude prices will only marginally 
reduce the refineries' losses. Nor can it be 
expected to boost Indonesia's sales to 
Japan or to lead to price cuts in refined 
products which might stimulate further 
demand for crude oil. 

But the Japanese emphasise the 
psychological factor: Jakarta's price cut 
will be taken as compliance with Japanese 
requests. Thereafter, the Japanese are 
likely to try a little harder to honour their 
purchase commitments. The bulk of Ja- 
panese purchases are made through an- 
nual contracts but commitments are now 
lagging. Given the importance of main- 
taining good relations with Indonesia, the 
Japanese are likely to do their best to 
maintain the current level of purchases 
when next year's trade is discussed late in 
the year. 

Most observers feel Indonesia does not 
expect to see a jump in sales after the price 
cuts. Rather, it is to stop the rapid decline 
in sales that Jakarta decided on the pro- 
posed move, possibly also prompted by 
the consideration that Opec seems to be 
breaking up. According to latest Bank In- 
donesia (central bank) figures, In- 
donesia's crude exports during January- 
June 1982 amounted to US$4.94 billion, 
down 33.1% from the corresponding 1981 
period. 

Some experts argue that Jakarta is mak- 
ing the wrong move because the price cuts 
will not increase sales and will only result 
in a loss of foreign-exchange revenue. 
Others say Jakarta has no choice because 
if it maintains current prices, sales will 
drop further. There is also fairly wide- 
spread concern that Indonesia’s action 
will only induce price cuts by its com- 
petitors (China and other regional oil pro- 
ducers), thus precipitating a price war and 
nullifying any immediate price advantage 
Indonesia might enjoy after the reduc- 
tions. This might not prove the case with 
the Japanese buyers. Although they admit 
to being forced to be more than normally 
sensitive to prices, they tend to take a 
long-term view and are not likely to take 
action which may boomerang on them 
later. ш 
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Prime Mover. 


Behind the dynamic growth of 
IBJ the Japanese economy is the 
@ foresight and innovative spirit of 
the country's banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main banker to Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 
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As a means of seeing the world 
cheaply and conveniently, group tours 
are very popular. 

Unfortunately, with most of 
them youre tied to the group. So the 
opportunities of being treated like 
an individual are rare. 
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Thais Royal Orchid Holidays on 
the other hand, are uniquely different. 

With us you get all the benefits 
of group travel, without having to 
travel in a group. 

We give you the flexibility of 
travelling and staying where you want 
to, when you want to. 

And as we now have Royal 
Orchid Holidays in Europe as well as 
Asia, theres an even bigger selection 
for you to choose from. 

See your travel agent for the 
brochures now. 

And enjoy the advantages of 


group travel without ga E 
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Your organization will benefit 
with NCR Computer Power 
in your hands, too. 
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iat — one of the world's leading in- harvesters for use in hilly country. 
justrial firms. Hesston. A pacesetting company in 
"ounded in Italy in 1899, its products the field of fodder harvesters. It is 
ire the fruit of research and practical mainly engaged in the design and 


xperience, and are now marketed in manufacture of agricultural imple- 

ments, such as mower-conditioners, 
haymakers, fodder harvesters, win- 
drowers, ro- 





nore than 150 countries. 


"he Fiat Group is divided into 10 oper- 
ating sectors. 
One of which 
comprises Fiat 
Trattori. 














tary 
mowers, 
balers, beet | 
Fiat Trattori — harvesters, 
at the service Laverda. One of Europe's biggest cotton 
of agriculture. makers of harvesters. The leading. harvesters, 
The company manufacturer of rice harvesters. liquid man- 
comprising: Present in over 40 countries. ure spread- 
Fiat Trattori. Its harvest- ers, cultiva- # 
Эпе of the world's leading manufac- er range tors, back- Ф А 
EC S зар. extends hoes, tillers, and snow-plowers. 
10% of all tractors constructed in the from 70 up ; T ; 
Western world are made by Fiat. to 240 HP E ا ی‎ DIU M 
-jat Trattori leads the world in the These ma- H 
: \ agricultural development schemes 
nanufacture of four-wheel drive chines can with various government offices in 
Tactors and of agricultural crawlers. be suitably different countries 
ts range consists of over 60 models converted ' 
'rom 30 up to 350 HP. for the 
)ver 70% of its output is exported to harvesting 
m than 90 и. of wheat, ог maize, rice, minor cer- 

e company is top of the European eals, legumes. - т 
;ales league. The range also in- Fi Jat Trattor 7 
The reliability of Fiat's tractors is de- cludes self-levelling FIIlA/T 
nonstrated by Р аш 
:heir presence on A " arm quip men world 
avery continent. F E t for the 

: Tractors, Combines, 
Harvesting equipment. 


For further information contact your local 
Fiat Trattori dealer, or write to: 

Fiat Trattori S.p.A. Direzione Commerciale, 
Corso Marconi 20, 10125 Torino, Italy. 
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Trust Oki technology to make your business extra efficient. Starting with an inclined front control panel that assures 

true al -angle desktop operating ease. State-of-the-art electronics transmit a letter-size document in just 

20-seconds for big line cost savings. Reproduction quality is superb, thanks to Oki's paper-saving thermal recording system. 
The OKIFAX 7800 is compatible with all CCITT G3 and G2 machines. You can also use this compact, lightweight 
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ok + uehallumged authori jg 
` There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 


Eastern Economic Review by an overwhelming 
majority! | 





ж nparalleled coverage! 
. Noother publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
. take our word for it. Ask the people you look up- 
. to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
. The overwhelming response will be the Far East- 
ern Economic Review! 


 xunequalled performance! 
since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 


present circulation of more than 56,000 copies 
per issue. 

















. No other publication in the region can match its _ 
performance. In fact the Review’s circulation has _ 
grown by a number larger than the total present 
day circulation of any of the publications which 
_ Started during the years in question. - 


_ A growing number of advertisers have taken full 
advantage of this impressive growth. The Revie 
has increased its ad page volume from 1 dS in 
1978 to 2,177 in 1982. | 


Advertisers know beyond question that the 
Review. reaches the highest concentration of - 
 Asia's most important people. And they know . 
that as an effective advertising vehicle, its perfor- D 
mance is unequalled. | 
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Companies active in international trade require a 
bank willing to go to great lengths to provide the scope 
and quality of services needed to compete effectively. 

Hypo-Bank is such a bank. Documentary credits, 
letters of credit, buyers' and sellers' credits, forfaiting, 
project financing - these are just examples of the com- 
prehensive service potential of one of Germany's largest 
universal banks with consolidated assets of more than 
DM 89 billion. 

But more than that, we have a service tradition to live 
up to. A reputation for royal client treatment dating back 
to 1835 when we were established in Munich by King 
Ludwig | of Bavaria. 

Through our network of subsidiaries (including 
Luxembourg), branches in London and New York, re- 
presentative offices, affiliates, partnership in ABECOR, 
and a mobile team of banking professionals, we offer 
services worldwide. 

For a fast introduction to Hypo-Bank's flexible ap- 
proach to international banking 
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D-8000 Munich 2 
Tel.: (089) 2366-1 
Tx: 05 286 525-27 \ 
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Rocky rod to recovery 


South Korea's export-geared economy starts a slow comeback 
from the ravages of world recession and the kerb-market scandal 


By Shim Jae Hoon 

Seoul: Like Hongkong's and Taiwan's, the 
export-oriented economy of South Korea 
is suffering from the impact of global re- 
cession. And after-effects from the mas- 
sive kerb-market scandal which shook 
South Korea earlier this year are still 
plaguing businessmen critically short of 
cash. But after recent modest reductions 
in United States terest rates, more and 
more business figures and government of- 
ficials here believe that the worst phase of 
economic trouble. may now be behind 
them. A set of statistics recently an- 
nounced by the government supports such 
cautious optimism. 

Economic Planning Board figures indi- 
cate that the South Korean economy grew 
by 4.6% in real terms in the first half of 
1982. With a slow recovery starting — 
helped by a series of business-stimulation 
packages including the housing-sector re- 
vitalisation plan — the first-half perform- 
ance is much better than the 2.9% growth 
in the corresponding period of 1981. 
Aided by good crops and better-than- 
average fishery output, the agriculture 
sector grew by 5.5%, albeit slightly behind 
the 5.8% growth in the first half of 1981. 
Reflecting the continuing recession, the 
manufacturing ^ sector, meanwhile, 
showed dismally low first-half growth of 
just 3% as against 5.4% for the same 
period last year. A significant turnaround, 
however, occurred in fixed investment — 
it rebounded to 10% growth after a 4.9% 
contraction in the first half of 1981. 

With most of South Korea's major trad- 
ing partners mounting stiff protectionism, 
the all-critical sector of merchandise ex- 
ports was severely hampered. As oil-dol- 
lar surpluses in the Middle East declined, 
so did South Korea's exports to Saudi 
Arabia and Iran. The Falklands conflict 
nearly wiped out Seoul's fledgling car ex- 
ports to Argentina. South Korea's slug- 
gish exports were not helped, meanwhile, 
by their ,deteriorating competitiveness. 
Such light-industrial items as , textiles, 
plywood and íootwear all performed 
poorly. The strong US dollar, weakening 
French franc and soft Italian lira slac- 
kened shipments to most advanced mar- 
kets. The only bright spot in the export 
picture was shipbuilding. This sector, to- 
gether with receipts from overseas con- 
struction, carried South Korea through a 
difficult period. 

At US$4.9 billion, first-quarter mer- 
chandise exports showed a mere 5.776 
growth. In the second quarter, the pace of 
export growth slumped to just under 1%. 
For the first time in two decades, the gov- 
ernment has had to accept the political 
humiliation of having to slash its export 
target for 1982 — from US$25 billion to 


FAR EASTERN ECONOMIC REVIEW e SEPTEMBER 3, 1982 


US$22 billion. The annual export growth 
rate, officials now worry, will be around 
6% compared to 20% in 1981. 

It is no doubt the worst year for South 
Korea's overall trade. Imports declined 
drastically. Grain and crude-oil imports 
both fell, with the overall commodity in- 
flow contracting by 5.1% in the first quar- 
ter and 9.3% in the April-June period. In 
July, overall imports declined by as much 
as 17% over the level a year ago. Imports 
in 1982 as a whole are expected to grow 
only by 1.9%, reaching around US$23 bil- 
lion. Among the contributory factors to 
the downturn have been the government's 
energy conservation measures. At US$2.9 
billion, first-half crude-oil imports showed 
a 12% decline. 

The government is now having to revise 
its gross national product growth esti- 
mate from 7% to 6%. In South Korea's 
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Motor manufacture: a blow from the Falklands. 





case, this is probably the minimum level in 
view of large-scale unemployment. Offi- 
cial figures say only 3.6% of the nation’s 
workforce is unemployed, but even that 


means more than 600,000 people are job- | 


less. 


ne bright spot is that, with imports 

down, the balance of payments has 
markedly brightened. Trade deficits have 
consistently declined since 1981 and the 
first- and second-quarter figures in 1982 
show further reductions, to US$451 mil- 
lion and US$283 million respectively. 
Meanwhile, helped by the overseas con- 
struction sector, invisible receipts remain- 
ed fairly strong in the first half of 1982. 
New contracts in the Middle East and 
Asean over the past six months totalled 
US$6 billion. At US$724 million, the cur- 
rent-account deficit during the first half of 


1982 showed a dramatic improvement —a 
drop from US$2.74 billion in the first six 
months of 1981. Now the government 
hopes to keep the deficit to about US$2 
billion by the end of the current year, com- 
pared to US$4.5 billion last year. 

Meanwhile, the South Korean won, 
which is pegged to a basket of major (trad- 
ing partner) currencies, depreciated by 

6% in the first half of the year. The gov- 
ernment is not expected to resort to 
another steep delaluation to improve its 
export competitiveness, however, as most 
South Korean firms, already under heavy 
domestic and external debts, prefer to 
strengthen their competitiveness through 
innovation and quality upgrading. “A 1% 
devaluation would add only 0.4% to our 
total export amount, but cause an extra 
US$250 million on our debt-servicing bur- 
den," remarked one senior official. Seoul 
this year must sdtvice about US$3.7 bil- 
lion in interest payments on loans. Added 
to this are crude-oil import bills of over 
US$6 billion. Thus, the impact on. the 
whole economy will be daunting. 

But most foreign bankers here agree 
that by December, the won will slide by 
around 8% over its level at the start of the 
year. The won was considerably weaken- 
ed in July by the eruption of the so-called 
kerb-market scandal. The July 3 an- 
nouncement that all 
bank depositors would 
be required to give their 
real names, as on their 
passports, from mid- 
1983 frightened the 
kerb-market money len- 
ders, who switched to 
buying US dollars and 
gold. Releases of gold by 
the central bank — the 
Bank of Korea — effec- 
tively countered that 
trend, but the black-mar- 
ket rate of the US dollar 
still remains high at Won 
840, as compared to the 
official floating rate of 
Won 740. 

The government's 
crackdown on the kerb 
market has resulted in a 
temporary halt to the 
tight credit policy. However, the broadly 
defined money supply in August rose by 
32.5%, over the level at the end of last year, 
causing the central bank to stop any more 
loans for the time being. Officials are ор» 
timistic about controlling inflation. The 
government has declared that monetary 
policy will be flexibly operated, meaning it 
will not be bound by the previously set cei- 
ling of 25% growth in M2 money supply. 

The brightest spot in the South Korean 
economy is on the price front. To shore up 
the official economic stabilisation policy, 
wage increases have been kept below the 
10% per annum level — the lowest in re- 
cent years. As compared to a 10.4% in- 
crease in the first half of 1981, the 
wholesale price index has so far risen by 
only 1.6% in the same period this year. 
The government's whole-year forecast is 
5-6%, but independent economists say it 
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will probably be around 8%. Even so, the 

overnment should be finally bringing in- 
ation under control for the first time 
since 1965. 

Proposed cuts in corporate taxes begin- 
ning in 1983, together with a large reduc- 
tion in interest rates (announced in June), 
are breathing new life into the highly- 
leveraged South Korean corporate sector. 
After abolishing the so-called policy- 
oriented loans, which carry preferential 

. rates, the government has begun using 
credit allocation to favour companies 
which promote efficiency, innovation and 
research and development. 

Thus many export-oriented companies 


are returning to the TRE market, en- | EPA’S research bureau, explained that 


couraging competition. Under the impact 
of recession, investment s still at à low _ 
level, but the composite busipess,(activi- 
ty) index is slowly. inching up again, 
perhaps helped by a small improvement in 
purchasing power generated by an in- 
crease in the real income of wage earners. 
In April, the industrial production index, 
led by cement, refrigerators and clothing, 
showed a 2.6% increase. Shipments of 
those goods are also rising, but inventory 
levels of colour TV sets, sugar and other 
industrial items rose, showing that vital 
sections of the South Korean economy are 
still having a hard time recovering. 


A blank white paper 


The Japanese Government's latest economic report 
fails to come to grips with the country's ills 


By Mike Tharp 

Tokyo: Japan's 36th annual economic 
white paper for the fiscal year ending 
March 31, 1983 advocates relatively high 
growth rates for the next few years to sup- 
port domestic housing construction and 
urban development projects. But while it 
addresses the internal and external factors 
that have dampened Japan's recent per- 
formance, it fails to suggest specific 
policies to cope. with the nation's 
economic problems. 

Prepared by the Economic Planning 
Agency (EPA), the report was approved 
by the Japanese cabinet on August 20. 
EPA director-general Toshio Komoto, a 
former company president and earlier an 
outspoken supporter of immediate 
stimulative measures, presented the white 
paper in cautious terms, however. “It is an 
important task for Japan to further ex- 
pand domestic demand and utilise the effi- 
ciency of the economy in improving the 
standard of living," he said. 

But he stopped short of repeating his 
previous calls for reflationary measures to 
spur domestic economic growth. Instead, 
he warned against *hasty pump-priming 
actions," such as expansive fiscal and 
monetary policies, at a time when the Ja- 
panese Government is trying to reduce 
spending across the board. 

Komoto's caution is reflected in the 
white paper. The major theme of the first 
section describes sluggish business trends 
in Japan and what caused them. The paper 
mentions three salient features of the pre- 
sent business cycle in Japan: 

» Although the decline in business ac- 
tivity has been fairly slight, the time 
needed for adjustment has been longer 
than expected. Я 

» There are conspicuous discrepancies 
in performance among different industrial 
sectors and among individual companies 
and wide variances from region to region. 

> Dwindling world trade and high 
United States interest rates have hurt 
Japan's economic growth and will con- 
tinue to do so. 

The paper points out that the Japanese 
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economy began to recover last autumn, 
but it was a weak resurgence, marked by 
unusually sluggish domestic demand. In 
particular, it cites housing investment and 
capital equipment investment by small 
and medium-sized enterprises as two 
areas that have suffered from low or no 
improvement. And it warns that exports, 
which accounted for more than 75% of 
Japan's growth over the past two fiscal 
years, will continue to remain sluggish. 

In recent years the Japanese Govern- 
ment has used public works outlays as an 
interim injection for job-creating pro- 
jects, and this fiscal year was no excep- 
tion. During the first half of the year, 
which will end on September 30, the gov- 
ernment decided to pump 77% of total 
public works allocations into the econ- 
omy. So far, that injection has not caused 
any noticeable growth in the domestic 
economy. 

Still, the government and white paper 
have failed to come up with other mea- 
sures that, in the short term, could spur 
growth. Conceding that the white paper 
"does not set out short-term measures," 
Hirokazu Hiroe, director-general of the 


| Komoto: a cautious approach. 


the goverfithent’s current attitude is “to 
assume a flexible economic policy by care- 


fully Watching various economic indices 


for some time to come.” Some economists 
have claimed that Japanese domestic de- 
mand has reached saturation point and 
that Japan can live with slow economic 
growth, but Hiroe and the white paper dis- 
sented from this view. 

In perhaps its only solid policy recom- 
mendation, the white paper proposed a 
land-use programme and regulation of 
land use, and it suggested that landowners 
and others benefiting from development 
“bear appropriate shares of the burden.” 
One way to do that, it added, would be to 
move capital gains into the public sector 
through the taxation system. “Our dis- 
torted income-tax structure, which has not 
been corrected for many years, must be 
straightened out,” the paper said. 

Early this year. the EPA, which is a 
cabinet-level agency of the Japanese Gov- 
ernment, issued a forecast of 5.2% for 
Japan’s real gross national product growth 
this fiscal year (compared with 2.7% in fis- 
cal 1981). Even then the estimate was 
criticised for being unrealistic. In the first 
calendar quarter, GNP grew 0.8% over 
the previous quarter, an annual rate of 
3.3%. Hiroe conceded that there had 
been little or no improvement in the sec- 
ond calendar quarter. 

Daiwa Securities Research Institute's 
fiscal year estimate is for 2.9% real 
growth, and the Industrial Bank of 
Japan's research department agrees that 
growth will fall below 3?5. One of the 
most pessimistic economists is Munemichi 
Inoue, manager of Marubeni Corp.'s 
economic research section, who forecasts 
fiscal-year growth at 1.5-2%. “We need 
some kind of commodity to trigger ex- 
ports," he said, “but what troubles me 
most is that I cannot find such a trigger for 
exports during the next two or three 
years." 

In its absence of specific short-term po- 
licy options, the white paper reflects the 
Japanese Government's inability, uncer- 
tainty or unwillingness to do much about 
Japan's stalled economic growth. The pre- 
sent report's value lies elsewhere, in its 
analysis of the structural background that 
affects policies. It suggests, for instance, 
three features to ‘be considered in for- 
mulating any economic policy 

» Japan's -économy far exceeds the 
economy ofany other advanced country in 


its elastici id adaptability. 
» The n ar that the choice of fu- 


ture policies in Japan will have a great im- 
pact on the world economy. 

» National security does not only mean 
to prepare for “a rainy day" but to make 
every effort not to have a rainy day. 

Even its analytical value failed to im- 
press some Japanese, however. The 
Mainichi Shimbun said in a recent edito- 
rial: “The white paper is no morethan an 
edition packed with economic rules and 
principles. Nobody can rule out the possi- 
bility that a government white paper will 
fail to arouse the interests of the Japanese 
public some day." 
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Take ari eht 


at the жылш у island. 


Do you have business in the Pacific? If the answer is "yes" you've 
come to the right place. We're Bank of Hawaii, and we know our way 
around the Pacific — one of the most complex and diverse areas on 
earth. Whether you want to transfer funds in Hong Kong or open a 
letter of credit in Saipan, you will get the service you need from Bank 
of Hawaii, the Pacific experts. 

If the Pacific is important to you, you're important to us. 
Wherever you go, from Guam to Hong Kong, there's a good chance 
Bank of Hawaii is right there. So, if you're looking for directions in the 
Pacific, call Bank of Hawaii. 


4h Bank of Hawaii 


Hawaii Financial Corporation (Hong Kong) Limited 
A WHOLLY OWNED SUBSIDIARY OF BANK OF HAWAII 


St. George's Building, Ice House Street, Hong Kong. 
Telephone: 5-210107 Telex: HX 63679BKOHHX Cable: BKOFHAWAII 


Representative Offices: Manila— Citibank Centre, Paseo de Roxas, Makati, Metro Manila. 
Tokyo— Yurakucho Building, 10-1, Yurakucho 1-chome, Chiyoda-ku. Hong Kong— St. George's Building, Ice House Street. 
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INDUSTRIAL RELATIONS 


Victim of revolution 


The much-bombed Bandar Khomeini petrochemical 
project in Iran is embroiled in further conflict 


By Mike Tharp 

Tokyo: Continuing fighting in the Iran- 
Iraq war spells further delay and more 
trouble for the ill-fated Japanese-Iranian 
petrochemical joint venture at Bandar 
Khomeini, but the disgruntled partners 
seem ready to resume their next round of 
negotiations soon. The two sides — the 
Iran-Japan Petrochemical Corp. (IJPC) 
representing the Mitsui group and Iran's 
National Petrochemical Co. (NPC) — 
have not met since June when they held 
the fourth set of talks since the latest 
round of negotiations began in July 1981. 
But sources close to Mitsui and the Japan- 
ese Government suggest the fifth meeting 
will be held shortly. 

For more than two years, the central 
issue has remained the same: the Japanese 
side wants to get out of the project as a 
50% shareholder, while Iran insists on 
IJPC staying as its full partner. IJPC and 
Mitsui maintain that, for various reasons, 
the original feasibility of the entire project 
has been nullified and that they cannot im- 
plement the terms of the 1971 basic agree- 
ment. p’ 

Publicly, at least, the Japanese say they 
are willing to provide what IJPC president 
Karoku Yamaguchi calls “the necessary 


cooperation" to complete the project — , 


but only if Iran assumes responsibility for 
all future funding and risk as a national 
project of Iran. “Our basic starting point 
was and is that it is impossible for IJPC to 
continue this project as a private enter- 
prise, and we will not provide any more 
capital," Yamaguchi said recently. “We 
don't really want to scrap the project, 
which was 85% completed at one point.” 

Iran has made the project a symbol of its 
Islamic revolution, and Teheran officials 
still believe Bandar Khomeini could lead 
to the country's economic self-sufficiency 
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in many areas. They disagree with the Ja- 
panese contention that the 1971 basic 
agreement must be discarded and a new 
framework negotiated before the project 
can proceed. The Iranians are also reluc- 
tant to shoulder all future financial bur- 
dens. 

After insisting for some time that IJPC- 
Mitsui pursue the petrochemical project 
along initial agreements, Japan's Ministry 
of International Trade and Industry (Miti) 
has swung round to supporting the IJPC 
view that the project, as originally plan- 
ned, can never be a commercial success. 
Miti, the Ministry of Finance and the 
Economic Planning Agency — which 
supervises export credit insurance for 
failed industrial projects overseas — also 
do not want to subsidise Mitsui for any 
losses it may incur. So far, Mitsui has not 
formally applied for export insurance. 

Japanese private-sector officials and the 
government alike have argued that speci- 
fic settlements could not be hammered out 
until on-site inspection by Japanese en- 
gineers and technicians could determine 
the extent of damage at the complex, in 
west-central Iran near the Gulf. 


he complex has been bombed six times 

since the Iran-Iraq war began in Sep- 
tember 1980, and IJPC officials say dam- 
age has been severe there and at the Aba- 
dan refinery, which was expected to pro- 
vide naphtha for the petrochemical com- 
plex. (There has been no indication that 
recent fighting has resulted in-more dam- 
age to the Bandar Khomeini site.) In late 
May, as the war of attrition dragged on 
with few outright battles, prospects im- 
proved for on-site inspection to lay the 
groundwork for its reopening. But the re- 
newed fighting dashed those hopes, and 
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the fifth round of talks, whenever they are 
held, will deal mainly with who pays how 
much for what. 

Since Japan sent five teams to Iran in 
1968 to conduct feasibility studies, the cost 
of the project has ballooned. The original 
cost was estimated at ¥130 billion 
(US$510 million), but it rose to Y 550 bil- 
lion in 1975 and ¥730 billion in 1979. In 
June 1981, Yamaguchi estimated the total 
construction cost would be ¥1 trillion, as- 
suming the war were to end by July 1981. 

Since then, bomb damage, interest 
costs, personnel expenses and inflation 
have added even more to those estimates, 
"A substantial amount of capital will be 
necessary to repair the facility and return 
the site to its 85%-completed status," 
Yamaguchi said in June this year. “It is im- 
possible to consider future construction 
costs on the basis of the pre-suspension 
status, and we strongly feel the entire ori- 
ginal feasibility of the project has thus 
been nullified." 

The Japanese side claims it has paid a 
total of ¥310 billion so far. Earlier this 
year, Iran agreed to pay some of the addi- 
tional costs, but the negotiations have 
bogged down over the precise meaning of 
“additional costs.” There have also been 
recent reports that Iran remitted ¥12.1 
million in repayment of loans and interest, 
which fell due August 10, to a consortium 
of Japanese banks, including the Export- 
Import Bank and 20 private banks. 

IJPC says loans it has made, one of five 
sources of loans for the project, have in- 
terest payments running at ¥10 billion a 
year. It wants Iran to consider those in- 
terest payments as part of the funds 
necessary to complete the project and to 
bear their cost, but Iran has balked. Iran’s 
NPC has threatened several times to seek 
cooperation from Romania, Czecho- 
slovakia or other East European countries 
to complete the project, but the Japanese 
dismiss these efforts as “bizarre,” in the 
word of a Miti official. 

Although the project's 300,000-tonne 
annual capacity for ethylene and other 
products is not considered to be particu- 
larly large within the industry, its capabil- 
ity to produce 13 different products from 
13 different plants at the complex made it 
commercially attractive. Because of that 
capability, Yamaguchi claims that “only 
Japanese engineers and Japanese techni- 
cal specialists can complete the project — 
no other country can complete it." 

Yamaguchi says he personally wants to 
pursue the project to its completion and is 
willing to have IJPC act as a subcontractor 
for Iran. But depressed demand globally 
for petrochemical products makes it 
highly unlikely that Bandar Khomeini, in 
its original form, could ever operate pro- 
fitably. One solution would be to abandon 
part of the project and reduce its scale, but 
it remains unclear whether that is either 
technologically possible or politically ac- 
ceptable to Iran. "If Iran regards this pro- 
ject as its first-priority project after the 
war, they will accept Mitsui's proposal," 
suggests one Miti official. *If they don't, 
they will simply let it become scrap in the 
desert." Шш 
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; i The old order changes not 


he New International Economic Order 

(NIEO) whose rhetoric was ceremoni- 
ously launched by the Group of 77 de- 
veloping countries at the United Nations 
in 1974. was stillborn. The Brandt Com- 
mission report, North-South: A Pro- 
gramme for Survival, was its swansong. 
Then it was unceremoniously buried by 
the North-South summit in Cancun, 
Mexico, 

The REVIEW observed that “the Mexi- 
can meeting of rich and poor nations did 
not disappoint those who expected little to 
come from it," and the London Financial 
Times said in an editorial that “most im- 
portant of all . . . the developing countries 
may be moving away from the grandiose 
ambitions of the New International 
Economic Order." The Guardian of Lon- 
don said last year that a CIA report to the 
American UN delegate found the de- 
veloping countries now “appear ready to 
compromise their utopian plans for re- 
structuring the world economy,” Quite so, 
except that these ambitions (or, more ac- 
curately, rhetoric) which the South raised 
at the UN in 1974 under the euphoria of 
the then recent oil price increases were in 
fact quite modest; and in reality, they had 
already died, 

The centuries-old international 
capitalist economic order survives and as 
it passes through one of its periodic crises, 
threatens the survival of part of mankind. 
Beyond the crises in the North and South, 
and in their relations with each other, this 
old order and its crisis also pose far-reach- 
ing problems to the East and West in the 
realignment of their relations. 

Production in the planned socialist 
economy of Poland declined by 14% in 
one year and then came to a virtual 
standstill. The declaration of martial law 
against a labour movement and non-offi- 
cial trade union that wraps itself in the 
mantle of the Roman Catholic Church and 
the flag of age-old Polish nationalism to 
demand worker control and democratic 
liberties evoked emergency meetings of 
Nato, lest the Soviet Union intervene, and 
of Western bankers, lest Poland default 
on its US$28 billion foreign debt. 

"The West must help Poland," stated 
the Financial Times, but mostly to save 
the bankers' money. Indeed, the East 
European economies, including that of 
the Soviet Union, generally have achieved 
only half and sometimes less of their in- 
tended economic growth during their 
1976-80 five-year plans. Czechoslovakia, 


Andre Gunder Frank is professor of development 
studies at the University of East Anglia in England 
and the University of Amsterdam in the Netherlands. 
He is author of Capitalism and Underdevelopment in 
Latin America and World Accumulation 1492-1789 
and recently of Crisis: In the World Economy, Crisis: 
In the Third World and Reflections on the World 
Economic Crisis. 
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Yugoslavia. and Romania are facing 
economic crises approaching that of Po- 
land; while Romania and Hungary have 
turned to the capitalist World Bank and 
International Monetary Fund for mem- 
bership and help. 

So have socialist Vietnam and China in 
their economic and political crises, which 
were aggravated by their 1979 war and the 
threat of another one, In response the 
Chinese opened the door to free-market 
employment and encouraged trends to- 
wards private enterprise. China and Viet- 
nam separately moved again to privatise if 
not the ownership then at least the man- 
agement and working of, and fruits from, 
the land. 

In the meantime, in neighbouring Cam- 
bodia (or, more accurately, in Singapore) 
the three Cambodian opposition forces of 


- 


edt 
Martial-law protest in Poland: far-reaching problems. 


the formerly ultra-"socialist^ Khmer 
Rouge, Prince Norodom Sihanouk and 
the ultra-right formed an alliance to com- 
bat Vietnamese “imperialism” in the 
name of Khiner nationalism. The Khmer 
Rouge declared outright that neither com- 
munism nor socialism are any longer on 
the agenda in Cambodia for this century. 
Are they anywhere else? What are, realis- 
tically speaking, the prospects for the 
foreseeable future elsewhere? 


T; answer these questions on any realis- 
tic basis and to account for recent deve- 
lopments, we must approach them from 
perspectives that reflect the really deter- 
minant structure and development in the 
world today. These are that we live in one 
world with a single worldwide economic 
system, and with a long history that influ- 
ences the present and continues into the 
future, developing according to objective 
political economic laws of its own. Like 
the physical laws of gravity and thermo- 


dynamics we- may seek their under- 
standing in order to manipulate them in 
our favour or partly to counteract them by 
learning to fly and to transform energy for 
human use..But we could not do so simply 
by trying to legislate these physical and 
political economic laws out of existence, 
or still less — at our peril — denying their 
very existence. A number of the vain 
hopes expressed or implied here amount 
to little more than such legislation, and 
will not disappoint those who expect little 
from this exercise. 

It is better to light a candle than to curse 
the darkness, better to try to throw even a 
dim light on the operation and structure of 
our world system in order to modify it than 
blindly to be its victims — especially in a 
period of world crisis. Its unequal struc- 
ture manifests itself in the North-South, 
East-West, urban-rural, capital-labour 
and other divisions and conflicts. Who oc- 
cupies which positions of dominance and 
dependence changes in a constant game of 





politico-economic musical chairs, but the 
structure itself and its inequality have re- 
mained remarkably stable over the cen- 
turies. 

Unstable or uneven in time, however, is 
the development process of this economic 
system and the speed of its motor force of 
capital accumulation and technological 
progress. Periods of rapid expansion are 
followed by others of relative stagnation 
and crisis in which the structure of in- 
equality is modified but not eliminated. 
These crises have developed when the 
previous expansions — as in 1850-73 
under Pax Britannica, in 1896-1913, and in 
1945-73 under Pax Americana — ran into 
bottlenecks in leading industries and the 
existing division of labour. 

Therefore, the division or organisation 
of labour and the inequality of the 
politico-economic structure have to under- 
go rapid qualitative transformations that 
take the form of widespread and deep- 
running economic, political, social and 
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pin 1913to 1940-45 ассы, 


he first case, by.the-rise of imperialism 

and the start of Britain's decline; and, in 

he second case, by two World'wars; fas- 
ism and socialist revolutions. 


other such major odd capitalist 

APA crisis of capital accumulation seems to 
have begun in the late 1960s, with the be- 
innings of the (so far only relative) de- 
line of American hegemony based on its 
failure to keep up with productivity 
growth in Western Europe (except Bri- 
tain) and Japan, the decline in rates of 


rofit and investment and other manifes- | 


‘tations such as those mentioned here. Un- 
employment in the West stands at 28 mil- 
Hon and is projected by the European 
Trade Union Confederation to grow to 35- 
n by the 1990s, generating 


` momentous social and political conse- 


-quences. Youth unemployment has. be- 


ome endemic and is threatening i to = I 


'a*lostg generation." 


igto Peking-Tokyo xis, 
incipient: emergence of a 
European entente. between Paris; Bonn; 
West and East Berlin, Warsaw and maybe 
even Moscow are telling manifestations of 
another major feature — structurally con- 
stant, but temporally changing — of the 
single world economic system. Political, 
unlike economic, power is not organised 
globally but by individual states and *in- 
ternationally" through the inter-state sys- 
tem of conflicts and alliances; while ulti- 
mate personal allegiance seems to rest in 
cultural, ethnic or national groups and re- 
ligious movements. 

However, there is no one-to-one re- 
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This announcement appears as a matter of record oni 


The- economic order of the day | 


rywhere is to reduce costs. of produc- 


shipbuilding’ and pe 
du the West and mo 


“militarist oppression of the population in 
‘the division of labour of the old interna- 
_ tional economic order. Even-its recently 
-most- revolutionary countries, such -as 
Nicaragua, Zimbabwe, Angola -or 


‘Mozambique, no longer aspire to leave ' 
nternational division-of labour or to . 


3 ge it Substantially. Nicaragua accepts 
he Somers’ debt and all the strings that 
th 


tising Marxist, ut asap tical one: he 
says һе пёейх South Africa; the Rhode- 


sian whites and multinational capital, but | 


not the land-reform he had promised. 

> The socialist” Bas m Poland to 
Vietnam, ithe Soviet 
and, increasingly; even go 
bania, already hardly a socialist bloc or a 
alternative model: or social system, - 


| . rapidly reintegrating in the capitalisti ine 


national division of labour of the. one- 
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STOCKMARKETS 


Secondary is primary 


Private financial institutions in Jakata are under pressure to 
prop up declining shares, as a recent case shows 


By Manggi Habir 

Jakarta: A drastic drop in Goodyear In- 
donesia's share price has prompted 
Merincorp, a non-bank financial institu- 
tion and the tyre-maker’s lead underwrit- 
er, to intervene and support the share 
price nearly two years after the public 
issue of Goodyear shares. The govern- 
ment-owned Danareksa, the national in- 
vestment trust, which has usually been re- 
lied on to support falling share prices in 
the fledgling Jakarta stockmarket, did 
not intervene. It argued that the 
Goodyear share price was not low enough 
to warrant its support and that anyway its 
stake in the company was already very 
large. 

Danareksa, along with the capital mar- 
ket authorities, have wanted the non-bank 
financial institutions — so-called NBFs — 
to play a more active role in the secondary 
market and some see Merincorp's action 
in that light. This could mean that in fu- 
ture NBFs will have to consider secondary 
market support too when underwriting 
equity issues in the primary market. 

The fall in Goodyear Indonesia's share 
price began in mid-April, about a week 
after the company published its latest re- 
sults. Although Goodyear posted higher 
sales for the year ending December 31, 
1981, earnings were slightly lower. (Sales 
amounted to Rps 50 billion [US$75.8 mil- 
lion] while after-tax earnings were Rps 5 
billion. In 1980 sales and earnings were 
Rps 44 billion and Rps 5.16 billion respec- 
tively.) 

Goodyear shares were first issued in 
November 1980. Between then and April 
1982 dividends totalled Rps 175 per share. 
On the issue price of Rps 1,250 per share 
this pointed to an annual dividend yield of 
around 11%. With rupiah one-month time 
deposits yielding 16-17% annually, 
Goodyear shares were seen to be unat- 
tractive and investors started to sell their 
Shares. As a result, Goodyear’s share 
price fell from Кр 1,260 on April 2 to Rps 
1,160 18 days later. 

Whena share price falls below the issue 
price, Indonesian investors, who normally 
buy the initial issue and do not trade often, 
get worried. With the capital-market au- 
thorities discouraging large movements in 
share prices and investors generally lack- 
ing experience in owning shares, stress is 
inevitably laid on dividend income, which 
is compared closely with interest on time 
deposits. Also, when share prices drop 
below issue prices, investors expect a di- 
vidend yield sufficient to compensate for 
the drop in the price. 

In the past, when market prices drop- 
ped below issue prices, Danareksa would 
intervene to provide support. In 
Goodyear’s case, however, this support 
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did not come and the share price hovered 


-around the Rps 1,150 level until the com- 


pany's annual shareholders’ meeting on 
May 3l. 

The annual report distributed at the 
meeting gave reasons for the decreased 
earnings. First, depreciation expense 
jumped by 82% as the result of the large 
revaluation of fixed assets in 1980 in con- 
nection with the company going public. 
There was also a three-fold increase in in- 
terest expenses as the company debt-fi- 
nanced a major capacity expansion. And, 
faced with a highly competitive market, 
the company could not pass on increased 
costs by increasing prices. However, the 


use a high portion of their earnings for di- 
vidends. 

On June 28 a significant number of 
Goodyear shares were traded. A big in- 
stitutional investor was reported to have 
made a large sale, and on that day the 
price closed at Rps 1,140. The turnover in 
Goodyear shares by value that day was 
Rps 472 million compared with an average 
daily trading volume of about Rps 12-13 
million. The Goodyear share price drop- 
ped further and stayed at Rps 1,030 for the 
last two weeks in July. As Danareksa's 
help was not forthcoming, Merincorp felt 
committed and in the first week of August 
started to support the Goodyear share 
price. 

This support was highlighted by 
Suryadi, the president-director of Merin- 
corp, who went to the stockmarket and 
personally directed the purchase of 
Goodyear shares on August 12, only two 
days after Minister of Finance Ali Ward- 
hana urged the NBFs to be more active in 
the secondary market. The share price 
jumped on that day from Rps 1,030 to Rps 
1,070 — just short of the 4% limit set on 


Gpodyear tyre factory: healthy despite the problems. 


company's financial condition remained 
healthy, with a strong liquidity base and 
additional capacity to borrow reflected by 
low gearing. Also at that meeting the com- 
pany declared a Rps 90 dividend per share 
which raised the annualised dividend yield 
(since issue) to about 14%. 


Hors to pay a major portion of their 
earnings in dividends to maintain a 
yield acceptablé to Indonesian investors 
has caused local listed companies to com- 
plain about not having enough retained 
profits to reinvest and thus having to bor- 
row to finance major expansion. For 1981, 
Goodyear paid out dividends totalling 
Rps 7.2 billion while earnings were only 
Rps 5 billion. The company, thus, had to 
fork out Rps 2.2 billion for the dividends 
from its past earnings. Unless interest 
rates on time deposits fall and investors 
become more capital-gains conscious, 
listed companies will continue to have to 





price movements per session. The price 
increased by a further 30 points to Rps 
1,100 on the following day and on August 
18 closed at Rps 1,180, with Merincorp 
still behind most of the buying. The aver- 
age daily turnover of Goodyear shares in 
August — at about 3,000 shares — has not 
been significantly larger than normal. 
Although the cost of the support ope- 
ration to Merincorp has been limited in 
a narrow equity market, the cost of ru- 
piah funds is high, with borrowers fac- 
ing interest charges of 21.5-22.5%. Ob- 
viously Merincorp cannot continue the 
operation indefinitely, but it realises that 
without the price support, investors may 
be discouraged from holding. shares and 
this could create problems for future new 
issues. If the current economic difficulties 
facing Indonesia persist and more listed 
companies experience declines in earn- 
ings, Merincorp's dilemma may hit other 
NBFs. 
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When you need to buy or sell petrochemical 
or petroleum products, trust the shield. 


Trade in reliable quality 
products and enjoy ready 
access to a woridwide 
business and communica- 
tion network where you 
see the familiar Phillips Pe- 
troleum shield. 

Here is a worldwide trad- 
ing organization with more 
than 300 affiliated offices, plants, agents, and 
distributors, servicing customers who are both 





Trust the Phillips Petroleum shield. 


Telephone Telex Address 


Auckland 685-933 NZ2948 PO. Box 26-291, Auckland 

Hong Kong X 5-265591 HX74598 Room 503, Hang Chong Bidg.. 
5 Queen's Road Central, 
Hong Kong 

Manila 876326 45112 PO. Box 206 

64068 Makati Commercial Center 

D3117, Makati, Metro Manila 
Philippines 

Melbourne 419-8255 AA33397 96 Wellington Parade 
East Melbourne, Vic 3002 
РО. Box 258 

Singapore 3386466 RS23337 PO. Box 70, Killiney Road 


Post Office, Singapore 


suppliers and buyers of a great variety of 
feedstocks and raw materials. 

Many companies in our part of the world 
recognize and rely on our trading abilities and 
the speed with which we can respond to prod- 
uct and delivery needs. 

For more satisfaction when buying or selling 
petroleum products. trust the symbol of lead- 
ership. Trustthe Phillips Petroleum shield. Con- 
tact the nearest Phillips Petroleum sales office. 


Telephone Telex 
Sydney (02)668-9421 AA21BOB 
(02)668-9102 
(after hrs.) 
Taipei 5518247 21864 
Tokyo 2166951 24641 
Wellington 849974 31279 


PHILLIPS 
PETROLEUM 


Address 


Private Bag. Cronulla 
N.S.W. 2230. Australia 





Room 703, Chia Shin Bldg... 
96 Chung Shan North Road 
Sec. 2, Taipei, 104, Taiwan 
Room 606 Shin Tokyo Bidg., 
3-1, Marunouchi 3-Chome 
Chiyoda-Ku. Tokyo 100 Japan 
РО. Box 11278, 

Wellington, New Zealand 


Calling all KWM-2A users. 
Collins HF-380 is successor 
to your unit. 


Your KWM-2A (AN/FRC-93A) has been a 
reliable performer for years. But Collins HF 
technology has recently taken giant steps 
forward. Steps that make replacing your 
KWM-2A a smart move. 

The new HF-380 offers general coverage 
transceiver capability (1.6—30.MHz) in a 
completely self-contained unit. 

Fully synthesized, too. Microprocessor- 
controlled tuning provides four tuning rates 
down to 10 Hz. An oven frequency standard 
gives overall accuracy of + 5 Hz with + 20 Hz 
stability from 0 to 50° C. 





Split VFO for half-duplex transmit and 
receive is standard. The optional control inter- 
face provides access to 11 programmable presets. 

Undesirable signals are easily eliminated 
with independently selectable I.F. bandwidths 
and passband tuning. Optional I.F. filters can 
be selected independent of operating mode. 

The new HF-380. A giant step forward in 
HF technology. Put it to work in your opera- 
tion soon. Contact a Collins sales represen- 
tative in one of the cities listed below. 

Or Collins Telecommunications Products 
Division, Defense Electronics Operations, 
Rockwell International, Cedar Rapids, Iowa 
52406. U.S.A. Phone 319/395-3778. TELEX 
464-435. 


N Rockwell International 


.. Where science gets down to business 





Brussels (2) 242-4048 e Cairo 989358 e Frankfurt (Rodgau 6) (6106) 671 e Hong Kong (5) 274-321 e Kuala Lumpur (3) 482-251 e London (1) 759-9911 
Manila (2) 8186689 e Mexico City (905) 533-1846 e Lilydale, Victoria (3) 726-0766 e Paris (Rungis Principal) (61) 711-141 e Rio de Janeiro (21) 286-8296 
Riyadh (1) 476-9060 e Rome (6) 919-5271 e Seoul (2) 74-8470 e Tokyo (3) 265-8804 e Toronto (416) 757-1101 
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IFITHAS ANYTHING TODO WITH MONEY, 
ANYWHERE IN THE WORLD, WE CAN HELP 


To discover and 
develop opportunities at 
home and abroad, corpora- 
tions need a financial 
resource that goes beyond 
traditional banking services. 
A resource that is world- 
wide in scope, and skill. 

By looking forward, 
by preparing to meet the 
challenges of our ever 
changing business environ- 


ment, Security Pacific Bank 
has become that resource 

We can help corpo- 
rations build in Los Angeles 
or London, lease in New 
York or Frankfurt, buy in 
Miami or Tokyo, sell in 


Chicago or Hong Kong, 


acquire in Seattle or Singa- 
pore, hedge in Boston or 
Bangkok. 


Security Pacific 


SECURI 


experts are committed to 
giving corporations strong 
and consistent support in all 
financial areas all around the 
world, all around the clock 
If you're a corporate 
officer, remember this: Each 
day the sun rises, there's a 
bank that can help you find 
opportunities anywhere 
you want to look for them 
Security Pacific Bank 
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Мааа SIDI КД Subscribe now 


and ensure your copy each week. 


At the President we think of the little things. Ways of making you 
feel relaxed that go well beyond our luxurious suites, super FAR EASTERN Ill ECONOMIC 
comfortable rooms, choice of bars and restaurants. There's our 


Executive Express Service for interpreters, transportation and 
airline reservations plus an executive check-in desk that gets you 
to your room in no time at all. We have services and ways of 
organising your business stay that few other hotels can match. 
Meet the President. 
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Country 3months 1 year 
| —+—--- - 
Brunei 8530.00 B$100.00 
| 4 - + 
China 05$15 US$52 00 
India US$15.50 US$52 0C 
Indonesia [09914 50 | US$49.00 
E Ereann +} „ЕА 
Japan ¥5850.00 | ¥ 10725.00 | ¥19500,00 
E. i —- 
Malaysia M$30.00 M$55.00 | M$100.00 
Nepal US$15. | 5552.00 
Pakistan US$15.50 5 
ceu E + 
Philippines US$14.50 
Singapore 
Thailand USS44 00 
4 == 
Rest ot Asia US$52 00 
North America US$72.00 
+ + 
Australasia A$18 00 | A$33 00 A$60 00 
NZ$19.50 | NZ$35.50 | NZ$64.50 
Europe, Атса zh ‚ 
"5 21.00 
&MiddieEast | 51150 | £21 [499509 





Central & н 
US$4700 | 05595.00 
South Amenca er ea 


SURFACE MAIL RATES 





























Country 3 months 6 months 1 year 

Hongkong HK$68.50 | HK$12600 | HK$229.00 
US$14.50 $27 (X US$49 00 

Elsewhere £7 50 £13.50 £25 00 
A$13.50 A$24 5 A$45 00 








... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$13.95 or HK$79.50 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


è | | d г---------- ә 
^ ES 3 t | Please enter my subscription for 








| 3 months 


6 months 


People keep coming back to the 


| Please include the Yearbook at extra 
| US$13.95/HK$79.50. For airmail delivery 
please add: HK$35/USS6 


9 Teh Hwei Street 
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| 
Taipei, Taiwan, 104 ROC Р b. | 
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1 year 


Payment of 15 enclosed 


Cable address: Presdent Taipei 


илипин н te 

Phone: (02)595-1251 Telex: 11269 TP erum HI! |^ 
Instant reservations through: SERA | 
Koma Hotel Representative 

Int'l Ltd., Tokyo. p ; | 


antry _ Zip Code 
Tel: (03) 2123911 Jetspeeded 
SRS Steigenberger Cheque payable to Far Eastern Economic Review enclosed 
V— Reservation Service Worldwide 

HK: 3.679111 
Singapore: 475.8433 
Tokyo: (03) 591801 


Or your nearest SRS Office 


To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 
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“Best-selling Mita copier ever” 
is atough act to follow. 


Act I. 


Last year. the DC-131 be 
ver, as well as becoming 
copiers. This year. Mita r 
performer the DC-121 
whole new class of budget-priced 
Extremely compact and 
a true 
many copiers cat 
nology, many of the ( 
-in Mita re 
For example. the 
y toning 
)pies every 
like Print Cy 
peating,. with al 
grouped together 
mıcroprocessor-co 
First copy ina SI 
? ( opies per 
| B4 
simply by changing paper с 
Reliability? At Mita. its 
most important copier ¢ 
dont believe us. just ask any 
owner They ll give us a great 
review 


MITA INDUSTRIAL CO 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA Mita Copiers Australia Pty.. Ltd., Melt р! ' NEPAL Mercantile Traders, * 
BANGLADESH. New Victor Lid ! í i 44 PAKISTAN Reliable Business Systems Ltd 
HONG KONG The Office Appliance Co. Ltd 164 PHILIPPINES: Philcopy Corporation 
INDONESIA РТ Mita Mahardi t et ё SINGAPORE: Ме! Tah Со, Lid 

KOREA Liker Co. Lid hone SRI LANKA. Ceylon Business Appliances Ltd 
MALAYSIA Cycle & Carriage Sdn Bhd. Kua $ П ۱ TAIWAN: Lico Co. Lid f 

PAPUA NEW GUINEA: Meridian Breckwoldt Pty.. Ltd M by f THAILAND: Rand Corporation 





What every international trader needs 
is advice on when 
not to dip a toe in the water 





When you trade 
in Asia with the 
rest of the world 
you need reliable, 
accurate and fast in- 
formation. A false move can mean 
lost business , or worse. 






Citibank's trade finance 
specialists can help you decide wher 
to make a big splash, to test un- 
charted waters or to keep clear of 
the alligators. 


When your trade finance need: 
are met by Citibank you get sound 
information, regional and global 
experience and the capacity to meet 
your requirements fast. Foreign 
exchange, collections, referrals, 
guarantees, letters of credit, 
banker's acceptances — Citibank 
supplies them all, backed by the 
world's foremost electronic com- 
munications network. 


Citibank's credentials in Asia 
began eighty years ago and now 
include offices in 16 countries, plus 
a network of 93 country operations 
around the world. 


It all adds up to this: when yot 
want trade finance help, look to 
Citibank. 


CITIBANC 


A trade finance frient 
in Asia for 80 years. 


1982 Citibank, N.A. Member FDIC 









investors are hoping against 
that the Wall Street rally will not 

_ only be sustained but will continue ta be 
“reflected in their own markets. So far it 
seems t he region has, as usual, 
taken its ‘short-term performance cue 
7 тот the United States, showing a strong 
late-August “bounce from mid- -August 
lows. But take a rather longer-term per- 
spective and Wall Street and Asia look 

worlds apart. - 

Shroff is agnostic on the question of 
' whether the Wall Street rally will mature 
into a sustained bull market, or whether 
“ef it will be seen asa forlorn attempt to see 
- а silver lining behind some very black 
` clouds. Clearly the US economy remains 
at best flat and we have not heard the last 
of major corporate — and quite possibly 
banking — bankruptcies. Clearly too the. 
sharp slide in short-term interest rates 
that precipitated the rally was partly en- 
г gineered by the Federal Reserve with an 
eye to both the approaching congres- 
sional elections and the severe strains in 
| the financial market induced by the 
| Mexican "debt ‘crisis and real or 
“rumoured losses by big banks. Secondar- 
[de dy the s the fact, to which ex-guru 
Е y ffman of. Salomon Brothers 
suddenly: awoke, that in recession a 
"mand for money falis: : 






























economi бан, head; no E 
i can be expected while Teal long- 
rates are in the 7-8% range. That is 
gene 5 Оп the’ other: hand, 






_agine that there is a 50:50: chance ofa sig- 
nificant upturn getting under way by the 

first quarter of next year. So for cash- 

| rich fund'managers, why not put at least 

ome money into the market now? 

But. Whichever way Wall Street goes 

medium term, Asia is far from sure to 








lasted a decade-and- ана T he Dow 
Jones Industrial Average first feached 900 
— the level to which it has taggered. 
back — іп 1965. Asia has only recently 
emerged from a five-year continuous 
rise and а 15-year period irgely domi- 

nated by bulls. ee 
Wall Street's last big bull market, in 
the early 1960s, was associated with the 
notion that equities constituted the best 
hedge against inflation. They never did 
and a decade of rising inflation has seen 
real values eroded. Inflated corporate 
earnings increases were reflected in 
i n dover and 




















there are 


lower price/earnings (p/e) ratios, not 
higher share prices. 

The Dow Jones Industrial Average 
necessarily consists of large, old indus- 
trial companies and overstates the bear 
trend of the decade. But the fact remains 
that average p/es have gone from more 
than 20 in the early 1960s (levels which 
are still common in Japan) to seven today 
— even after the Dow's 15% gain in two 
weeks. Now for the first time in many 
years average dividend yields of 6.596 
are above the rate of inflation. Maybe 
the day of equities is dawning again in 
the US as the sharp drop in inflationary 
expectations takes hold. and investors 
adjust perceptions of p/e ratios. 

The differences between longer-term 
US and Asian perceptions of bull and 
bear markets can be seen from the fact 
that the Dow Jones Industrials mid-Au- 
gust low of 776 was only 30% above its 
1974 recession low of 600 and only 3095 
below its all-time high. At the other end 
of the spectrum, Hongkong's mid-Au- 
gust low was on the Heng Sang Index of 


906, only 50% of its all-time high, but 


still 500% above its 1974 recession low. 

There is thus scope for the US to re- 
verse its long-term bear trend even while 
earnings are under intense pressure and 
the world is.in the grip of depression. 
Shroff is not жадоо this. But it is 
surely a possibility. — - 

Asian markets ar in the grip of a 
short-term bear market and are likely to 
remain there for the time being because 
they will.respond to shorter-term profit 
considerations and to the business out- 
look — whose pick-up will lag several 
months behind the US. Thus without 
any fundamental change of perceptions 
in Asia, it could well fail to follow a Wall 
Street bull market. Meanwhile, some 
stocks — certain property and finance 
ones in Hongkong and Singapore and 
certain resource ones in Malaysia and 
Australia — have yet to adjust fully to 
the end of the last bull market. 

Wall Street may have nowhere to go 








but up after so many false starts and | 


foreshortened booms. But, as in 1974, 
even with an upturn in economic condi- 
tions Asian stockmarkets could take 
time to recover their nerve after the re- 
cent boom-and-bust cycle. And for the 
really gloomy, there is the possibility 
that long-term Asian market sentiment 
is changing fundamentally if the three 
factors which sustained it up until a year 
or so ago vanish: ready growth of man- 
ufactured exports, buoyant commodity 
prices, and world liquidity combined 
with free capital flows. ^ 
€ ON the property front in Honelone. 
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alive Trane Hongkong Prope ies 
small company whose senior exe 
have disappeared. Thei 
tain its Only asset <- if; 
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to the directors on the se 
Hongkong shares., 
Hongkong. assets | wer 
mortgaged to banks. Th at is justa 1 
example of a very dangerous ‘pro 
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sets. Such,is the stuff of bank 
kruptcy. 



























year ended on March 31. Five mo 
later shareholders are still waiting fi 


Taw prawn. 






ns 













Ds Frieda Koh 


| ү Singapore: Local entrepreneur Jack 
— Chia took Melbourne by surprise earlier 
7 this year when he paid A$20.8 million 
E. S$20.4 million) for 5 ha. of land in 
a uth Yarra, one of the city's suburban 
and pledged to spend a further 
w А5300 million developing the site over the 
^ next eight to 10 years. Since then, the scale 
of his projected commitments at South 
“Yarra has grown to nearer A$400 million 
— and to around А$500 in Melbourne as a 
_ Whole — an investment which indepen- 
— dent property consultants Richard Ellis 
— recently described as “vast.” 
— The South Yarra project, which could 
_ be one of the biggest property develop- 
ments in Australia for several years, has 
X made Chia one of the best-known over- 
, seas property investors in Australia. It is 
“his sixth investment in Melbourne. The 
— South Yarra site was acquired through a 
J 71 joint venture called Jack Chia Properties 
(JCP) shared equally between Jack Chia 
— —MPH (JC-MPH) and Jack Chia Interna- 
- tional (JCIL). 
Chia's proposed investments in Aube: 
lia look formidable in relation to the total 
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| Ву Guy Sacerdoti 

Manila: The Philippine Government has 
— gain lifted the Philippines’ controversial 
|, coconut levy. Citing the precipitous drop 
jd in price for coconut oil on world markets 
| (REVIEW, Aug. 20), President Ferdinand 
t. Marcos justified the levy's demise as 
_ — necessary to save the Philippines’ domin- 
— —ant industry and the coconut farmer, who 
— bears the brunt of levy payments. 

= The substantial decline in rural incomes 
caused by falling coconut prices has af- 
= fected demand for domestic manufac- 
tures, hitting an economy already bat- 
tered by low international commodity 
- prices. With up toa third of the population 
—— dependent on the coconut industry for its 
livelihood, wiping out the P32 (US$3.80) 
per 100 kgs levy should ease at least some 
economic pain in rural areas. 

Local copra prices at the millgate 
should increase, assuming mills continue 
to buy copra at current volumes, as the in- 
ternational price is determined more by 
supply and demand and the price of pro- 
duct-substitutes (such as soyabeans) than 
by the coconut supply alone. 
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E entrepreneur Jack Chia goes for 
` Australian property in a very big way 


assets and financing ability of his principal 
publicly quoted vehicles — JC-MPH 
listed in Singapore; JCIL, listed in Hong- 

fkong; and Jack Chia Enterprises, which is 
listed in Malaysia. But the resources of his 
private family company, Jack Chia Hold- 
ings, based in Singapore, are not publicly 
known. 

Chia's involvement in Australia (all in 
Melbourne) began in 1980, prior to which 
he claims to have had no plans to stretch 
his group of industrial, hotel, pharmaceu- 
tical and publishing concerns to the nether 
side of Asia. Those businesses extend on 
the pharmaceutical side to Indonesia, the 
Philippines, Hongkong and Taiwan but 
property is Chia's biggest employer of 
capital and people. 

Although his business conglomerate 
was founded in the 1940s, Chia was not 
known to be interested in property deve- 
lopment until 1973 when, together with 
the purchase of the Eastern and Oriental 
(E & O) Hotel in Penang he bought an ad- 
jacent piece of land, presumably for later 
development. He had some property 
development ventures in Hongkong too in 


Another shy at the levy 


. Marcos lifts the controversial coconut levy again in a 
move which seems as much political as economic 


Just how long the levy will remain lifted 
is a crucial question. In September 1981, 
Marcos also abolished the levy, but the 
country’s coconut barons — Defence 
Minister Juan Ponce Enrile and entre- 
preneur Eduardo Cojuangco — led their 
milling monolith, the United Coconut Oil 
Mills Inc. (Unicom), in holding off pur- 
chases of new copra, Blaming bulging in- 
ventories, Unicom in effect forced the 
copra price down, which led Marcos to 
reinstate the levy 22 days later. A subsidy 
attached to the copra price before the levy 
was removed was not restored, however, 
when the levy was reinstated. This meant 
the new cess became a greater burden on 
the farmer than the previous one. 

But this time, it will be difficult to pull 
the same trick. One reason is the excep- 
tionally low international coconut-oil 
price, which is 45% below the already de- 
pressed prices of last year (primarily 
caused by the recently completed bumper 
harvest of United States soyabeans). It is 
expected to remain in the doldrums for at 
least two more months. Another factor is 


| the mid-1970s bı ut later disposed of them. 


It is A which has really fired 
Chia’s enthusiasm for property. He points 
out that for every square metre of land he 
can buy in Hongkong at current prices he 
can buy five in Melbourne, and in Mel- 
bourne land represents only 15% of total 
development costs compared with more 
than 60% in Singapore. Melbourne is 
widely recognised as a city where land and 
property prices are rapidly catching up 
with those in other parts of Australia — 
Chia calls it the start of a boom. But the 
scale of Chia's investments there has sur- 
prised many people, arousing speculation 
that he is planning to shift his corporate 
asset base to Australia. 


hia denies this, however, or that he has 

any plans for shifting to Australia per- 
sonally. He has long-standing relations 
with members of his extended family in 
Australia but claims that his Australian in- 
vestments simply represent business di- 
versification. Also, outsiders say that 
Chia's relations with the Singapore Gov- 
ernment are good. The scale of the in- 
volvement has aroused some local criti- 
cism in Australia. 

His investments in Melbourne have all 
been made within about 18 months and 
outside analysts agree that all the land he 
has bought has appreciated in value since. 
If Chia's theory that Melbourne property 
prices lag behind those of Singapore and 
other cities by one-and-a-half to two years 
is correct, then Melbourne should peak 
this year and Chia will be showing sub- 








Enrile: no Jeverage for rebels 


the "political liability" of the levy, fully 
acknowledged now by Enrile, who as de- 
fence minister understands the dynamics 
of rebel movements, The communist New 
People's Army has been gaining strength 
in coconut regions, increasingly attracting 
the support of those with depressed in- 
comes. 

A third reason is that, in tandem with 
the levy annulment, Marcos called for the 
speeding up, of the government's “coco- 
diesel" programme, which starting this 
month, will begin mixing relatively small 
amounts of refined coconut oil with normal 
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ngs on it in line with the 
s development proposals. 


i owner, the Colonial Mutual 
ociation, which had pdid A$2.24 


million for the site, had refused to under- 


ke аек unless it was fully paid | 
Chia pledged. 

i ins Street pro- 
which would produce 9,800 sq: ms of 
ace. In return he obtained à reż; 


fo 


by: the “government 
f 


of property tax for 10 years and a 
nt of state land tax. 

| the same month, Chia also bought a 
2,320-sq. m. site along St Kilda Road and 
pledged to spend A$12 million building a 
commercial block with an estimated letta- 
ble space of 9,500 sq. ms. In March 1981, 
JCIL and JC-MPH made their third joint 
purchase, this time of a site on Little 
Bourke Street, which after development 
estimated at A$11 million, would have a 





diesel fuel. The Philippine National Oil 
Co., which is handling the scheme, is buy- 
ing coconut’ oil from Unicom at a sub- 
sidised price of approximately 22 US cents 
per Ib. The government wants the incre- 
ment. over the international price (cur- 

~ rently about 18 cents per Ib) to be distri- 
buted to the farmer, probably by way of 
increased copra. prices. How much this 
will affect local prices depends on how 
Unicom handles its own copra purchases 
in the immediate future. 

Levy proponents say the new govern- 
ment action will lead to a cessation of ex- 
pensive replanting schemes, along with 
scholarship and insurance programmes. 
. But Marcos also set up a new coconut in- 
fund at P 100 million to keep the 
ctioning. It is unclear whether 
is coming. from budgetary 
















levy funds. 
_ The wider political implica ons of the 
C 


y Я assembly- ; 
man Emmanuel Pelaez (former vice-pre- | 


sident and currently minister of state for 


irs), the most vehement oppo- 


e levy. Pelaez is still recovering | 


m a failed assassination attempt in July. 

'he government still has no clue as to 
whether the attempt had anything to do 
th P laez’ stand on the ie і a 


| lopment. and site costs’ total more t 
20 mill 





| aply on | 
op ihe 1,560-sq. 
tain g the facades of 











sources or from prior accumulations of 


a Road early this year 


: negotiating for other prop- 
erties along Bay Street, Dow Street and 
Finders Lane for mixed commercial and 
warehouse development. 


TE big question is how he is going to 
fund his multiple Melbourne ventures. 
Site costs so far at South Yarra have been 
met from his own funds but he will almost 
certainly have to borrow to. fund sub- 
sequent development. 


of development of the South Yarra pro- 
ject gives him flexibility in land use and re- 
duced risks. He said: “We can afford to 
hold the land. So we develop in phases: 
We have a lot of flexibility. The financing 
is not as high as people think. If the mar- 
ket is right, we can take off faster." 

The Chia group is required to transfer 
the South Yarra project by June 1985 to 
Jack Chia Australia (JCA), a publicly 
quoted company on the Melbourne Stock 
Exchange in which Chia bought a control- 
ling interest last year, and which was pre- 
viously known as Coffey Holdings. After 
the transfer, JCP will hold a 50% interest 
in JCA, which presently has a paid-up cap- 
ital of A$1.3 million, and will offer the re- 
maining shares to the public. The grace 
period for the transfer is presumably to 
allow the project to show some signs of 
being profitable before being offered to 
the public. 

Chia said the South Yarra project will 
be 70%-financed by local (Australian) 
borrowing. The amount of the initial in- 
vestment will presumably depend to some 
extent on which of his various develop- 
ment schemes are approved by the Mel- 
bourne authorities — Chia said the maxi- 
mum exposure for the first phase will be 
A$47 million — meaning that the differ- 
ence between outlay and returns will not 
be allowed to exceed this amount. 

Chia's public companies in Singapore, 
Malaysia and Hongkong appear to be 
quite lowly geared, leaving him scope to 
borrow on the strength of their assets, 
though hardly to an extent that would 
make-a significant impact on the total cost 
of the Melbourne ventures. An alterna- 





tive is that Chia might take the equity. 


route to fund his Australian ventures. He 
has used rights issues to shareholders be- 
fore to help finance development of pro 
jects. in Malaysia апі Singapore. B 


„quiring the Melbourne 
Singapore . and Malays 


paniés, Chia has left th 


Chia maintains that the 10-year period | gi 



























































open to | | 
funding i in either or boti of these coun-- 
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Interim profits u up 16.7 per cent 
Better earnings from properties 


























The peated: net profit of the Group for the six months edad 30th June, 1982, 
Ш after taxation and minority interests, amounted to HK$74, 785,820, an increase of. 
16.76 per cent over the figure of HK $64, 050,630 for the corresponding peri iod of 1981. 


. The Directors have declared ап interim di ividend of 30 cents per share (1981: 25. cents . 
per share after adjusting for the bonus issue of 1 for 5 in May 1982). Di vidend warrants - 
will be despatched on 23rd September, 1982 to persons who on 16th September, 1982. 
. are registered shareholders of the Company. The tranfer books of the Company wi Ibe 

closed from 3rd September, 1982 to 16th September, 1982, both days inclusive. 


B in Hong Kong, | ower profits from the Group’ s Hotel and Catering Division аге | 
expected during the remainder of 1982, due chiefly to the loss of income from the 
Repulse Bay Hotel-and the Peninsula Court. A high level of occupancy, however, has 
been achieved by the Jianguo Hotel in Beijing since it opened in March, 1982, whilst 

=> both the Marco Polo, Singapore and the Manila Peninsula are expected to maintain, 

.their respective shares in.a slow regional market. : 








: Full occupancy of commercial properties has been maintained, апа income from the 
Properties Division continues to contribute increasingly to group earnings. d 


In the absence of unforeseen circumstances, the Board hopes payment of the antici беен 
final dividend of 70 cents per share сап be made. 


THE HONGKONG AND ass AI HOTELS, LTD. 


Ha 
Ae 


j. in profits to M: 


announced a 


d after-tax pro- 
ry items was 
Е | .9 million). as 

st M$1 
I year. The company said that a 
„in demand for timber- 


ent sold by its tractor di-, 


er prices for rubber were 
ne results. How- 


ed ре prices 
gon they had been fore- 
division made the highest 
toup profit before tax at 

“M524 million or 21% 

ar; while the Malay- 

, Tractors Malaysia Hold- 

ings, contributed M$61.6 million in pre- 
tax profit. Plantations contributed 


M$83.4 million in pre-tax profits, down 
from M$92 million previously, while the 
Hongkong division recorded a slight fall 
$29 million (M$30 million 

Asean and Pacific 
mproved its performance 
profit of nearly M$33 mil- 


til eviously). The only 
with PIENE profits was the 


dits net Laer 87% to 

US$9.8 million) in the 

; thanks to more buoyant 

both Australia and Hong- 

kong. Turnover rose 7196 to A$337.4 

million. Work in hand by the end of the 

` year stood at A$309 million, well up 
from A$261 million a year earlier. 

The group incurred а tax bill of only 

A$1.1 million, thanks to an investment 


| allowance. The depreciation provision 


rose to A$2.8 million from the previous 


| :A $1.2: million. A final dividend of 5.5 A 
cents a share brings the annual payoutto 


11 cents a share compared with 9:25 
cents previously. — BRIAN ROBINS 
ә 


227m iot for the previous + 


Shaw. Wallace: iGrodpz wháie eárnings 
tose to M$9.5 million: (M$ .7 million 
previously). The Western division lost 
M$5.5 "million (M$4.5 million previ- 
ously), despite the sale of insurance- 


broking. business Robert Bradford Ltd - 
and money-broking büsiness Guy Butler 
Holdings. The sale resulted in an extra- | 
ordinary loss of about M$12 million, | 
taken against reserves, while a provision 


of M$29.4 million for run-off costs rélat- 
ing to Bradford operations was also 
taken against reserves. Fixed assets rose 
to M$1.07 billion from M$883 million as 
a result of the purchase of a M$70 million 
property in. Hongkong, M$32 million for 

factory and M$45 mil- 


example; 1 
a loan of P1 


pills and housing for | 1 
. Group borrowings |: 


[by M$300 million, 


the 48% minority interest in Kempas 
(Malaya) and purchase of fixed assets. 

Tax charges rose overall by 5.3% to 
37.8% of profits. Directors are recom- 
mending a final dividend of 6.8 M cents 
per share (interim.dividend was 4 cents 
per share). This would make a total di- 
vidend of 10.8 cents, the same as for last 
year after adjusting for the bonus issue. 

The annual general meeting is on 
November 10... А CORRESPONDENT 


that included extraordinary profits of 
HK$191 million from the sale of an in- 
vestment property. in Kuala Lumpur. 
Prospects for the residential sale market 
“remained uncertain” though rental in- 
come continued to grow satisfactorily. _ 
The interim dividend was set at 16 HK 
cents per share, unchanged from before. 
The final dividend is expected to be at 
least twice the half-year pay-out, bring- 
ing the total to around 48 cents, the 

amount distributed last year. 
— A CORRESPONDENT 


Banks on the move 


Two small Philippine merchant banks 


"(better known locally as investment 
| houses) performed well in J anuary-June 


this year. For both companies, a main re- 
venue source is the servicing of the in- 


|, house requirements of sister entities. In 
-that 


, het income amounted to 
P4.1m on (US$482,300) for Anscor 
Capital and Investment Corp. which be- 
longs to the Soriano group of companies, 
and million. for Merchant Invest- 


pared with Januaty-J une 
increments were 4196 and 


y. ш 
at enc T ng subsidiaries: likewise 

be low performe well. Anscor Finance Corp. 
last year's a 9. million; though T 


earned P621 ‚000 net for an ipeo 





169 million paid for |« 


larger bra 
opened, A cay interim dividend of 
bee lai 


crease. The advance was due main 
higher rental income: 


cents, up 1 cent. The ч j nua 
general айры Mibe eld on Sep- 
tember 24. . —FRIEDA КОР 


Profitable uranium 


Two Australian uranium mining. co 
panies have reported healthy perf 
ances. Energy Resources à 

Ltd, operator of the Ni 
uranium mine, earned a net pro 
A$37.8 million (US$37 m 

year to June 30, its first ye 


Yellow-cake production during the 

totalled 2,678 tonnes. A dividend o: 

cents a share has been recommended. 
Meanwhile, Mary Kathlec 

Ltd increased 1 


en: : 
there will be a dividend at the end of the. 
full year. — BRIAN ROBINS 










= 
























| eflecting uncertainty among in- 
ы | vestors, prices in regional sharemar- 
kets generally finished the period to Aug. 
30 little changed. The exception to the 
d was Bangkok. where favourable 
influences brought the bulls out. 


А 
ECT 


prices slid on a broad front as the 
отіс outlook remained uncertain. 
Ithough the market moved slightly up 
the intervention of institutional in- 
ors on Aug. 25 and 26. the mood re- 
ed bearish throughout the period. By 
end of the week, the composite share 
: index was down by 1.2 points to close 
67.3. Trading was moderate at a daily 
age of 5.5 million issues. 


PI | JU pore 

The leading market indices moved errati- 
y but finished level with the previous 
od in part because of similarly erratic 
movements on Wall Street. Brokers indi- 
cate a great deal of the money now return- 
ng to the market is speculative and will be 


Investors take stock 


ol Pee Fide: Wu AP 


Eu са 


moving in and out rapidly. Some analysts 
also say local and overseas institutions are 
re-entering the market on à cautious and 
extremely selective basis. The five ses- 
sions ended Aug. 30 comprised three of 
trading within à very narrow margin, one 
of substantial profit-taking and one in 
which firm gains were made. The Straits 
Times Industrial Index lost 1.52 points in 
the period, ending at 621.86. Fraser's In- 
dustrial Index fell 0.26 points to 3,610.28. 
Volume was firm, with a daily high of 10.2 
million shares. 


Kuala Lumpur 

After a "week of uncertain trading, 
Fraser's Industrial Index closed at 
2,107.31, barely below the 2,107.45 points 
at the start of the period. Volume traded 
was moderate at 5.3 million units and was 
concentrated on industrials. The index 
moved up and down on alternate days in 
an indication, analysts said, of uncertainty 
both over how long the largely speculative 
bull rally which started two weeks ago 
could last and. more fundamentally, over 
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economic recovery in the United States. 
There was a growing feeling among brok- 
ers that perhaps US interest rates had 
fallen in a deliberate move to reduce the 
debt burdens of foreign governments and 
prevent further bank bankruptcies rather 
than as a reflection of economic revitalisa- 
tion. 


New Zealand 


The market repeated the pattern of the 
previous period — firming on low volume. 
What little company news there was was 
good. The NZ Forest Products annual 
meeting sounded a moderately cautionary 
note though, with the directors slightly 
less optimistic about 1983 earnings. The 
improvement in gold prices boosted some 
small exploration stocks. 


Australia 


Sharemarkets continued to ignore the 
overall bullish trading in North American 
markets, with demand for industrial 
stocks subdued, But prices of base metal 
miners rose. Trading remained light, 
though some Australian institutions are 
nibbling around the edges of the market 
since they have not ruled out the prospect 
that Australian sharemarkets may sud- 
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denly take off, following the trend in the 
United States. The Australian All-Or- 
dinaries Index edged ahead to finish at 
481.8 points. up 14.1 over the period. 


Bangkok 


Prices staged a strong advance at the Stock 
Exchange of Thailand (SET) as investors 
took their cue from the previous period's 
improved performance and entered the 
market with confidence. A reduction in 
the Bank of Thailand’s discount rate and 
low interest rates in the money market 
helped to make the market more bullish 
than it has been for four years. On Aug. 
30, aggressive buying set a 1982 record for 
the SET with average daily: turnover at 
Baht 77 million (US$3.35 million). The 
Book Club Index posted ап 8.33-point 
gain to close at 107.76 for the period. 


Hongkong 


The market failed to follow Wall Street's 
lead with the Hang Seng Index dropping 
19 points to close at 1.048.63 in a period 
shortened by a holiday on Aug. 30. In- 
vestor caution was reflected in lower turn- 
over and unfavourable reaction to in- 
terims, The fall in prices was reversed on 
Aug. 27, when the index rallied 42.71 
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points on rumours of, another cut in in- 
terest rates. A reduction of the prime rate 
by 0.5% to 12% was düly announced after 
the close of business. With signs of sup- 
port apparent around the 1.000 barrier. 
brokers see some chance of consolidation 
at these levels, but the overall view re- 
mains cautious. 


Tokyo 


Hanging on to Wall Streets coat-tails, the 
Tokyo market rose steadily for four 
straight sessions during the period before 
the rally subsided during two final days of 
profit-taking. Volume was relatively 
weak, amounting to 1.62 billion shares. 
Bolstered by the yen's consistent appreci- 
ation against the US dollar. blue-chip 
electricals and precision instrument-mak- 
ers, such as Fujitsu. NEC. Hitachi and 
Sony. had strong. performances early in 
the period. The Nikkei-Dow Jones Aver- 
age closed at 7.118,85. up 65 points. 


Manila 

Mine favourites experienced sharp correc- 
tions late in the period as gold and copper 
prices faltered abroad. B shares of Atlas 
and Benguet still finished higher, though 
A and B shares of Lepanto, Marinduque 
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and Philex were not only off their Mes 
but also lower on balance. Oils tende 
downwards as San Martin, previously” 
rumoured as likely to be a discovery well. — 
was plugged and temporarily abandone 

by Philipps International, and the drillin 
of a third Linapacan well by Cities Serv 
is still at an early stage. Combined turn- 
over reached 664 million shares worth 
P22.6 million (US$2.7 million). i 


Taipei 
The recent fallin interest rates in the Unit 
ed States brought new hopes of an upturn _ 
in Taiwan's economic prospects as ins 

vestors continued their buying spree on. | 
the exchange. Analysts. however, warned _ 
that. there are. still. few signs of real — 
economic recovery. Nevertheless, the 
average weighted price index gained al- — 
most 17 points to close at 447.20, while the | 
average value of transactions also moved — 

sharply upwards to^ NT$55§ million _ 
(US$13.88 million). 
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Long, labourious, slow transits take 
the pleasure out of flying. But now, 
when you fly Air France to Paris, you'll 
»njoy an Express transit at CDGZ. 
There everything is conceived to make 
the travelling businessman’s life easier. 





bo اه‎ не. 


Minimum Connecting Time at the And if you are staying in France, departures 
Express Terminals is only 45 minutes, one to the regional capitals are in the 
of the very fastest, making Paris the ideal same Terminal as international arrivals. 


е to 148 cities in 73 countries. Times are changing for changing planes. 
ur time tables are studied so that you'll So for efficient transits between enjoyable 
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Multiplicity makes 
for strength. 


Just as the multiplicity of services 
offered by a universal bank gives it its 
strength. Deutsche Bank has at its dis- 
posal all the skills and services to give 
your international financing the strong 
foundation it requires. 


Let the strength of universal banking 
support your business. Come to Deutsche 
Bank. Call: 

Hong Kong 5-255 203 
Singapore 917555 

Beijing 28 59 80 
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Osaka 244-1977 
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LETTER FROM BASTAR 





a1 Ee year my son killed a tiger with 

a single shot of his bow and arrow 
while hunting deep in the jungle," boasts 
the headman of Gummia Beda village 
situated in the hill-forest tracts of 
Abujhmar in central India. Thus in one 
sentence is summed up the isolation of 
Abujhmar, part of the tribal district of 
Bastar in Madhya Pradesh, central 
India. 

The area, of 1,500 sq. miles, has virtu- 
ally been declared a reservation for the 
15,000 tribal people — the Hill Marias — 
who inhabit its vales and hills. The vil- 
lages have scattered dwellings centred 
around the ghotul, or dormitory, the 
centre of social life where unmarried 
youths and guests sleep and where cere- 
monial drums and cooking utensils are 
stored. Village life begins before sun- 
rise, at around 4:30 a.m., with breakfast 
of sulphi, or rice beer — drunk through- 
out the day as a palliative against 
hunger; since the Hill Marias are largely 
dependent on shifting cultivation, their 
food stocks last only a few months. 

Even their traditional songs reflect the 
spartan conditions prevailing in the 
jungle: 

Let us collect dead fruits in the jungle 

And bring them to our families, 

So we can all eat afterwards, 

For today we have no food. 

By mid-morning most youths have 
gone hunting, bow and arrow in hand. 
When chasing game they roam in groups 
through the bush, and, as they close in 
on their prey, the grace and swiftness of 
their movement evokes the motion of a 
wild beast. But even in Abujhmar wild 
game is becoming scarce. One youth's 
morning in the jungle yields only a baby 
owl killed from ambush. 

But despite the deprivation, the tribes- 
people seem to lead a carefree existence. 





1 















he morning's hunting starts: a spartan existence. 


Dancing is a way of life, an expression of 
the tribespeople’s smiling exuberance. 
At the annual Kokori festival held in the 
forest the Maria boys and girls spend the 
early hours of the evening donning their 
colourful attire with ceremonial rever- 
ence. In the darkness of the night the 
sound of voices rise as abundant con- 
sumption of rice beer takes its toll. So- 
called Bison Horn Marias, wearing bison 
horns on their heads, move in frantic Cir- 
cles to the wild rhythm of drums. Others 
bedecked in plumes, pompoms and 
flowers tread lightly to the resonance of 
bells. The bacchanal continues till the 
first rays of sunlight filter through the 
trees. 

It is the same at the tribal markets 
which begin at sunrise. Girls wear 
wooden combs in their hair, an impres- 
sive array being a sign of popularity with 
the opposite sex. Bison-Horn Marias, 
warlike in appearance, move about with 
a hatchet hanging from one shoulder. 
Muria tribespeople, with beads, flowers 
and pompons in their hair, laugh gaily as 
they exchange gossip. 

Local delicacies, like red-ant soup, are 
readily available. Everyone brings a 









Youth dressed for the dance 
an expression of exuberance 



























gourd filled with rice beer which is car- 
ried hanging from one end of a bow. The 
one sign of collective inebriation at the 
close of the morning is the hundreds of 
leaf cups scattered in the marketplace. 
The million tribal people in Bastar 
form part of the major tribal grouping 
known as Gonds. The Gond kingdom of 
Bastar spanned five centuries from 1425 
until independence in 1947 when Bastar, 


| along with other princely states, merged 





into the union. Until then, they had hardly 
been touched by modernity. 

Indeed, it was not until 1863 that the 
first Europeans entered some areas. At 
that time the Hill Marias ran away en 
masse, terrorised by the sight of a 
foreigner. Today, even in the remoter 
areas, they have become accustomed to 
visitors from the outside world, consist- 
ing mostly of the occasional an- 
thropologist, administrator or jour- 
nalist. The only unwelcome figure nowa- 
days is the administrator. “They want to 
change us but all we want is to be left 
alone," is the familiar complaint. 

But in other less remote areas, there 
are even more unwelcome visitors in the 
shape of North Indians, mostly from 
Bihar, Punjab and Uttar Pradesh, who 
have entered Baustar as liquor-traders, 
businessmen and forest contractors. The 
number of outsiders increases year by 
year — as long ago as 1971 there were 
430,000 — and the forests are rapidly 
being eroded. 

Even government development ef- 
forts do not help the tribespeople. For 
example, one development project in 
the area is the huge Bailadila iron ore 
complex at Kirindul. While the central 
government has earned Rs 55.2 billion 
(US$5.81 billion) in foreign exchange 
since 1968 from iron-ore exports to Ja- 
pan, the tribespeople have only been los- 


| ers. Their lands have been expropriated, 





compensation has been inadequate, jobs 
have gone to outsiders and the source of 
drinking water for over 40,000 people in 
about 51 villages has been polluted by 
effluent from the screening plant. 

This may mark only the beginning of 
the inroads of industrialisation. With 
India's increasing stress on modernisa- 
tion the tribes and forests of Bastar may 
be doomed, as the district possesses 
some of the country's greatest untapped 
forest and mineral wealth. 

ALEXANDRA GEORGE 
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The lessons of history 


No one, least of all the Japanese, will 
benefit from rewriting history. In revising 
their school books to cover up the aggres- 
sion and atrocities committed during the 
Pacific war, the Japanese are only delud- 
ing their children, who will grow up 
poorer for not digesting the lessons of the 
war. 

The Japanese have regained much re- 
spect since the war with their anti- 
militarist constitution and rapid industrial 
progress. But they retain a reputation for 
being different from everyone else; suspi- 
cions remain that despite all the changes 
since the war, they do not really believe in 
fair play between nations, whether in 
trade or any other competition. Coming at 
a time when such suspicions are harden- 
ing, the textbook revision can only accel- 
erate the undermining of the Japanese 
image. 

Eventually the worldwide protests 
against the new textbooks, strongest from 
East Asian neighbours which suffered 
most during the war, will fizzle out. What 
will last is an insensitivity to their own his- 
tory on the part of a new generation of Ja- 
panese who may go on to repeat past mis- 
takes, and whose claims to be educated 
men can be legitimately doubted by the 
rest of the world. 

Hongkong LEE CHENG-HYI 


I read with great interest The 5th Column 
on the rewriting of history [REVIEW, Aug. 
20]. History is something like a diary in the 
case of an individual. It should be written 
honestly and accurately. We, however, 
are human beings and as such we often do 
wrong. In such a case, we often hesitate to 
write about what we have done. Even if 
we dare to write it up honestly, we are 
often reluctant to read it again. We some- 
times want to delete it so that nobody will 
read it afterwards. 

In my opinion, the same thing happens 
in the case of a country. It is true that we 
Japanese committed horrible crimes 
against other Asians during the Pacific 
war. The shame is so great that everybody 
shudders to read such records. I think the 
Ministry of Education has made a great 
mistake in eradicating the facts as ordi- 
nary people do in keeping a diary. The 
ministry is not a private person. A govern- 
ment agency should keep an accurate re- 
cord without mixing in personal emotions. 
By doing so, we can learn lessons from the 
past and avoid repeating mistakes. 

Tokyo YUTAKA FURUSAWA 


The period of Japanese presence in East 
and Southeast Asia was indisputably one 
of extreme suffering for people in the re- 
gion. In Malaysia, not only did the Japan- 
ese invasion and occupation bring untold 
death and suffering. it also built up ethnic 
divisions among the people with divide- 
and-rule policies. The attempt by right- 
wing and conservative Japanese to 
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whitewash this history further adds to the 
injustice. More seriously, filling the minds 
of young Japanese with such distorted his- 
tory distorts their views of themselves and 
of Koreans, Chinese, Malaysians, Sin- 
gaporeans, Thais, Filipinos and other 
Asian peoples, with dangerous implica- 
tions for relations between all these 
peoples and the Japanese whose presence 
in the region today is only too obvious 

We learn from history about how we 
lived our past, how our present came 
about, and how we can shape our future 
Surely the lesson of this period in our his- 
tory is to shape hearts and minds against 
aggression, colonisation, occupation and 
suffering of people, not for the advance- 
ment of empire. The attempt to distort 
history should therefore be strongly re- 
sisted by all peace- and justice-loving 
people. Those of us born after this period 
in particular have the responsibility to re- 
member this period’s history so that in 
shaping our future this history may never 
be repeated. 

My parents, who are illiterate, have en- 
couraged me to write this letter. My 
mother's first husband was killed by Ja- 
panese soldiers in the anti-Japanese resis- 
tance in Hainan island. My father remem- 
bers with tears the bombs that rained on 
the people of Sentul, Malaysia, and the se- 
vered heads placed on poles along Batu 
Road, Kuala Lumpur. Their message is: 
never again war! 

Kuala Lumpur POST-WAR MALAYSIAN 


Tasteless Tales 


Traveller’s Tales [REviEW, Aug. 13] is a 
fascinating piece of illogicality. Is it not 
possible that a spur is needed for people to 
create, and that the lack of such a spur was 
the root cause of the supposed absence of 
a great female poet, playwright or 
painter? This is just one of the possible so- 
cial explanations of such a phenomenon 
here are doubtless plenty of others if one 
were to take the trouble to think about the 
problem — for example, the disruption of 
careers by childbirth or the problem of 
being regarded as unsuitable for marriage 
if engaging in a "male" occupation. The 
point is, however, that the "really basic 
differences" between the sexes are capa- 
ble of explanation in social terms. 

You assert that "male creativity is à 
poor attempt to ape women's superior 
biological capacity to create." There 
would appear to be no justification for this 
view. From a psychological viewpoint, 
some males may have been driven by such 
à force, but there is scant evidence to sup 
port this. From a factual viewpoint it is de- 
batable whether women have a superior 
biological capacity to create. Creation re- 
quires both sexes, and it is the male who 
determines the sex of the child. The foetus 
develops in the female, but that is not cre- 
ation 

I agree that women's liberationists have 
damaged the English language by their in- 
sistence that the suffix “man” denotes the 
male sex, rather than the human race. On 
the other hand, their criticisms of the use 
of male terms of address, even when it is a 
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ing flexibility to 
strength. 


Climb into the cab of the powerful Scania truck. You'll 
Soon appreciate what makes us one of the world's 
largest exporters in the segment of heavy 
transportation. The Scania concept, embodying 
intelligent modular design, offers virtually unlimited 
adaptability to each client's special needs, while an 
efficient wide-spread service and spare parts operation 
ensures continued satisfaction and contributes to total 
economy. The same advanced thinking has helped 
create the fuel-efficient Scania buses aimed for the 
increasing segment of urban and interurban mass 
transit. 


Saab-Scania has a clear-sighted policy; we 
concentrate and specialise. Within carefully-selected 
segments, we create technologically advanced products 
that are superior both in performance and in 
competitiveness. Foreign markets account for a growing 
share of our sales, and international co-operation 
agreements strengthen our endeavours. Our network of 
service and production facilities abroad further 
emphasises Saab-Scania's international position. 


Experience gathered from our military and aerospace 
accomplishments has helped create the Saab-Fairchild 


340 airliner. This quieter, more fuel-efficient 34- passen- 


ger turboprop has its course set for tomorrow's rapidly 
growing regional and feeder traffic market. 


In 1978 Saab took the lead with the first mass 
production turbo-charged car engine. Today's second 
generation turbo, with its low fuel consumption in 
relation to high engine output, unites spirited 
performance and sober economy with outstanding 
comfort. No surprise, therefore, that Saab Turbo has 
been elected "Best Sports Sedan for the Eighties" by 
America's authoritative "Road & Track" magazine. 


These are only a few examples of how Saab-Scania 
aims for excellence through concentration and 
specialisation. For further information, please write to: 
Saab-Scania, Corporate Communications and Public 
Affairs, S-581 88 LINKÖPING, Sweden. 
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about the excerpts re- 
.. printed in Traveller's Tales from the Zn- 
donesian Times. In view of the previous 
excerpts, which almost exclusively dealt 
~ with rape, опе Could be forgiven for think- 
' ing that this latest one was a similar mat- 
‘ter, In fact, though you appear not to have 
iced it, there is at least circumstantial 

_ evidence that the woman was a victim of 
male exploitation — the fact that he was 


ath 


nc t 

comparable. He apparently has |- 
an axe to grind with a reader in Peking, 
but he defeated himself with his own il- 


logic. Give us back the gags we turn to 
Traveller's Tales for. Don't make us gag 
for looking. 


Tokyo CHRIS KELLEY 


The traffic in children 


Whatever the rights and wrongs of the 


controversy over John Pilger's London | 


Daily Mirror story alleging child slavery in 


Thailand [REVIEW, July 16], you have 


demonstrated in the past that you have lit- 
tle interest in exposing the details of the 
traffic in children. With your extensive ex- 
perience of Asian affairs it is odd that you 
failed to ‘report the activities .of the 
Bangladesh Directorate of Social Welfare 
in July 1979, regarding claims by parents 


-| from Dattapara Camp, Tongi, near 


|, bee 


s. misun- 


person would assume this remark was 
made completely in jest. That no rush of 
letters followed it shows that libbers have 
Stopped reading the REVIEW, or have be- 


come more intelligent, or have given up | s 


protesting to a magazine which rarely 
: prints their letters. It takes very convo- 
deed, however, to see this as 
f Imission that there would still be 
wars even if women ruled the world. Un- 
less you believe that both males and 
females are completely liberated from the 
roles assigned to them by society, you will 
agree that education at least, if not libera- 
tion, is still needed. А 
ароге « ` *. -PETER WALKER-SMITH 


low disappointing that Traveller's Tales, 
ally. good for a grin, evoked only a 
grimace when Derek Davies indulged his 
pet peeves for the entire column. 
. ‘Noone is trying to take away pictures of 
pretty girls. The-argument against violent 
pornography is that depictions of naked 
women being skewered or of children 
being molested are not exactly benevolent 
entertainment. 
> Davies showed his age with that tired 
old saw that creative men are driven by the 
urge to ape women's "superior" reproduc- 
ive powers, b only things of im- 
portance wome e are babies.. Vir- 
ginia Woolfe, Pearl Buck, the Bronte sis- 
ters or Jane Austen may 'to his taste, 


but their work can hardly be called |. 
eriously calling the 
renowned works of Georgia O'Keeffe, 


“minor.” And ish 


„many of the abuses. 


Dacca, who alleged.they had been de- |. 
. frauded of their children by Dutch agen- 
. cies. Nor did you report the ban imposed 
think | on foreign adoptions by the Bangladesh 
| Government in June this year, when it was 
| alleged that foreign agencies have misused 


these children. Nor have you reported (as 


| far as Т am aware) the Sri Lankan ban on | 


options overseas, due toalleged abuses, 
r two police re 


Yours is а businessman's journal and in 
Asia children, tragically, are big business. 
The space you de 


Pilger. contrasts with your silence on so 


Calcutta. 


As one who has visited Thailand on a 
number of occasions I find it remarkable 
that John Pilger's story could evoke such a 
vituperative response from presumably 
liberal journalists and observers. I could 
lead anyone to child brothels a stone's 
throw from Hualampong Station in cen- 
tral Bangkok where ‘children of both 
sexes, daubed in make-up, sell their 
bodies for Baht 40 (US$2). It is fraudulent 
to deflect the import of the child trade in 
Thailand and to concentrate instead on 
whether Pilger was duped or not. The evil 
which Pilger wrote about persists. Why be 
mealy-mouthed about it? 

It is equally fraudulent to excuse Thai- 
land's current neglect of the welfare of its 
children by drawing on.the many injus- 
tices of 19th-century England. Is child 
exploitation in Thailand going to lead to 
industrial take-off? The point is also worth 
making that the injustices of England in 
the last century were only slowly im- 


proved because of the writings and tireless | 
efforts on the part of observers and out- 


spoken reformers like Charles Dick 


ce. Тот Indonesia of | | 
traffic in-children overseas, based on il- | ]- 
legal local purchases of children, involving |]: 
| profiteering by midwives: —— ' ' 


ted to demolishing 
which children are 


“subjected in the countries covered by your 
journal SES DE | 


JACK PREGER |. 
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The prime location of the land offers 
convenient access to transport and to Brisbane 
City — 8 km. to the Brisbane G.P.O., 8 km. to 
container wharves, and 3 km. to Eagle Farm 
Airport via the new Gateway Bridge due for 
completion in 1985. 

Land Mason opportunities include: 

«Wharf facility for local and overseas shipping. 


e|ndustrial development, warehouses, tank 
storage etc. 

eSub-division into highly marketable industrial 
sites utilizing a 2.32 km. road frontage. 
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The phoenix of Chinese politics, Deng Xiaoping, 
puts the crowning touch on his long rise back to 
power with the long-awaited redefinition of 
communist party positions and practices at the 
12th party congress in Peking. As he prepares 
to kick himself upstairs along with other aging 
leaders to form an advisory council, the con- 
gress Vere f throws out the last remaining 
doctrines of Mao Zedong and replaces them 
with the more pragmatic thoughts of Chairman 
— or Secretary-General — Hu Yaobang. Mean- 
while, in an extensive revision of party history, 
Mao's chosen successor, Hua Guofeng, comes under heavy criti- 
cism. Peking correspondent David Bonavia reports. Pages 12-14 
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dian planners’ latest move in the | 
quest for oil self-sufficiency - 
raises doubts about their amb ut 
tions. $ 
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Singapore's Operation Cold 
Store ends with the release of Lim 
Hock Siew from detention. 
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A tax scandal puts paid to plans 
for an early general election in 


Australia. 
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Asean is happy about the dip- 
lomatic status of the Cambodian 
coalition, but far from happy 
about the ominous troop build-up 
in Cambodia. Meanwhile, the use 
of facilities in Vietnam helps the 
Soviets keep watch over Asia. 
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ihar unleashes a nationwide 
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Mrs Gandhi reshuffles 
her cabinet 


Indian Prime Minister Indira 
Gandhi has appointed Prakash 
Chandra Sethi home minister 
in a cabinet reshuffle. 
Defence Minister Ramaswamy 
Venkataraman has been in 
charge of the Home Ministry 
since Zail Singh left the cabinet 
in June to become India’s pre- 
sident. Contrary to expecta- 
tions, Mrs Gandhi has not 
moved her son Rajiv into the 


^ government. 


Four of the late Sanjay Gan- 
dhi's supporters have been ac- 
commodated as junior minis- 
ters, рёгһарѕ to blunt his 
widow Maneka's political of- 
fensive in the name of his 
ideals. Among the significant 
| changes is the shifting of the in- 
formation and broadcasting 
minister, Vasant P. Sathe, to 
fertilisers and chemicals. N. K. 
P. Salve gets the information 
and broadcasting portfolio. 

— MOHAN RAM 


France denies Mirage 
fighter deal 


France has strongly denied re- 
ports that it is planning to sell 
Mirage 2000 fighter-bombers 
to China, a deal said to have 
been negotiated in Peking by a 
French team and revealed to 
Agence France-Presse Бу 
Chairman Hu Yaobang. 
France is said to be against 
selling offensive or nuclear 
weapons to China but it has not 
ruled out the possibility of selling 
defensive systems and trans- 
port aircraft; permitted sales 
could include radar and anti- 
aircraft systems. 
— PATRICE de BEER 


Thailand attempts to 
coordinate armed forces 
Thai Prime Minister and De- 
fente Minister Prem  Tin- 
_sulanond has indicated that he 
will approve a plan under 
which the commanders of the 
three armed services will be au- 
tomatically appointed deputy 
supreme commanders in this 
month's annual military re- 
shuffle. The proposal is aimed 
at improving coordination be- 
tween the army, navy and air 
force, but will have little effect 
on the real power balance in 
the military; the army is indis- 
putably the senior service and 
will continue to underwrite the 
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stability of the government. 
The current supreme com- 


mander is Сеп.  Saiyud 
Kerdphol, who has another 
year to serve in the post. 

— JOHN McBETH 


Good harvests make 
Vietnam self-sufficient 


For the first time since the 
country's reunification, Viet- 
nam has become self-sufficient 
in food, Vice-Premier To Huu 
said on the eve of the 37th an- 
niversary of Vietnamese inde- 
pendence. To Huu said this 
year's good harvests, com- 
bined with the new economic 
policies in agriculture, have 
contributed to the country's 
success. 

To Huu said Vietnam's in- 
dustrial output for the first half 
of the year increased 20% over 
the same period in 1981. Ex- 
ports also increased 50%. 

— TON LONG 


Thai communist leader 
surrenders 


The defection of Communist 
Party of Thailand politburo 
member Udom Srisuwan is 
seen as further confirmation of 
serious ideological conflicts 
within the party leadership. 
The surprise move was an- 
nounced on September 7, two 
days after Udom's wife called 
former special branch com- 
mander. Maj-Gen. _ Aree 
Kaributr from a house in 


Udom: surprise move. 





Bangkok and told him her hus- 
band wanted to surrender. 
Udom, 62, who went into the 
jungle in the mid-1960s and 
joined the politburo in 1976, is 
said to have told officials he de- 
cided to give himself up be- 
cause pro-Chinese hardliners 
in the party had failed to adopt 
a policy more in keeping with 
Thai society and conditions. 
— JOHN McBETH 


BUSINESS 


Japanese firms step up 
fixed investment 

Japanese private investment in 
plant and equipment continues 
to grow at a rapid rate. A sur- 
vey by the Japan Development 
Bank of more than 1,600 firms 
showed that fixed investment 
during the fiscal year ending 
March 1983 would increase by 
10.2% over the previous year, 
to ¥13.83 trillion (US$53.09 
billion), and that this rate of in- 
crease surpasses that of two of 
the past three years when the 
rate was 8.8% in 1981, 20.6% 
in 1980 and 9.3% in 1979. 
Slightly more than 50% of the 
firms are investing to expand 
capacity, nearly 13% for 
rationalisation and energy con- 
servation and about 5% for re- 
search and development. The 
four industrial sectors with the 
largest scheduled rate of in- 
crease in fixed investment for 
this year are the steel, services, 
electric utilities and chemical 
industries. — HIKARU KERNS 


Thailand and the EEC 
strike tapioca deal 

An agreement covering Thai 
tapioca exports to the Euro- 
pean Economic Community 
has been signed in Brussels. 
While expressing his govern- 
ment’s satisfaction over the 
agreement, Thai Commerce 
Minister Punnamee  Punsri 
voiced concern at the recent 
EEC regulation redefining 
tapioca pellets, which he felt 
could be used to restrict ex- 
ports. The European Commis- 
sion declared it would consult 


Thailand over the new defini- 


tion and Thai and European 
customs experts will meet be- 
fore the end of the year for this 
purpose. Arrangements were 
also drawn up covering the 
extra 500,000 tonnes the EEC 
has agreed to take during 1982. 

— MALCOLM SUBHAN 


Bangladesh secures 
untaxed funds 

About Taka 2.73 billion 
(US$180.2 million) has been 
declared by individuals as un- 
taxed income, the Bangladesh 
authorities have announced. 
The amount includes about 
US$1 million, nearly £300,000 
(US$514,500) and the rest in 
Bangladesh currency, The 
number of declarations was 
12,534. They were in response 


to the martial-law  govern- 
ment’s declaration іп April 
which laid down that anyone 
who declares hidden income 
and invests for productive pur- 
poses can do so after paying a 
nominal flat-rate 15% tax. 
Those who do not invest their 
declared money for productive 
purposes will have to pay a 
higher 30%. tax. 

—S. KAMALUDDIN 


for South Koreans 
South Korean construction 
companies are winning more 
overseas deals this year than in 
1981, itself a record-breaking 
year in terms of the value of 
contracts won outside the 
country. Official figures. indi- 
cate contracts signed during 
the January-August period 
totalled US$9.5 billion, a 
43.595 rise over the same 
period last year. They include a 
0755960 million railway instal- 
lation project in Iraq involving 
a consortium of several South 
Korean companies, including 
Hyundai, whose portion alone 
is worth US$730 million. At 
the present rate, the year-end 
contract total is expected to ex- 
ceed the US$13.5 billion re- 
corded for 1981, according to 
industry sources. 
— SHIM JAE HOON 


Government halts run on 
Taiwan finance firm 
Taiwan's Ministry of Finance 
and the central bank stepped in 
to support the Asia Trust and 
Investment Corp. (Atic) aftera 
run on the company. A news 
report that Atic’s assets were 
insufficient to cover bad debts 
of NT$700 million (US$17.5 
million) sparked a panic among 
deposits who withdrew 

1.1 Billion on August 14 — 
i ia than five times the aver- 
age. 

Atic’s» chairman, Tan Yu, 
called the news report inaccu- 
rate, though admitting to de- 
lays in repayment of some 
loans. He claimed Atic's re- 
serves of NT$2.6 billion at the 
central bank and the com- 
pany's total net worth of 
NT$3.99 billion were more 
than adequate. When small de- 
positors continued to withdraw 
funds on August 16, however, 
government financial au- 
thorities pledged their aid, and 
within a few days funds started 
flowing back to the trust com- 
pany. _ —DIRK BENNETT 
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Philippine 
opposition figure 
Benigno Aquino, 
now residing in the 
United States, is 
lanning to visit 
anila during the 
two-week absence 
of President 
Ferdinand Marcos, 
who will be starting 
a visit to 
Washington on 
September 15. Sources said Aquino 
tried to return to the country in 
late April for the funeral of 
senator Gerardo Roxas, but was 
threatened with arrest by the 
authorities. 


PROFITABLE SAFARI 


South Korea’s economic presence 
in Africa is expected to grow steadily 
over the next few years. Following 
President Chun Doo Hwan’s recent 
visit to Kenya, Nigeria, Gabon and 
Senegal (REVIEW, Sept. 3), a group 
of 50 African construction engineers 
has been invited to South Korea for 
three months of on-site training. To 
broaden economic participation in 
other areas, a cabinet-level official 
from each of the four countries will 
visit Seoul shortly at the invitation 
of Chun’s government. 


AFGHANISTAN 

Thousands of Soviet and Afghan troops 
launched a massive attack on the Panjsher 
Valley to consolidate their position, sources 
said (Sept. 6). 


BANGLADESH 

A special military court jailed two former 
ministers and two businessmen for corruption 
arising from a sale of ub Fokker F28 aircraft 
(Sept. 4). : 


CHINA 
The 12th party congress opened (Sept. 1). 
Chairman Hu Yaobang again urged Taiwan 


to hold reunification talks with Peking. Hu 
announced the post of party chairman would 
be abolished and the party would be headed 
by a secretary-general (Sept. 5). 


HONGKONG 

Governor Sir Edward Youde and five unof- 
ficial members of the executive and legislative 
councils arrived in Britain for talks with Prime 
Minister Margaret Thatcher (Sept. 5). 


INDIA 

Prakash Chandra Sethi was appointed 
home minister in a cabinet reshuffle (Sept. 2). 
Journalists across the country staged a 24- 
hour strike to protest against a controversial 
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INTRACTABLE PROBLEM 

India has been providing small arms 
to Chakma tribespeople in 
Bangladesh's Chittagong Hill Tracts 
who have been clashing with local 
paramilitary forces. Last year India 
alleged that a large number of 
Chakmas had fled across the Indian 
border, but Bangladesh denied this. 
India's Mizo insurgents still have 
sanctuaries and headquarters in 
Bangladesh. 


KABUL CALLING 


While continuing to deny that 3 
million Afghan refugees live in 
Pakistan and Iran, the Afghan 
Government of President Babrak 
Karmal is directing a special appeal 
to them to return to the homeland. 
A new radio station, Voice of the 
Afghan People, went on the air late 
last month with programmes 
targeted at the refugees. 


TO EACH HIS OWN 


Asean diplomats mounting a 
lobbying campaign before this 
month’s United Nations General 
Assembly session to ensure that 
Democratic Kampuchea, now 
comprising a tripartite coalition, 
retains its UN seat are concentrating 
on demarcated areas of influence. 
Generally, it has been agreed that 
the Philippines should concentrate 


press bill passed in the state of Bihar (Sept. 3). 
About 300 people died in 10 days of flooding 
in vast areas of Orissa and parts of Uttar 
Pradesh (Sept. 7). 


JAPAN 

Zaire’s Foreign Minister Yoka Mangono 
arrived. Petrol bombs were hurled at the Edu- 
cation Ministry and the headquarters of the 
ruling Liberal Democratic Party, apparently 
in protest at the rewriting of school history 
textbooks (Sept. 7). 


MALAYSIA 

The Libyan Government has agreed in 
principle to help set up a proposed interna- 
tional Islamic university in Malaysia, the offi- 
cial Bernama newsagency said (Sept. 5). 


SOUTH PACIFIC 

Gaullist Jacques Lafleur won a landslide 
victory in New Caledonia’s French National 
Assembly election (Sept. 6). 


PHILIPPINES 

Twenty-three more unionists were arrested 
in a crackdown on union men suspected of 
violating security laws, the Philippine Con- 
stabulary said (Sept. 1). Six members of the 
Communist Party of the Philippines were ar- 
rested in a crackdown on dissident groups, 
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on Latin American countries, 
Singapore on Commonwealth 
countries, Indonesia and Malaysia 
on fellow Muslim nations and 
Thailand on members of the 
European Economic Community. 
The Asean countries are confident 
that the United States, China and 
Japan will help in the lobbying 
efforts. 


GO-AHEAD FOR ALEX 


Britain's Princess 
Alexandra will visit 
Thailand in 
October despite 
King Bhumibol 
Adulyadej's recent 
illness (REVIEW, 
Aug. 27). The 
princess was 
reportedly 
concerned about 
reports of the 
king's prolonged 
bout of pneumonia and wrote asking 
if she should still make the visit, 
which is in connection with this 
year's Rattanakosin bicentennial 
celebrations. She was promptly told 
that she and her husband should still 
go — they will be private guests of 
the Thai royal family. Doctors have 
told King Bhumibol not to 
undertake any public engagements 
for at least three months. 


military authorities said (Sepr. 2). The mili- 
tary formally charged 68 people with conspi- 
racy to rebel, the official Philippine News 
Agency said (Sept. 4). 


TAIWAN 

Thirteen policemen were arrested for al- 
legedly accepting bribes in what was de- 
scribed as the nation's biggest police corrup- 
tion scandal (Sept. 3). 


THAILAND 

Vietnamese Deputy Foreign Minister Ha 
Van Lau held talks with Deputy Foreign 
Minister Arun Panupong on Cambodia 
(Sept. 1). Expelled journalist Barry Wain of 
the Asian Wall Street Journal returned after 
being granted permission by the authorities. 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja arrived for talks on Cam- 
bodia (Sept. 2). Lieut-Gen. Harn Linanond 
accused unnamed Malaysian opposition par- 
ties of supporting Thai Muslim secessionists. 
The Interior Ministry agreed in principle to a 
proposal to grant citizenship to members of 
the Communist Party of Malaya as an incen- 
tive for them to surrender, a senior army offi- 
cial said (Sept. 3). Udom Srisuwan, a polit- 
buro member of the Communist Party of 
Thailand, surrendered to the authorities 
(Sept. 4). 
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Ye and Hu; Deng: the phoenix chick sings sweeter. 








Deng's new order rises from the ashes of Maoism 


The flight of the phoenix 


By David Bonavia 

Peking: Deng Xiaoping has seen his life's 
work come to fruition with the Chinese 
Communist Party endorsing at its 12th 
congress the aims and work-style which he 
has long stood for. A mere six years after 
the death of Mao Zedong, the party has 
repudiated some of the old chairman's 
best-known ideas as well as the methods of 
government he evolved in the last tumul- 
tuous decade of his life. The congress. 
which started on September 1, passed new 
statutes for the party constitution, aimed 
at making it more democratic and less self- 
serving. 

The congress rubber-stamped the work 
report of Hu Yaobang who, as secretary- 
general, leads the 39-million-member 
party. Hu's report — delivered on Sep- 
tember 1 and filtered out on successive 
days until the release of the full text on 
September 7 — dwelt heavily on the need 
for practical solutions to China's problems 
and on the party's guiding — not dictato- 
rial — role. How far the party will follow 
these unimpeachable intentions is another 
matter, which only time will make clear. 

Attention was focused on the new 
bodies which have been set up to accom- 
modate elderly leaders who, like Deng, 
who has held the post of party vice-chair- 
man, меге expected to step down from 
their top posts at the conclusion of the 
congress. Ye Jianying. a leading vice- 
chairman; said in a personal address that 
he had many times asked to retire, but had 
been persuaded to stay on. Ye, in his capa- 
city as chairman of the standing commit- 
tee of the National People's Congress, is 
the closest Chinese equivalent to a head of 
state. 
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The intention of restoring the position 
of president or chairman of the state has 
already been announced, though the new 
incumbent's name is not known. Ye 
quoted a Tang -dynasty poem: “The 
phoenix chick sings sweeter than the full- 
grown birds.” Deng and veteran economic 
planners Chen Yun and Li Xiannian are 
expected to sit on the newly established 
party advisory council, which will give ad- 
vice to the politburo. Others will take 
their places on the new discipline inspec- 
tion commission, the future watchdog of 
the ethics of party members. 

Zhu Muzhi, the congress spokesman, 
said in answer to à question that members 
of these bodies would mostly relinquish 
other party appointments, but in the case 





kar b, 








of a few very experienced and respected 
people exceptions would be made, and 
they would be allowed to exercise other 
official functions simultaneously. 

Speculation surrounds the fate of Hua 
Guofeng, supplanted from the chairman- 
ship and premiership of the State Council, 
in favour of Deng proteges Hu and Zhao 
Ziyang. The TV cameras showed Hua 
only briefly at the end of the row of vice- 
chairmen at the congress' opening, while 
dwelling at length on other leaders. 

In his speech, Deng referred to the 
many errors of line and practice commit- 
ted by the party since the eighth congress 
in 1956, and said the present meeting was 
the most important since the seventh con- 
gress in 1945, The leftist-dominated ninth 
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Delegates representing Taiwan at the congress: no fresh light. 


and 10th congresses (held in 1969 and 1973 
respectively) were given short shrift. 

The llth congress in 1977, and more 
particularly the third plenary session of its 
central committee in 1978, are nowadays 
viewed as the jumping-off point for the 
improvement in the party's style and 
goals. The third plenary was the occasion 
at which Deng's Right-leaning pragmatic 
line finally triumphed over remnant 
Maoists such as Wang Dongxing. Chen 
Xilian and Ji Dengkui, and later enabled 
him to oust Hua from his top posts. 

Hu announced that from the second 
half of 1983, party members would have to 
be re-registered — a polite way of describ- 
ing a nationwide purge of dishonest, over- 
age or inept cadres, and especially those 
who rose to power on the leftist surge of 
the Cultural Revolution. 


he secretary-general, who will have 

the power to convene and preside over 
sessions of the politburo, gave a realistic 
appraisal of the state of the Chinese econ- 
omy, not pulling any punches when he 
spoke of waste and inefficiency. Words 
like “appalling,” “rather low," “shortage 
and strain,” “lagging behind,” and “back- 
ward” fell often from his lips. 

However, Hu forecast that “if we work 
hard and in a down-to-earth manner,” 
China could quadruple its gross annual 
value of industrial and agricultural pro- 
duction from Rmb 710 billion (US$370 
billion) in 1980 to Rmb 2,800 billion in 
2000. “Although China’s national income 
per capita will even then be relatively 
low,” Hu said, “its economic strength and 
national defence capabilities will have 
grown considerably, compared with what 
they are today.” 

The party leader announced no drastic 
changes of course for the sixth five-year 
plan (1981-85), but confirmed that present 
policies would continue, especially the lib- 
eral responsibility systems in agriculture. 
But he gave a warning that produc- 
tivity must rise faster than incomes if 
China were to develop and grow. 
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On international affairs, Hu took a 
lower profile than Deng, who had opened 
the congress with a speech saying: “China 
will never be any other country’s vassal.” 
Hu touched onthe main problem areas — 
American arms sales to Taiwan, the 
Soviet threat, possible renascence of Ja- 
panese militarism and reunification of 
China. He said nothing that threw any 
fresh light on Peking’s intentions with re- 
gard to Taiwan, Hongkong and Macau. 

Hu sounded the alarm about corrupting 
influences from the West coming in the 
door when it was opened to trade and 
other necessary forms of contact with the 
outside world. Spelling out the leader- 
ship’s policy over market forces and 
economic planning, he reiterated the posi- 
tion that planning took precedence, but 
added: “A number of small commodities 
which are low in output value, great in var- 
iety and produced and supplied only sea- 
sonally and locally need not and cannot be 
controlled entirely by planning. 

“Enterprises may be allowed to arrange 
their production flexibly, in accordance 
with the changes in market supply and de- 
mand. The state, on its part, should exer- 
cise control through policies, decrees and 
administration by industrial and commer- 
cial offices, and should help these enter- 
prises with the supply of certain important 
raw and semi-finished materials." 

China is now waiting to see who its 
other new leaders will be. The politburo 
will be considerably below strength if all 
the expected retirements occur. But to try 
to identify rising starsin the party's firma- 
ment is difficult because the Cultural Re- 
volution created such.a big gap between 
the rulers and the ruled. Pictures of the 
leaders at the congress were all too often 
studies in senility. 

Spokesman Zhu added & touch of re- 
strained levity when a Western correspon- 
dent asked whether, after all its blunders, 
the party was still wanted in any form by 
the people of China. *The people are en- 
thusiastic about the congress," said Zhu, 
“as you can read in the newspapers.” 








Thoughts of 
Secretary Hu 


Peking: Some thoughts of Secretary- 
General Hu Yaobang taken from. his 
speech on September 1: 

» Our national economy has grown 
steadily even in the past few years of read- 
justment and the achievement is quite im- 
pressive. In many fields, however, the 
economic results have been far from satis- 
factory and there has been appalling waste 
in production, construction and circula- 
tion. 

ь А basic principle guiding our 
economic work is: first, feed the people 
and second, build up the country. 

> In no circumstances must we forget 
that capitalist countries and enterprises 
will never change their capitalist nature, 
simply because they have economic and 
technological exchanges with us. While 
pursuing the policy of opening to the out- 
side, we must guard against, and firmly re- 
sist, the corrosion of capitalist ideas, and 
we must combat the worship of things 
foreign or fawning on foreigners. 

» The decade of domestic turmoil con- 


founded the criteria of right and wrong. _ 


good and evil, beauty and ugliness. It is 


much more difficult to undo its grave - 


spiritual consequences than its material 
ones. 

» The whole party must acquire a bet- 
ter understanding of the nationalities 
question, oppose great-nation chau- 
vinism, primarily Han chauvinism. 
and at the same time oppose local-nation- 
ality chauvinism. 

» We note that the Soviet leaders have 
expressed more than once the desire to 
improve relations with China. But deeds, 
rather than words, are important. If the 
Soviet authorities really have a sincere de- 
sire to improve relations with China and 
take practical steps to lift their threat to 
the security of our country, it will be possi- 
ble for Sino-Soviet relations. to move to- 
wards normalisation. 

» Sino-US relations can continue to de- 
velop soundly only if the principles of 
mutual respect for sovereignty and territo- 
rial integrity and non-interference in each 
other's internal affairs are truly adhered 
to. 

» Some forces in Japan are whitewash- 
ing the past Japanese aggression against 
China and other East Asian countries and 
are carrying out activities forthe revival of 
Japanese militarism. These dangerous 
developments cannot but put the people 
of China, Japan and other countries 
sharply on the alert. 

» Party members have only the duty to 
serve the people diligently and conscienti- 
ously and no right whatsoever to take ad- 
vantage of their power and positions to 
"fatten" on the state and on the masses. 

— DAVID BONAVIA 
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ing: It has been said that under 
-the future is certain; only the 
is unpredictable. Last week the 
ese Communist Party did its best to 
with that tradition, by printing a 
but coherent history of events: be- 
n the 1976 death of Mao Zedong and 
irrent 12th congress of the party. The 
anguage China Daily on succes- 
published a chronology of events 
the lith congress in 1977. as 
ound for a better understanding of 















rmer party chairman Hua Guofeng 
specifically criticised in this series, as 
he entire leftist tendency in modern 
ese politics. Hua, sitting in the most 
ior position on the rostrum: for the 
g of the congress chaired by his 
enemy Vice-Chairman Deng Xiao- 
was shown only briefly by TV 












гапа on Hu Yaobang, who replaced 
as chairman last year. Several of the 
arty and military stalwarts: оп the plat- 
rm, nearing or already into their 80s, 
give ир their posts to joiri à new advi- 
y council and leave the day-to-day run- 
g of the country to the duumvirate of 
who was due to be reconfirmed as 
y secretary-general during the con- 
ss) and Premier Zhao Ziyang. 





Mao Zedong was fond of saying 
cannot make an omelette without 
ing eggs — which in his case came in- 
easingly to mean the political careers 
id reputations of dozens of his old com- 
es and associates. Leaders close to 
3 who. survived the Cultural Revolu- 
and returned to high office in a good 
cases found themselves. set aside as 
itable for the omelette which Deng 
oping, by then effective ruler of the 
ry, hadin mind; 
biggest egg to have been cracked by 
ormer party chairman and former 
ua Guofeng. The man who re- 
ed Віт, Hu Yaobang, is reported to 
га foreign. visitor recently that 
ill. recalcitrant. Mao's chosen 
„Но reportedly said, was unwil- 
epudiate the left-leaning political 
ce which brought him into confronta- 
п with Deng and his men after only two 
three yeats of uneasy condominium. 
lua is по fool and his doggedness in 
ging on.to the face-saving post. of 
or vice-chairman, after losing both the 
rship and the chairmanship, indi- 
elieves he still has a political fu- 
ure. He seems: 
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ing rival ones for the late 


willing to put up with being. 


-Prominent among those stepping down 
are expected. to be Deng, national 
figurehead Ye Jianying, economic plan- 
nérs Chen Yun and Li Xiannian, and vete- 
ran army commanders Xu Xiangqian and 
Nie Rongzhen. Huais not obliged to leave 
the politburo on grounds of age — he is 
only 62 -— but could well do so because of 
the stigma.of incompetence and. leftist 
leanings which has been stamped on him. 
The party’s new potted history blames 
Hua for having delayed the outlawing of 
certain slogans and ideals of the Cultural 
Revolution period from 1966-76, "thereby 
failing to put things to rights in theory amd 
in the party's guidelines.” = ~ 

Despite that, Hua's chairmanship of the 
party — legitimised by an alleged saying of 
Mao: “With you in charge I amat ease" — 
was confirmed at the 11th congress, when 
Deng reappeared after his second term of 
political disgrace. The crunch came in 
1978 when Hua laid himself open to criti- 
cism for delivering to the fifth National 
People's Congress — China's parliament 
— a report, in his capacity as premier, 
calling for over-ambitious investment in 
120 new heavy industrial projects, way 
beyond the. country's means. Later that 
year Deng had several top leftists: re- 
moved from the politburo, leaving Hua 
isolated. E 














































Deng's Aunt Sally, blamed for serious 
"errors" three years in succession. After 
Mao's death, Hua served as a rallying 
point for leaders with a history of attach- 
ment to Mao's leftist cause, just as he had 
acted as a useful front for Jiang Qing and 
her associates in the Gang of Four when 
they were riding high in 1976. But even 
Hua could not stomach the ambitions and 
bossiness of Mao's widow, so he joined 
forces with the military faction in the polit- 
buro to overthrow the gang. 

This flexibility of loyalties made. Hua 
himself vulnerable when he took on Mao's 
mantle and began to nurture a personality 
cult of his own. He quickly became “the 
wise leader,” and. gave full rein to his 
chubby, avuncular image (belied by years 
of political intrigue). Metaphorically, he 
kissed every baby in sight. The cult was 
reaching impressive proportions before 
Deng and his group announced in 1980 
that there would bé an end to all personal- 
ity cults, on the grounds that they “lacked 
political dignity." In the meantime, they | 
had managed to check Hua's cult by creat- | 
premier Zhou 








nlai and even Liu Shaogi. 
-Meanwhi 





| much power, while betraying the.prin 
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pages, and the word "lef 
came more opprobri 

saw the party's vindication: 
leftist rioters who staged t 
` turbances in Peking's Tiananmen Squ 
Та 1979, despite the disti 
so-called punitive: invasion of Vietnam, 
the party decreed the payment of substan- 
tial subsidies to the peasants to motivate 
an increase of output, and ordered the 
transfer of huge. investment funds from 
heavy to light industry. 













T» potted history of Chinese politics 
since 1977 is silent on several key issues 
—notablythe opposition of many top com- 
manders of the People's Liberation Army 
to the new policies in agriculture and to 
the new freedoms irrintellectual and artis- 
tic life: Since 1980 the military have made 
по bones ‘about théir misgivings over the 
greater freedoms given to the peasants to 
“enrich themselves" by almost any means 
they see fit. The PLA hasalways relied оп . 





_ the peasantry as its main recruitment pool 


and. young peasants nowadays would 
rather stay at home and help their families 
earn more monéy. : see 
The PLA commanders also bitterly re- 
sented the party's green light to young au- 
thors who wanted to expose corruption 
апа privilege in the officer corps, espe- 
cially at the top, and who did not kowtow 
to the military-romantic mystique with 





away at members of the politburo who 
thought his de-Maoification programme. 
was going too fast and giving him too 






ples of Maoism. Deng first cleared away 
the weaker comrades — such as Wu De; 
Peking’s mayor (who had gone on dé: 
nouncing Deng à little too long after the 
fall of the gang) and the token minority 
national, the Uighur, Saifudin. By the 
time the third plenum of the tith Central 
Committee: was convened in December 
1978, Deng was strong enough to oust the 
formidable Wang Dongxing, who had 
tried to capitalise on his former intimacy 
with Mao as the old chairman's personal 
security chief, and on his control of the 
Central Committee archives. 


Му" Wang went Peking Military Re- 
gion chief commissar Ji Dengkui, re- 
gional military commander Chen Xilian 
andnationálmodelpeasant Chen Yonggui. 
This was.an impressive display of masterful 
political strategyon Deng’s part, rivalledin 
party history only by the swathes Mao cut 
around himself. However, Deng lost 
much goodwill in the People’s Liberation 
Army —- despite being its effective head 
and initially recommended for that post by 
Mao in. 1974... 5 © ui 
The PLA was evidently offended by 
ut down its influence on 

0 ing. And his former 
er Xu Shiyou wa diy - 






































which Mao endowed the armed forces. 
Some of the iconoclasts were serving offi- 
cers, PLA commanders probably also ob- 
jected to the big cutbacks in the steel and 
power industries, especially since they 
were accompanied by economies in the 
military budget and not compensated for 
by purchases of advanced arms from 
Western countries, 

The undeniable success of the peasant 
self-enrichment campaign and the 
crackdown on dissident authors has prob- 
ably mollified the PLA brass to some ex- 
tent, but a greater alienation of the mili- 
tary from the party leadership is likely in 
view of the gradual ousting of top PLA 
leaders from the politburo, where they 
often used to claim the lion’s share of the 
decision-making. Although Deng won all 
his fights with politburo leftists and mili- 
tary commanders until the end of last 
year, by February he was obviously meet- 
ing stiff resistance to any further axing of 
Mao's ideas about the way to run China. 
After a three-week disappearance, Deng 
returned to play publicly little more than 
the role of eminence grise receiving 
foreign visitors. Economic planning and 
administration fell increasingly on the 
shoulders of Zhao. 

Hu was by that time deeply involved in 
the modification of the party's role from 
that of boss of everything to that of sea- 
soned counsellor giving the government 
and nation their moral and theoretical 
lead. Deng's decision to step down from 
his politburo positions this year gave the 
lie to his earlier statements that he would 
do this when he reached the age of 80 in 


alienated at being passed over for defence 
minister. The top army man in the polit- 
buro, Ye Jianying, was reported to be an- 
noyed by Deng's sweeping reforms and 
the ousting of so many of the veteran 
leaders. 

By 1980 Deng's political net had been so 
tightly closed that to remove anyone else 
from the politburo meant taking them 
with him on the grounds that it was neces- 
sary to step aside and make way for 
younger and more vigorous leaders. Deng 
could hardly go on much longer calling for 
rejuvenation of party ranks with a straight 
face, when he himself was 75. 

So Deng relieved Hua of the premier- 
ship, while personally relinquishing his 
role as vice-premier and making sure sev- 
eral others did the same. This move had 
little effect on the real powers of Deng and 
most of the other vice-premiers, however, 
except it made it possible. to promote 
Deng's protege, Zhao, to the premier- 
ship. (This year nearly all the remaining 13 
vice-premiers have been shuffled off to a 
new advisory body for the state council). 
Deng's political orientation is towards 
unity and cooperation, unlike that of 
Mao, who favoured contention, whether 
creative or destructive. But the redoubta- 
ble Sichuanese has with his own hands 
taken the post-Mao leadership apart, re- 
moved faulty or worn parts and put it to- 
gether again. Мом, remains to be seen 
how it will work. — DAVID BONAVIA 
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1985. At the same time, he is not known to 
be seriously ill, and is certainly not senile. 

China's foreign policy has. become 
noticeably tougher since then, as though 
Deng had been mollifying hotheads in the 
leadership who wanted to deliver a re- 


sounding rebuff to the United States over 
arms sales to Taiwan. Although no liberal, 
Deng was thought to understand the im- 
portance of a certain amount of cultural 
freedom and intellectual ferment in liven- 
ing up the country's creativity and inven- 
tiveness, and giving people an image of a 
freer and more congenial social atmos- 
phere. This went right out of the window 
last spring, when the authorities banned 
informal contacts between Chinese 
people and foreigners, 

The tour d'horizon, then, suggests that 
Deng and several of his elderly supporters 
are stepping down early in order to let 
their aura of authority cling around Hu 
and Zhao, until these two have estab- 
lished themselves as strongmen in their 
own right. The ability of semi-retired lead- 
ers to dictate policy from the benches of an 
advisory council seems speculative to say 
the least. The similar council set up to ac- 
commodate superannuated vice-premiers 
earlier this year has not so far done any- 
thing notable. The proposed new control 
and inspection council is reminiscent of 
the old Kuomintang institutions. 

The Deng period, now apparently 
reaching its close, has made enormous 
contributions to the rationalisation of 
Chinese society and politics after the Cul- 
tural Revolution. But Deng and his allies 
evidently see their power burning itself. 
out, and want to light the next candle from 
the flickering stub of their old one. 

— DAVID BONAVIA 
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their potential for undertaking independent but supervised 


research. 


The Research Scholarships will carry monthly emoluments in 
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Emptying the cold store 


^ 


The republic's best-known detainee is freed as the 
20th anniversary of a massive round-up approaches 


By Patrick Smith 

Singapore: With nothing more than a 
perfunctory press statement from the 
Ministry of Home, Affairs, the govern- 
ment of Prime Minister Lee Kuan Yew 
has released the republic's longest-held 
political detainee, who has perhaps com- 
manded more international attention than 
any in Singapore. 

With the release of Lim Hock Siew on 
September 6, the government has thus rid 
itself of the last of the 113 political activists 
arrested during a single night in February 
1963. Lim's release follows by less than 
two weeks that of Poh Soo Kai, arrested in 
the same exercise (REVIEW, Sept. 3). 

Lim and Poh, both 51 and both physi- 
cians, were senior officials in the opposi- 
tion Barisan Sosialis, the socialist front 
which broke away from the ruling 
People's Action Party in 1961. Operation 
Cold Store, as the 1963 arrests were 
known, was ostensibly precipitated by sec- 
urity concerns and was carried out with 
the authority of the British-led council 
which then administered internal security. 
In the event, the government detained 
most of the Barisan Sosialis leadership. as 
well as a number of prominent trade 
unionists, students, professional people 
and community organisation leaders. The 





Flashback to 1978: Morgan on Lim's conditional release. 
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Barisan Sosialis has since existed as a 
largely ineffective party. 

All of those arrested in Operation Cold 
Store were accused of communist or pro- 
communist activities under stringent sec- 
urity legislation enacted in the years of 
British colonial administration. As al- 
lowed by such legislation, none was for- 
mally charged or tried. Instead, most de- 
tainees here, including those not as- 
sociated with Operation Cold Store, have 
been released over the years after provid- 
ing signed (and sometimes televised) con- 
fessions obtained after interrogation by 
the government's Internal Security De- 
partment (ISD). 

Lim, Poh and a number of others have 
remained in detention because they have 
refused to provide confessions of com- 
munist beliefs or activities and have re- 
fused to accept limitations on their ac- 
tivities once released since no criminal 
charges were lodged against them. 

For much of his more than 19 years in 
detention, Lim was held in one of the gov- 
ernment's main detention centres in Sin- 
gapore. Late in 1978, he was confined to 
Pulau Tekong Besar, one of Singapore's 
small outer islands. Lim was allowed to 
practise medicine on the island and was 
given limited visiting rights in Sin- 
gapore. Roughly every six 
months, he said in an interview 
several months ago, he was ap- 
proached by the ISD with an offer 
of release — which he would re- 
fuse because of the conditions at- 
tached to it. 

A number of restrictions were 
listed in the government state- 
ments ‘accompanying the releases 
of both Lim and Poh, principally 
dealing with their movements and 
associations. They are not allowed 
to change residence or travel out- 
side the republic without permis- 
sion from the 150 and they may 
not associate with other ex-de- 
tainees unless they join an offi- 
cially recogniséd group of them. 
They are also barred from par- 
ticipating in trade union or politi- 
cal party activities. In the case of 
Lim, it appears that another con- 
dition is that he does not make 
statements to the press. Neither 
man has provided a confession. 

Indeed, neither has signed an 
agreement on the restrictions, and 
the extent to which they have ac- 
cepted them is not clear. A year 
ago, for instance, the government 
released another detainee from 
Operation Cold Store, Ho Piao, 
under similar restrictions. A 





Lee: an end to embarrassment. 


former union leader, Ho later circulated 
a denial that he had agreed to eschew 
union activities. The denial was printed 
in the pro-government daily, The Straits 
Times. 

The recent government. statements 
were thus subdued, stressing first the com- 
mitment of each man to "concentrate on 
his medical practice." In effect the govern- 
ment appears to have struck an uneasy 
compromise. It has released Lim and Poh 
on its own initiative, but it has won no for- 
mal acceptance of the announced condi- 
tions. "They have accepted the release, 
not the terms," a long-time associate of 
both men said. "They could not have 
agreed to restrictions after so many years 
and so many words." 

The most immediate reason for the re- 
leases, it is widely believed, is the govern- 
ment’s desire to avoid the embarrassment 
of Operation Cold Store's 20th anniver- 
sary next February passing. with some of 
those arrested at the time still in deten-_ 
tion. Moré broadly, the government is 
probably seeking to defuse an issue which 
has from time to time earned it the op- 
probrium of other nations in international 
forums. Singapore's detention policies 
have long been a sensitive issue, and Lim 
has been a particular factor in this: since 
the mid-1960s he has been declared a 
"prisoner of conscience" by Amnesty In- 
ternational, the London-based human- 
rights organisation. 

Diplomatic sources suggest the releases 
may be related to recent attention focused 
on Malaysia’s internal security laws, 
under which about 350 people are cur- 
rently detained. A week after Lee's talks 
late last month with Malaysian Prime 
Minister Datuk Seri Mahathir Mohamad 
(REVIEW, Aug. 27), the Kuala Lumpur 
government released 47 detainees. But 
whether such concern is substantial and 
how it will affect Singapore's remaining 
detainees are outstanding questions. The 
republic now has 10-15 detainees, accord- 
ing to official figures, in addition to those 
in short-term detention. The longest- 
standing now is Chia Thye Poh, a former 
member of the Barisan Sosialis arrested in 
1966. 
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Light-assembly, labor-intensive manufacturing oper- 
ations can't maintain profitability without these 
three key elements. But where does the best possible 
combination of these elements exist? 

The Republic of Pariama is the answer. 

In fact, when comparing the total picture for 
offshore assembly operations, Panama offers substan- 
. tial advantages over any area. 

Labor: Panama’s available labor pool of skilled and 
unskilled workers is well-educated, 50% bilingual 
and has proven to be extremely productive. Coupled 
with these factors are low minimum wages and flexi- 
ble labor laws. 

Logistics: Panama offers the most. developed 
industrial-commercial infrastructure in all of central 

, Latin America and the Caribbean, especially for 
light-assembly operations; ample utilities and 
hydro-electric power supply; a modern international 
telecommunications system; and an advanced trans- 
portation system with superb port, rail and air-freight 
facilities. And Panama is a major world banking cen- 
ter with $40 billion in deposits. 

An expanded industrial park in the Colon Free 

"Zone welcomes offshore industries with priority 
space and all the advantages of the second largest free 
zone in the world. 

Location: One of Panama’s premier assets is its key 
location between the Americas and the Atlantic and 
Pacific. The Panama Canal offers unparalleled advan- 
tages to manufacturers. New and expanded air freight 
terminals offer daily 
flights to major U.S. lo- 
cations, and the coun- 
try’s major ports on two 
oceans provide daily 
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direct shipping to all world markets and supply areas. 

Incentives: Another key element is Panama’s 
positive tax incentives for light-assembly operation 
under the Maquila Program. There are no inco 
taxes, no import/export taxes, no sales tax and the 
U.S. places no quota restrictions on goods assembled 
in Panama. In addition to this, a single-contact “‹ 
stop-shopping” agency assists foreign manufacturers 
in establishing operations by giving maximum ser- 
vice and flexibility with a minimum of red tape. _ 

Labor, Logistics, Location. 

Only a few of the reasons why the Republials of 
Panama is the optimum location for your offsh 
manufacturing-assembly investment. For more 
formation about Panama’ s advantages, send us you ır 
business card or just fill out and mail the coupon 
below. Thank you. 2 


| YES! I’m interested in Panama for: 
| O Offshore Assembly Production Sites 
O Commercial/Financial Interests 








The Republic of Panam 
Maquila International 
3300 West Greenridg 
Houston, Texas 77057 
Phone: (713) 781- cn "i 





de. JSTRALIA —  — 
EN. 

ES 

. Electora 

“Ж 

'# 


M 
) 


d 


Ie 


| asset-stripping 









24 Wt 





Revelations of a tax-avoidance scandal produce a major crisis 
and persuade Fraser to drop plans for a snap election 


By Anne Summers 
Canberra: Pressure is mounting for the 
resignations of Treasurer John Howard 
and Attorney-General Peter Durack fol- 
lowing a Royal Commission report docu- 
menting massive failure by the govern- 
ment over more than five years to prose- 
cute tax avoiders. Royal Commissioner 
Frank Costigan in investigating the crimi- 
nal activities of a waterside union, the 
Federated Ship Painters and Dockers 
Union, discovered the union was provid- 
ing itinerant members to tax-avoidance 
promoters for use as straw directors in 
companies which were stripped of all as- 
sets in order to avoid payment of company 
tax. 
Costigan revealed that the Crown Soli- 
citor's Office (CSO) exhibited gross negli- 
gence in failing to prosecute a major tax- 
avoidance promoter in late 1975 — a fail- 
ure which allowed tax avoidance to proli- 
ferate until late 1980 when the govern- 
ment introduced legislation with criminal 
~ sanctions attached to stop these so-called 
bottom-of-the-harbour schemes (com- 


| pany records were allegedly dumped in 
_ эу 


dney harbour to prevent tax and corpo- 
rate affairs inspectors from tracking down 
tax liability). 

The Costigan revelations have come 
hard on the heels of a government pro- 
posal to enact retrospective legislation to 
recover A$450 million (US$441 million) 
in taxes from the shareholders of com- 
panies which were sold on to tax-avoi- 
dance promoters to avoid company tax. 
The proposed law has created a storm of 
protest within the ruling Liberal Party 
with whom it has long been an article of 
faith that laws not be applied retrospec- 
tively. 

A number of backbenchers are likely to 
cross the floor when the legislation — due 
to be first examined by the cabinet this 
week — is brought into parliament. A 
huge lobbying campaign, known as Oper- 
ation Scapegoat, has got under way to try 
to stop the new law. It appears to be mak- 
ing little headway with Prime Minister 
Malcolm Fraser, who has described the 
vendor shareholders as being in receipt of 
stolen funds and has urged any member of 
the Liberal Party who has engaged in tax 
avoidance to leave the party immediately. 

But the lobby has seized on the Costi- 
gan revelations to argue that vendor 
shareholders of the thousands of com- 
са involved should not be made to 

ar the brunt of actions which were legal 
at the time. Costigan documents that the 
CSO had well-based legal advice in mid- 
1975 that the promoters of the scheme 
could be prosecuted, but the instructions 
for counsel to launch the prosecution were 
never issued. 
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Instead, a legal officer put the relevant 
papers in the bottom drawer of his desk 
where they remained until mid-1982 when 
Costigan learned of their existence. He re- 
ported that the taxation office had told the 
CSO that the case raised “far-reaching im- 
plications for the collection, of company 
tax generally." He commented: “It is fair 
to assume, and I do, that had this prosecu- 
tion been brought in 1975, or 1976, or 
even 1977, it would have inhibited the 
growth of these schemes." Costigan esti- 
mates that "hundreds if not thousands of 
millions of dollars" were lost to federal re- 


Durack: the pressure is mounting. 





venue because of the growth of the 
schemes. 

Three officers of the CSO, including the 
deputy crown solicitor in the Perth, West- 
ern Australia, office have been suspended 
from duty and are being charged with dis- 
ciplinary offences. But there is a widening 
chorus calling on the ministers involved to 
accept responsibility. Two former minis- 
ters, Andrew Peacock and Reg Withers, 
have joined the public clamour for the 
buck to stop somewhere. Durack has de- 
fended himself by saying that under the 
Australian version of the Westminster sys- 
tem ministers need resign only if there has 
been a personal failing. Durack and How- 
ard are both pleading ignorance of the 
events and the maladministration brought 
to light by Costigan. 


ut the Labor opposition has seized on 
the scandal with the same vehemence 
and persistence with which the Fraser-led 
opposition pursued and toppled the Labor 
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served notice that in the parliamentary 
session starting on September 7, the op- 
position will try to use its numbers to force 
the tabling of departmental minutes which 
could indicate that the ministers were 
aware that something was amiss. 

Deputy Labor leader Lionel Bowen has 
argued that the Costigan report shows the 
government was aware throughout the 
late 1970s that legal action could have 
been taken against the promoters and par- 
ticipants in the bottom-of-the-harbour 
schemes and that the retrospective legisla- 
tion now being proposed is unnecessary. 
This is a point which has been seized upon 
by the opponents of the retrospective law. 
Howard is vulnerable because he has con- 
sistently argued that all the legal advice he 
received since becoming treasurer in late 
1977 indicated that existing law did not 
allow prosecutions. Since the tabling of 
the Costigan report, a number of legal 
opinions have become avail- 
able which show that the 
government was advised 
during the period in ques- 
tion that prosecutions 
would have succeeded. The 
ministerial defence is that 
they were unaware of these 
opinions. 

The scandal shows no 
signs of abating, especially 
as it has now become appa- 
rent that the ordinary pay- 
as-you-earn taxpayer has 
had to bear the burden of 
companies not paying taxes. 
Since Fraser came to power, 
these taxpayers have contri- 
buted record levels of per- 
sonal taxes to the govern- 
ment's overall tax take, de- 
spite Fraser's promises to 
reduce and index taxes. It is 
now clear that the whole 
structure of the Australian 
taxation system could have 
been different, and more 
equitable, had everyone been paying. 

Fraser so far has defended his ministers 
and said that he has told Durack his resig- 
nation would not be accepted. Durack is 
regarded as being more vulnerable than 
Howard, since it was his office which is 
charged with and failed to administer the 
law. Two weeks ago in the Senate, a mo- 
tion to censure Durack tied 31-31, with the 
vote of an independent, Brian Harradine, 
saving Durack from the severe embarrass- 
ment of having a censure succeed. 

Fraser had hoped that the anti-retros- 
pective-law lobby would be silenced by 
the Costigan revelations, but instead he 
finds himself embattled on two fronts. 
Fraser had hoped to use the budget, an- 
nounced on August 17, to secure a snap 
election in September. Instead all thought 
of an early election has been abandoned 
and the goodies of the budget have been 
all but forgotten as the Fraser government 
copes with its most serious crisis since it 
took office. 
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DÉC BANE OF SCOTLAND 
INTERNATIONAL DIVISION | 
We’ve got what it takes. Try us. 
Edinburgh, London, Glasgow, New York, Houston, Los Angeles, Hong Kong, Moscow. 





EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS. 





Bigger choice of main meals e Fruit basket e Royal Doulton chinaware e Premium wines, champagne an 
a wider choice of cocktails e Exclusively designed wider seats e Never more than one seat from the aisle « 
Extra legroom e More hand-luggage space e Specially-assigned cabin crew e A private zone to yourself e 
Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at time of 

booking e Baggage priority e 30 kilo baggage allowance e SIA's exclusive Premium Accommodation Plat 





ll this for just a little more than the normal economy fare, on all our 747 flights to and from 
rope, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 
e world's most modern fleet, plus inflight service even other airlines talk about. 

nd for those who prefer even more exclusive travel, all First Class seats on our 747 


iper-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES Ok 











The whole is greater 
than the sum of its 
parts. 


A single package of services specifi- 
cally tailored to the needs of the individual 
client is certainly greater than the sum 
of several separate proposals. Deutsche 
Bank, with its comprehensive knowledge 
in all areas of business, is uniquely equip- 
ped to find just the right solution to your 
problems with appropriate flexibility. 


Come to Deutsche Bank and ask our 
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Although confident about the outcome of this year's UN 
vote on Cambodia, Asean fears a new Vietnamese thrust 


By Rodney Tasker 

Bangkok: Two issues currently dominate 
Asean's strategy on Cambodia: the Unit- 
ed Nations General Assembly session 
later this month, with the annual ritual of 
voting on who should have the Cambo- 
dian seat, and widespread fears that Viet- 
nam is preparing to launch its most 


punishing dry-season offensive against | 


Cambodian resistance fighters. 

The Five feel comfortable about the 
outcome of the assembly vote on the Cam- 
bodian seat. With the Coálition Govern- 
ment of Democratic Kampuchea now a 
fact since its formation in July — even if it 
is more of a symbol than a functioning en- 
tity — Asean is justifiably confident that 
the UN will vote to retain the seat for 
Democratic Kampuchea. 

Last year, the voting pattern was 77 
countries for Democratic Kampuchea and 
37 against, with 31 abstentions. This year, 
with the despised Khmer Rouge's sole 
claim to the title now diluted by the addi- 
tion of two non-communist factions, led 
by former head of state Prince Norodom 
Sihanouk and former premier Son Sann, 
UN support could well increase. 

It seems certain that Sihanouk will ad- 
dress the assembly before the vote. Be- 
cause of his standing internationally, he 
has become the focal point of Asean's dip- 
lomatic campaign to drum up support for 
the coalition. Whatever reservations some 
may have about the prince's showmanship 
and apparent lack of consistency, there is 
a deep well of goodwill towards him 
abroad. 

Late last month he returned to his sec- 
ond home, Peking, after a reportedly suc- 
cessful tour of séveral countries, including 
Yugoslavia and Romania. While the hard 
core of Vietnam's Soviet bloc allies, plus 
India, will undoubtedly vote to remove 
Democratic Kampuchea from the seat, 
some countries which abstained last year 
may now have a rethink. 

Part of Asean's strategy is to play down 
the Khmer Rouge component of the coali- 
tion. Privately, Asean diplomats are lob- 
bying for help to succour the non-com- 
munist Cambodia factions so that the 
Khmer Rouge — currently by far the 
largest resistance force, with 20-30,000 
troops — will not be in a position to dictate 
the political scenario in if the Vietnamese 
are forced to withdraw their 160- 180,000 
troops. 

Some countries like Britain, which de- 
recognised Democratic Kampuchea while 
it was under the Khmer Rouge, may re- 
vert from abstaining to support for the co- 
alition in the UN. Diplomatic sources said 
that the British will make a final decision 
only shortly before the vote. Asean offi- 
cials, however, doubt whether Australia 
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will be persuaded to warm diplomatically 
towards the odd threesome. 

The Australians have been subjected to 
a great deal of hectoring from Asean on 
the issue, and Australian Prime Minister 
Malcolm Fraser was given the message in 
no uncertain terms when he visited 
Malaysia in August, as he was sub- 
sequently when he travelled to Peking. 
But the Khmer Rouge and its nearly four 
years of terror when it ruled Cambodia are 
emotional issues in Australia, and the gov- 
ernment has to reflect this in its foreign 
policy. *We have to be certain that the co- 
alition is not just a mask for Pol Pot," one 
Australian diplomat commented. How- 
ever, the REVIEW has learned that Fraser 


Sihanouk: goodwill abroad. 


has hinted that he may invite Sihanouk to 
Australia soon аѕа personal guest. 

It appears that Vietnam is also resigned 
to the fact that Democratic Kampuchea 
will retain the UN seat, though Hanoi will 
have to go through the motions of propos- 
ing that the seat be vacated — the first part 
of its strategy to install its protege Heng 
Samrin regime there. 


ccording to East European sources, 
the Vietnamese know that Vietnam 
will not only be defeated on the creden- 
tials issue but will also almost certainly 
once again be censured for its occupation 
of Cambodia, with a call for a total with- 
drawal of Vietnamese troops. 
So diplomats and Thai officials іп 


Bangkok predict that Hanoi, while still 
trying to give the appearance of being sin- 
cere in its desire for a meaningful dialogue 
with Asean, is gearing its short-term stra- 
tegy more towards a military offensive 
against the Cambodian resistance forces, 
obviously targeted mainly on the Khmer 
Rouge, which the Vietnamese are ex- 
pected to unleash when the dry scason be- 
gins in November. This is very worrying 
for Thailand and its Asean partners. 

The Asean countries are anxious to en- 
sure that the two non-communist resis- 
tance factions have all the supplies they 
need. The Khmer Rouge is entirely the 
charge of China, which has kept it gener- 
ously equipped and supplied militarily. 
Apart from a tactic to bolster support for 
Democratic Kampuchea in the UN, the 
reason why Asean hurried along the coali- 
tion-forming process among the three re- 
luctant partners in May and June was that 
it could foresee a stepped-up Vietnamese 
onslaught against the resistance in the dry 
season and wanted the Cambodian fight- 
ers to have the aid necessary for their sur- 
vival. 

According to diplomatic sources, that 
aid is now .forthcoming. Sann's 
Khmer People's National Libera- 
tion Front (KPNLF), with an esti- 
mated 9,000 troops, is reportedly 
already receiving humanitarian aid 
and cash from certain Asean coun- 
tries on an individual basis. Thai- 
land, Malaysia and Singapore are 
all thought to be helping, though 
none will admit it. Privately, West 
Germany also is believed to have 
sponsored at least one convoy of 
supplies for the KPNLF in recent 
weeks. 

The United States, which gave 
its full support to the coalition — 
while stressing that it would have 
no relations with the Khmer Rouge 
— from the start, is also expected 
to supply humanitarian aid. And 
Western diplomats say that Japan 
is giving private assurances that aid 
for the KPNLF and_ possibly 
Sihanouk's smaller Moulinaka fac- 
tion will soon be on the way — a 
move which former Japanese pre- 
mier Takeo Fukuda announced on 
a recent visit to Kuala Lumpur was 
being considered by Tokyo. 

Thé main concern about the 

KPNLF is that apart from medical and 
food supplies, it badly needs ammunition. 
Although no one is directly supplying it 
militarily, apart from two arms shipments 
from China in the past two years, it can use 
the cash which it is reportedly receiving to 
buy arms and ammunition. There is little 
doubt among analysts that if Sann's troops 
are fully equipped, the force will attract 
more recruits. 

They are well officered and more 
former Cambodian officers have re- 
portedly indicated to KPNLF leaders that 
they are willing to return from their tem- 
porary homes in Europe and the US to 
join the faction if it grows into a more via- 
ble force. Pro-Sihanouk forces, on the 
other hand, lack organisation as well as 














th they must have a Бапа їп controlling | eo 
flow. According to one senior Thai 
cial, their worry is that if the volume of 
is too large and unmanageable, 
plies could fall into Vietnamese hands; 
y could also pose a néw black market 
muggling headache for the Thai au- 
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By Paul Quinn-Judge 






army. The second 
Fecrüibnent. drive 





tional duty rather hae та four years 


most troops are told to expect. 


etnamese accounts suggest Di- 





angkok is also obviously more ap- 
ensive than its Asean partners about 
rospect of a ferocious Vietnamese 
If Khmer Rouge 
are sent fleeing across the Thai bor- 
in their hundreds and possibly 
ands, Bangkok will face a major di- 
ma: whether to allow the Khmer 
üge to remain on Thai soil, or whether 
ai troops should force them back over 
border. Thai officials are also talking 
ош a possibly alarming scénario, with 
.hmer Rouge troops using Thailand as a 
ase to strike into their homeland in à si- 
similar to that of the Palestinian 





ountry, apart, 
uld be likely to^ 


the Five are now resigned to the fact 
it will take two -ór three years at least 
chieve a political solution on Cam- 
ia Although the recent tour of Sin 





igkok: The first work assigned to 
me of the soldiers just back from Cam- 
bodia seems to be recruitment. Accord- 
ing to Ho Chi Minh City reports, newly 
emobilised troops have been making 
the rounds of youtli meetings in the city, 
iking about life and combat in the reg- 
hase of this 
tarted in Au- 


'estern observers say the division 
ht back from: Cambodia six weeks 


exercises fThach hastakena Spivey Viet- 
namese uncompromising stance, attempt- 
ing to drive wedges among the Asean 
countries by playing on their differing 
views of the problem. 

This time, Thach was prepared to talk 
exclusively about Cambodia, instead of 





Southeast Asia in general as in the past. | 


He said that Vietnam recognised: Asean's 
legitimate concern about Cambodia and 
understood its desire for a neutral regime 
in Phnom Penh. But in the same breath he 
asked Asean to accept that Vietnam faced 
what Hanoi constantly refers to as the 
Chinese threat to its security. 


hach's purported gesture of a partial 

Vietnamese . withdrawal from Cam- 
bodia was a non-starter as far as Asean 
was concerned. None of the Five believes 
that any real withdrawal has taken place 
— on the contrary. Thailand is warning 
about a build. up of fresh Vietnamese 
troops near the border, equipped. with 
e modern Soviet-supplied tanks, artil- 
nd rifles. However, observers note 


та ‘it is in Bangkok's interests to keep 


ational attention focused. on the 
amese bogey. 

re has been little enthusiasm either 
g the Five for Vietnam's offer of a li- 
international conference involving 
, the three Indochina countries, the 
five permanent members of the UN Sec- 
urity Council, India and Burma. Asean 
wants a wider conference on a UN basis 
and is suspicious that Hanoi is simply try- 


ing to draw the. Five into a Vietnamese 


inamese troops returning from Cambodia find workin 
o Chi Minh City alongside veterans of earlier fighting 


vision X was composed mostly of men 
from Ho Chi Minh City and named its 
commander as Col Tran Man — a tolo- 
nel of the same name was listed in late 
1977 as deputy commander of the Ho 
Chi Minh City Forces. The division is 
said to have been stationed first in Kom- ` 
pong Cham, then Kompong Thom and 
Siem Reap. In addition to combat — one 
NCO interviewed says he was involved 
in “20 engagements, large and small” — 
the division also trained local Khmer 
militia and nurses and engaged in what 
the United States used to call civic ac- 
tion, repairing houses and schools. 

The reports underline that the govern- 


southern youth to be a very important: 
benefit of military service. In the course 
of their three years” service, according to . 





one article, abont three out of 10 of the 
troops became party members and a 





further six out. of 10 joined: the party + 








ment must consider the politicisation of | i 
war, “the n 'wspaper а of Division 











p : 
Thach completes his Asear у visit 
ing Indonesia in October and the Philip- 
pines in November, it is understood that 
Hanoi has no plan to offer a new gesture 
on Cambodia, and that Jakarta and Mam- 
la willinsist that any new diplomatic move 
should’ be in line with the resolutions of 
the International Conference on. Kam- 
puchea last year. 

The one glimmer of hope that some in 
Asean see is that the complexion of the 
leadership in Hanoi itself will change. Ac- 
cording to one Hanoi-based diplomat, a 
Vietnamese politburo meeting in May re- 
flected га: slight «difference об opinion 
among the leadership on the Cambodian. 
issue. That reportedly was when Thach 
was given the go-ahead: to launch another 
diplomatic campaign among the Asean 
countries.: 

Vietnamese Prime Minister Pham Van 
Dong is thought to advocate a more. con- 
ciliatory approach, backed by . the 






| technocrats гапа: security: group ліп: the 


leadership. However, the more militaris- 
tic old guard. led by communist party sec- 
retary-general Le Duan, is more rigid in 
the belief that despite Vietnam's current 
serious -economic difficulties- and its 
shabby international. image, no quarter 
should be givento those trying to dislodge 
the Vietnamese from Cambodia. As these 
older leaders eventually leave the scene, 

more optimistic Asean officials believe 


_ that time is on the side of the Five towards 


achieving an acceptable political solution : 
to the Canibodian i issue. EB 





youth. 

One question that the accounts do not 
clear up is how many people went home 
in July. Although a Vietnamese division 
runs to 10,000: men, many divisions in 
Cambodia are under strength and some 
estimates suggest only: 3-4,000 soldiers E 
were involved in the withdrawal. 

Ho Chi Minh City has, however, had a 
large influx of. demobilised. soldiers over 
the past eight months; one recent press 
report says so far — the starting date was 
not specified, but was probably January | 
— the city had found work for 11,451 
men back from the army. As only six 
weeks ago the Ho Chi Minh City autho- 
rities were speaking of 6, ,000 demobilised 
men, the sudden jump of almost 5,500 

trome orall of Division: Х.. 
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To Moscow the spoils 


The use of the American-built base at Cam Ranh Bay enables the 
Soviet Union to double its number of submarine days at sea 


By John McBeth 

Bangkok: When is a military base not a 
base? Intelligence experts studying Soviet 
access to the American-built Vietnamese 
base of Cam Ranh Bay say the facilities 
the Soviet Union is afforded are still only 
transitory and that Moscow has yet to 
make any significant capital investment. 
Thai National Security Council Secretary- 
General Sqdn-Ldr Prasong Soonsiri obvi- 
ously has a different definition. He says 
that Vietnamese Foreign Minister Nguyen 
Co Thach lied in telling a Bangkok news 
conference that Hanoi was still holding 
the door open to the possibility of granting 
Moscow base rights: the Soviets already 
had a base at Cam Ranh Bay. 

Most experts tend to agree that the de- 
bate is largely academic, given the im- 
portant role Cam Ranh Bay port ànd the 
adjoining 10,000 ft runway play in allow- 
ing Moscow not only to project its power 
more effectively into the Indian Ocean, 
but also to maintain a presence in the 
South China Sea. 

Ten or 11 Soviet ships, including one at- 
tack cruise-missile submarine, one major 
and two minor surface combatants, an 
oiler, an intelligence gatherer, a buoy ten- 
der, a repair ship and a stores vessel, cur- 
rently use Cam Ranh Bay on what US in- 
telligence sources call a continual basis. 
Ships heading to and from the Indian 
Ocean spend up to a month at a time in the 
South China Sea, using the Vietnamese 
base for refuelling and shore leave. 

Also, four Tu95 Bear reconnaissance 
aircraft from the Soviet base at Vladivos- 
tok are permanently stationed at Cam 
Ranh Bay on two-month rotation; flying 
missions as far south as the Natuna islands 
between east and west Malaysia and rang- 
ing north into the Bashi Channel separat- 
ing Taiwan and the northern Philippines. 

"The Soviet fleet presence in the South 
China Sea is not subtle," an American 
naval officer told a recent briefing. "It 
demonstrates Soviet support for Vietnam 
and gives the Soviet Union the potential in 
the South China Sea to disrupt a good 
share of the world's commerce. Our im- 
pression is they have unimpeded access to 
Cam Ranh Bay with an airfield and logis- 
tic capability provided by courtesy of the 
US taxpayer. That access increases as 
Vietnam feels more threatened.” 

Analysts said that while they still con- 
sider Cam Ranh Bay a transitory facility 
rather than a full-fledged base, the pre- 
sence of a submarine tender there has en- 
abled the Sóviets to double their sub- 
marine days at sea. Satellite surveillance 
also shows they have funded the building 
of a pier and shelters for nuclear sub- 
marines, underground fuel-storage tanks 
and navigation aids, as well as an electro- 
nic monitoring station. “What they have 
spent is not big, not something they would 
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have second thoughts about leaving," one 
intelligence source told the REVIEW. “I 
think they probably learned their lesson in 
Somalia [which the Soviet Union was 
forced to leave in the mid-1970s].” 
Neither Hanoi nor Moscow admits 
these facilities have become Soviet for all 
practical purposes or that there are areas 
at Cam Ranh Bay off-limits to all but high- 
ranking Vietnamese personnel. The Viet- 








namese presence at the base is made up of 


a helicopter-training station and a re- 
gional naval headquarters with Vietnam- 
ese crews also manning about six SA2 and 
SA3missilesites. Much of the Vietnamese 
navy, however, is concentrated further to 
the north at Danang, which has been used 
as the staging area for joint anti-sub- 
marine training exercises with elements of 
the Soviet navy. 

Their apparent reluctance aside, whe- 
ther the Soviets need to invest heavily in 
Cam Ranh Bay may be a moot point given 
the American view that Hanoi inherited a 
well-established base which was 7096 usa- 
ble. The US Navy towed away the four 
movable long piers it had hitched to the 
end of the port's permanent earthen piers, 
but existing berthage can still accommo- 
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For further information apply directly to: 
Foreign Trade Company 

33, Alex. Sahia St., Bucharest, Romania 
Telephone: 13.70.81 

Telex: 11547, 11584 

POB: 13-90 


The computing technique in our 
export programme includes: 


M-118 microcomputers for in- 
voicing, management and 
text processing with 64 Kb 
memory, equipped with Intel- 
8080 microprocessor 
Microcomputers of the Coral 
series with internal memory 
of up to 4 M 6 — similar to 
those of the PDP 11 family 
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sa' “permane nt infrastructure to 
port naval operations" despite the fact 
at there has been a levelling off of the 
mber of ships Moscow maintains in the 
yuth China Sea. 

The Soviet Pacific Fleet strength now 
s at 42 major surface combatants, 
mphibious units and 356 aircraft and 
sopters, according to latest US intelli- 
e reports. More important, perhaps; 
Soviet, Union raised ship hours at sea 
om, 7,000 in 1975 to 11,500 last year. 
Vhat the Soviets have done in the past 
or four years is to use the fleet like a 
power and 
) to-use it like 
imperial 
said one 
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"rong Tan, and 
Defence Minister 
Van Tien Dzüng were described by Hanoi 
as marking an important development in 
Cooperation. 
While the Vietnamese are probably 
finding it increasingly difficult to resist 
Soviet demands, analysts said both are in 
relationship with their eyes open. As 
; put it: "They are being adult about it 
d no one is under any illusion, which is 
reason why the Soviets haven’ t made 
more capital investments." 
The Americans play down the implica- 
tions of Soviet efforts. to. rehabilitate 
facilities at the Cambodian deepwater 
of Kompong Som and at the former 
mbodian naval base at^nearby Ream 
ut which.the Thai authorities have ex- 
pressed some concern. Apart from an oc- 
casional port call, intelligence sources said 
they have seen nothing which could be 
tied down to a Soviet naval presence in the 
ambodian facilities. “They see it as an al- 
ternative,” the REVIEW was told, 
they are not doing it right now.” 
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hips have | 
sed fears in Bangkok that the gulf 
could become a focus of future Soviet at- 
tention if there was a perceived need to 
apply more pressure on the Thais over the 
Cambodian. issue: There have been no 
similar surface penetrations, but the Thai 
navy has introduced a ship-identification 
training programme. among crewmen of 
Thailand's large fishing fleet as a way of 
improving surveillance in the gulf. 






he US has been encouraging its East 
Asian and Pacific allies to take a greater 
shate of the defence burden. This may be 
one of the reasons why it has now decided 
















REACH OF THE RUSSIAN BEAR 


to make available to the Thais the long- 
range, surface- to-surface Harpoon missile 
system, a deal discussed during Supreme 
Commander Gen. Saiyud Kerdphol's re- 
cent visit to Washington and clinched late 
last month. US officials will. mention only 
other restraining factors, such as concern 
over selling Bangkok. ‘something more 
sophisticated than.it needs and how far 
Washington wants to go in releasing 
technology. 

The number of visits By American war- 
ships to Thailand has been rising, from 21 
in 1979 to 37 in 1980 and 44 last year, and is 
likely to continue doing so following a 
shift to more flexible deployment of 7th 
Fleet battle groups in the Indian Ocean in 
line with what officials cal strategic 
realities. The 77-ship fleet, spearheaded 
by three aircraft carriers and four guided- 
missile cruisers, is currently aiming for a 
50% operational tempo irt covering its 50 
million sq. mile area of responsibility. 


US Navy P3 Orion maritime patrol air-. 
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there are Soviet submarines in a a particular 
area. | 
There has also been a corresponding i in- 
crease in the number of joint Thai-US 
exercises, up from two'in 1976 — when re- 
lations were at an admittedly lower ebb — 
to 12 scheduled for this year, including the 
recent Cobra Gold 82, which lumped four 
small exercises into a scenario culminating 
in an amphibious landing by Thai and 
American marines on the southern coast. 
Holcomb says his normal scheduling oper- 
ation involves deliberate planned exer- 
cises with Thailand, Indonesia, Malaysia, 
Japan and South | all to the end of 
making it. possible Чо operate freely 
together whe € re down." 
While the initial.aim is to lay down the 
fundamental groundwork in communica- 
tions, tactics, publications and mutual 
understanding to overcome language and 
operational: lems, he makes it clear 
the time isn far off when the various 







































five-power. al e 
with the 7th cet. 
ast, the рет Ате- 
rican profile. cot d be considered some- 
While Thai officials 


ay, from iip sense of 
pride in the ability of their ground forces, 
that they will never need assistance of that 
nature. What they will need is tactical air 
support and aircraft capable of interdict- 
ing enemy.supply lines, à task Thailand is 
currently ill-equipped to perform. Yet 
neither side has engaged їп exercises of 
this kind; using what would seem to be a 
far more realistic scenario of American 
jets operating from carriers or from land 
bases.such as U-Tapao, which lies roughly 
125 miles west of the Thai-Cambodian 
border. 

Some American analysts see the point, 
even if the scenario is very much hypothe- 
tical. As one knowledgeable source cons 
ceded: “There is a line out there some- 
where where it would cease being merelya . 
Thai problem, but an American problem 
as well." A present, however, Thai ex- 







е dominated by the Soviet 
aand by the toehold itis feared 
is- becoming а foothold in Cam Ranh 
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To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil. 
Why? Because he knows Brazil 
better than anybody else 

and knows precisely how 

to orient you in your business 
transactions and investments. 
Today, Banco do Brasil offers 
you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
agde, offices located in the 
world's key financial centers. 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 


The right man 
for your business 
dealings in Brazil 


s emblem 


in his lapel. 


commercial transactions as 
well as providing financing for 
the importation of Brazilian 

roducts and services 

rough its size and expertise, 

Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
a principal link between 
foreign importers and 
Brazilian exporters. 
Last year, Brazilian exports 
totaled 23 - billion U.S. dollars 
and comprised such major 
items as household appliances, 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 





million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable member 
of the world economic scene. 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
razilian businessmen. 


versatile array of banking countless other products and Your gateway to business in Brazil. 
services... services designed services to markets spanning 
to help businessmen in their the world. 
With a population of 120 - 
OVER 2.000 BRANCHES IN BRAZIL 
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INDIA 


| Jagannath's juggernaut 


A draconian move to muzzle the media in Bihar raises 
strong protests from Indian opposition parties 


By Mohan Ram 

New Delhi: India can boast that its press is 
among the freest in Asia, though it had its 
dark days during Prime Minister Indira 
Gandhi's 1975-77 Emergency rule. How- 
ever, the Indian press now sees the begin- 
nings of a new countrywide assault on its 
freedom and is fighting to block a restric- 
tive press bill recently pushed through the 
Bihar state legislature. 

The Bihar bill, yet to obtain the pre- 
Sident’s assent, ostensibly aims at curbing 
publication of “grossly indécent or scurril- 
ous matter or matters intended for 
blackmail." 

Offences under the bill carry a penalty 


.of two years imprisonment on a first con- 


viction and five years for subsequent con- 
victions. There is no right of appeal and 
the bill extends not merely to editors, writ- 
ers and publishers; printing and circula- 
tion of the so-called objectionable mate- 
rial and even mere possession of it could 
invite prosecution. 

So it is a no-holds-barred government 
assault on the media to intimidate it. That 
the bill has little to do with its proclaimed 
objectives is clear as offences under it are 
already covered by the existing provisions 
of the Indian Penal Code. The argument 
that the existing laws are inadequate or in- 
effective have not been adequately sub- 
stantiated by officials. The Bihar govern- 
ment certainly cannot claim that it has 
been unsuccessful in prosecuting the of- 
fenders in the past and therefore needs 
more stringent laws. 

The haste with which the bill was steam- 
rollered through the legislature without a 
proper debate derives mainly from the 
problems of Chief Minister Jagannath 
Mishra with a group of newspapers pub- 
lished from the state capital, Patna. The 


scurrilous writing. 


-spg — — — | mandatory under a 1960 state law against 
«єг g 


tussle between Mishra, who says he trusts 
only Mrs Gandhi besides God, and the 
publishers of Indian Nation and its allied 
Hindi daily Arvavarta began in Sep- 
tember 1981. 

The two newspapers had reported an in- 
quiry by New Delhi into charges of cor- 
ruption against Mishra and his colleagues. 
Mishra sued the newspapers for defama- 
tion but the dailies continued with their 
series of investigative reports and, in the 
process, lost government advertisements. 
Mishra then sent his officials to Tamil 
Nadu state to study a new press law pro- 
mulgated through an ordinance in Sep- 
tember 1981, which made imprisonment 


Last year, the Tamil Nadu government 
used the new law to arrest the editor and 
directors of an opposition daily for report- 
ing a probe by New Delhi into a state 
minister. Early this year, Tamil Nadu took 
similar action against another daily for re- 
vealing that some children had fallen ill 
after eating government-provided lunches 
in state-run schools. The Bihar bill, mo- 
delled on that of Tamil Nadu, does not de- 
fine scurrilous writing. 

Another state, Orissa, has had a similar 
law since 1960. It is more restrictive than 
the Bihar bill but has not been invoked. 
The Tamil Nadu law has been challenged 
by an aggrieved newspaper and, pending 
the outcome of the case, the judiciary has 
stayed the provision on scurrilous writing 
in the state law. 

Journalists in Bihar were quick to rally 
against the threat. On August 21, riot 
police clashed with protesters making a si- 
lent march in Patna to protest against the 
bill. While the police flatly denied there 
had been an attack, Mishra defended the 
action, charging the journalists with at- 
tacking the police first. 

The movement against the legislation 
gagging the press, though slow to begin, 
has now become nationwide with aca- 
demics and opposition political parties 
supporting the journalists. It is feared that 
if the Bihar measures are not blocked 
now, other states could be tempted to de- 
vise similar laws. Mrs /Gandhi can con- 
tinue to profess her faith in the freedom of 
the press, but a network of laws enacted at 
state level could result in a controlled 
press. After all, the Tamil Nadu enact- 
ment last year obtained presidential as- 
sent, which depends on the advice of the 
union government. 

When the opposition raised this issue in 
parliament recently, Ramaswamy Ven- 
kataraman, who was then acting home af- 
fairs minister, would not give any assur- 
ance on presidential assent to the Bihar 
measures. Instead, he said that, whatever 
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formation and broadcasting minister V. P. 
pushing the press bill 
through the state egislature. 

As the convic on grew that Mishra was 
Mrs Gandhi, the press 
ke a unified stand by staging 
a nationwide strike on September 3. The 
press blackout was near total, with only a 
` few. party organs appearing that day. 

;Newsagency wires went dead. as staff 
joined the demonstrators. Chief editors, 
^, Who under the Indian system do-not.nor- 

¿s mally join strikes, stayed away from work, 
some even joining the ranks of their ban- 
> ner-waving and marching colleagues. 





Pignificantly, this. was the first print- 
media strike in the country which. had 
the. support of non-journalist staff and 
even the managements of publications. Al- 
though the Bihar bill was the immediate 
, issue, The Times of India said in an edito- 
паі, there was a deeper cause for tlie rare 
unity of purpose the journalists had dem- 
onstrated.. It was. the gnawing feeling 
that Mrs Gandhi's government knew of 
ће Bihar plan and let it go ahead as a trial 
balloon to test the reaction of the press. 
And if journalists and others did not try to 
prevent: presidential assent to the bill, 
‘New Delhi would in course enact similar 
legislation for the whole country. 

“What contributed to the success of the 
September 3 strike was the prime minis- 
ter's outburst га couple of days earlier, on 
the issue. She described the eS as 
“bogus, misguided and irrational" and ac- 
cused the newspapers of becoming the 
handmaidens of the opposition. Echoing 
Mishra, she asked why the press had not 
protested against more stringent laws in 
Orissa and Tamil Nadu. But as The 
Economic Times said in reply: "Failure to 
notice encroachments. on press liberty in 

опе or two states does. not take away the 
right to. protest against similar encroach- 
. ment in the third.” 

More ominously, Mrs Gandhi was de- 
fending the principle behind the Bihar 
bill. She said existing laws.were not effec- 

обме in punishing those who: indulged in 
yellow. journalism and.character assassi- 
‘nation. What. did the journalists do to 
bring round the erring newspapers who 
were defaming the reputation: of the entire 
he asked. 
: the Indian Express said, none will 
_ defend such misdemeanour “but it is un- 
“wise to stifle responsible press in a bid to 
curb excesses at this fringe." There were 
other ways of dealing with irresponsible 
г journalism, “The existing laws һауе not 
_ been used, nor has there been recourse to 
-the press Council or professional associa- 
tions which are concerned with maintain- 
ing standards,” itadded. ^ 

Mrs Gandhi’s open defence of the bill 
makes the presidential assent more likely. 
In that event the press will have to seek 

‚ judicial redress, ch would mean’ a 
lengthy confroniaHon: 
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By Sheilah Ocampo 
Manila: The sporadic differences between 
the government of President Ferdinand 
Marcos and the Roman Catholic Church 
in the Philippines have taken anew twist 
as the church moves to crack down on the 
small minority of militant members. The 
government's attitude towards (ће pro- 
gressive elements іп the church has been 
consistently suspicious and.these suspi- 
cions have been, directed particularly at 
church members directly involved in so- 
cial-action work — such as the setting up 
of self-reliant. Christian communities — 
and activities related to human rights. 
Progressives in the church divide into 
two categories — radicals who support or 
sympathise with the underground move- 
ment which opposes Marcos and reform- 
ists who tend to advocate a third alter 
tive known as social democracy. The 
gressives, and particularly the radical éle- 
ments, criticise the attitude of the church's 
hierarchy to the government. At the 


height of martial law, the Catholic: 
Bishops Conference of the Philippines | 
(CBCP) coined the phrase "critical colla- 
boration" to describe its relations with the - 
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secretariat tones of its “tendentious 
scheming and manipulative character . 
on top of its ideological bias.” 

Cinches also stated then that the CBCP 
was being “cautious about revolutionary 
ideologies using the church prestige.” In 
an angry reply, the MSPC’s Bert Cacayan 
and Fr Justino Cabazares of Mindanao 
Action — known as Missa — said: “Each 
time unsubstantiated charges are levelled 
at MSPC-Missa by anyone of your status, 
the lives of the whole staff are at stake.” 

Another indication of the CBCP's ap- 
pen was a memorandum issued by Arch- 

ishop Francisco Cruces of Zamboanga 
last December. In the document, entitled 
Safeguards Against Leftist Infiltration in 
the Church, Cruces suggested what he 
termed counter-education for those en- 
gaged in social work. He held that priests, 
nuns and others engaged in social work 
who had been, as he put it, infiltrated, 
drew their inspiration from Marxist ideol- 
ogy and that through seminars and other 
sessions they learned about liberation 


support from the reformist bishops 
wanted a middle-way approach to politics 
but who were staunch anti-communists. 
The social democrats' strategy was said in 
the document to hinge on a “United States 
imperialist-backed coup d'etat to topple 
the dictatorship and install some liberal 
persónalities in power." The social demo- 
crats appeal to the church because of its 
assurances that the church will continue to 
be a dominant influence in society. 


he NDF advocates formed the Christ- 

ians for National Liberation under the 
leadership of Fr Edicio de la Torre in Feb- 
ruary 1972. Over the years, it has suc- 
ceeded in attracting support from the 
lower echelons, some of whom have al- 
legedly joined the “armed struggle and the 
urban underground." De la Torre, 38, was 
arrested in April for supporting the NDF. 
In an interview on TV on August 19, Mar- 
cos referred to de la Torre and said that 
there was no quarrel between the church 
and the government, but only with those 


Marcos displays his vea нту book on 1 Philippine democracy: no quarrel with the church. ^ 


theology, structural analysis and armed | 
revolution. 

Cruces' views were published after the 
CBCP reportedly obtained a copy of a 
document — dating from 1978 — entitled 


Nature of Church Sector, Organisation of 


our Political Work and Tasks of Comrades 
Within the Sector. The authenticity of 
the document is in doubt, but it was re- 
portedly drawn up by the NDF. It dis- 
sected the church and its institutions and 
explained how the underground move- 
ment could “arouse, organise and 
mobilise church elements by linking them 
with the basic masses.” 

The document classified) the bishops 
with the ruling elite and said that by virtue 
of family background and lifestyles the 
bishops were seen to be detached from the 
poor. The lower and middle echelons of 
the church, which are dominated by 
priests and nuns in the less well-off 
churches and congregations, were consi- 
dered more sympathetic to the under- 
ground movement because they identified 
with poorer Filipinos. 

Within the church hierarchy itself, 
ideological differences have surfaced be- 
tween the social democrats and the NDF 
supporters. The former were said to draw 


church members who had become rebels 
and were therefore no longer part of the 
church. 

One casualty of the CBCP’ $ attempt to 
counter-educate its social-action workers 
has been the closure of a religious 
teachers’ course in Oroquieta City, in Mis- 
amis Occidental province. The two-year 
course was open to underprivileged stu- 
dents who could later be catechists in 
parish churches, under the supervision of 
the Franciscan Missionaries of Mary 
(FMM). Although it is part of the Stella 
Maris College, the programme is funded 
from Aachen, West Germany. On June 
16, it was ordered closed by the FMM gen- 
eral council in Rome upon the recommen- 
dation of Bishop Jesus Dosado. No reason 
was given, but allegations have been made 
that it is being infiltrated by communists. 
Its 81 students and staffers have launched 
a fast in protest against its arbitrary clo- 


The sensitivity of the rebel priests issue 
was underlined by a report in local news- 
papers on July 28 that eight priests from 
the rebellion-prone Samar island in the 
eastern Visayas had gone underground. 
The allegation emerged from an interview 
given by Bishop Angel Hobayan of north- 





егп эе to an Australian newspaper. 
The following day, Cardinal Julio Rosales 
— who retired recently — denied that the 
eight Samar priests were rebels. He said 
that during a meeting attended by 27 
priests to discuss a reshuffle of assign- 
ments, eight walked out in protest against 
their new posts. 

After Hobayan's statement, the Samar 
clergy expressed concern for the safety of 
the eight. They saw Manila's influential 
archbishop, Cardinal Jaime Sin, and 
urged him to issue a statement denying the 
allegation. Although the cardinal re- 
mained silent on this particular issue, he 
went to Samar on August 18 and took the 
opportunity to talk to and reassure the 
clergy. “Don’t be afraid, I am your big 
brother. I am willing to die for you,” he 
said. 

The question of priests becoming com- 
munists has sparked some sharp ex- 
changes between the government and Sin. 
In December, Sin told foreign corres- 
pondents that some priests who became 
NPA rebels "were just identifying them- 
selves with the people around them. They 
should not be judged harshly." 

This approach failed to sit well with the 
government which took to reminding the 
church of the pope's statement during his 
visit to the Philippines in February 1981 
that the clergy should stay clear of politics 
and any class struggle. Those of the flock 
who fail to heed the papal counsel and are 
arrested could benefit from an agreement 
which the local press said early in August 
had been struck between the church and 
the military. 

The reports said that under the agree- 
ment “a religious denomination may ob- 
tain the release of a clergyman detained by 
the military by asking for his temporary 
release” through the Church-Military 
Liaison Group (CMLG). The requesting 
party would guarantee his presence and 
availability to the authorities, as well as his 
lawful conduct. 

The reports said that the initiative for 
the accord was taken by Defence Minister 
Juan Ponce Enrile and that his move rep- 
resented not only views in defence circles 
but those of “important levels of the politi- 
cal branches of government that the 
church as a group is an important factor in 
national unity." They added that *admin- 
istration politics should not offend religi- 
ous sensibilities but rather should lean 
over backwards to accommodate religious 
views to the extent permitted by the law." 
The CMLG, which was reported to have 
met 92 times, will not only act as custodian 
for temporarily released prisoners, but 
would have to be informed of the arrest of 
any of their members. 

Some church sources said that the 
church-military liaison committee which 
was responsible for the recent agreement 
has been operating more on paper in view 
of persistent misunderstandings between 
church and state in areas of insurgency. A 
Defence Ministry source said, however, 
that the committee has been holding regu- 
lar dialogues with church leaders in vari- 
ous parts of the country to settle differ- 
ences. 
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Manufacturers Hanover moves. 
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Tailored Technology. 


The correct combination of product and know- 
how. That is, a universal range of standard 
roducts backed by wide experience. 
or over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored 
solutions together, in 127 countries, every day. 


An example from Asia: 

Siemens has supplied and installed vital 
electrical equipment for the Hongkong 
Underground. A train every 2 minutes 
means current demand is high: 
extra-large conductors ensure that it is 
met. And on the open-air sections 

of the system, the strain imposed 

by typhoons of 260 km/hr velocity is 
countered by a specially robust mast 
and cantilever construction. 


«wi If you want to know more about 
ДЇ" - Siemens and the part it can play in the 
i» realization of your electrical engineer- 
ing requirements, write to: 
Siemens AG, P.O.B. 103, 
D-8000 Munich 
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“In Sydney, they say 
it’s the most exciting thing to 
happen since the [g 
Opera House." 








In the heart of Sydney, overlooking 
the Opera House and the Harbour 
= Bridge, a new landmark is being 
created. 

Itsa hotel. And a rather special one 
The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

When this hotel opens, it will boast 
an outdoor pool perched above the 
harbour. 

Its meeting and conference facilities 
will include Sydney's finest ball- 
room. 

And the services offered to guests 
will rival the world's greatest hotels. 
It will be the first of its kind in 
Sydney. A hotel for perfectionists. 
A Regent. 

From late 1982. 
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e HARDLY was the ink dry on the 
REVIEW of July 2, in which this column 
featured the very sensible advice given 
to the guests of a Taipei hotel in the 
event of fire, when a postman delivered 
a video tape which featured this Travel- 
ler’s brother receiving one of the Prince 
of Wales’ Awards for Industrial Innova- 
tion and Production in London. Here 
follows an unashamed family plug — for 
the product, Firotex, is a unique process 
which converts cellulose into partly car- 
bonised fabrics which are highly resis- 
tant to fire. Naturally, my brother is en- 
thusiastic about the material, which re- 
fuses to ignite even when held over a 
bunsen burner, gives off negligible 
smoke and no toxic fumes, does not 
melt, remains unaffected by static elec- 
tricity and acts as an insulator against 
heat and cold. 

The cloth retains its natural “drape” 
and can be combined with other fibres or 
felts for curtains, bedspreads, carpet 
underlays and so on. For those Asian 
travellers who are assigned a room on 
one of the upper storeys of a high-rise 
hotel and remember uncomfortably past 
hotel fires in which guests have not 
burned to death but have been as- 
phyxiated by toxic fumes, it would be 
reassuring to know that the hotel's 
drapes and unholstery were made of 
such a material. Apparently, it can also 
be used to cover polyurethane cushion- 
ing — and in many an aircraft crash the 
fumes released by the resulting fire kill at 
least as many as the initial impact. Appa- 
rently the oil industry is already in- 
terested (for the fabric can be also lami- 
nated to metals and thus could make 
storage tanks safer), as is an American 
aerospace firm and various organisa- 
tions interested in protective clothing for 
firemen, police, the military, laboratory 
workers and so on. 

Purely for self-preservation motives, 
and apart from considerations of family 
solidarity, any hotel or airline which 
could announce that all its upholstery at 
least was fireproof would get my busi- 
ness. 
€ PICKING up both the family and the 
hotel theme, Taipei's Brother Hotel 
claims in its advertisements that staying 
there is "a great joy." The blurb con- 
tinues: "The smiling staff here takes 
pride in its service and is so eager to 
please. Much attention is given to the ut- 
most room cleanliness. Not even a hair is 
to be found left on bedsheet or pillow- 
case." 

Reader Robert Bucci remarks that he 
hopes other hotels will adopt these new 
standards and perhaps the Taiwan hotel 
association will classify hotels accord- 
ingly — instead of using stars; 0 Hairs, 1 
Hair, 2 Hairs, etc. This would be a great 
service for business travellers. 
€ ANOTHER British industrialist, 
Derek Lyons, visited Peking recently 
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and remarked that immediately outside 
the new Jianguo Hotel is a sign which 
must give a great lift to the spirits of as- 
piring businessmen as they leave each 
morning for their eagerly awaited ap- 
pointments. It reads simply: “Turn To 
The West.” 

Sadly, this does not reflect any major 

change in China's economic policy but is 
a directive to taxi drivers which simply 
means turn right. 
@ ASIA, of course, has many curiously 
named hotels, One, advertised in a 
Hongkong newspaper, was spotted by 
the somewhat irreverent Father Doody 
of Hongkong's Wah Yan College. It is to 
be found in Taipei and, presumably, 
never ever tells would-be guests that 
there is no room at the inn: 


E EK BU 
HOLY HOTE 


ys ЫГ Ы Н 


The second was spotted by Nik Roz 
Daud as he drove through Kuala Selan- 
gor in Malaysia. The Chinese characters 
are merely a repetition of the ideograph 
for "sweet-tasting" but, as Daud re- 
marks, the hotel's name gains something 
in translation: 


e THE Milan representative of the 
Hongkong and Shanghai Bank, Peter 
Kirrage, recently took a holiday in Evian 
on the shores of Lake Geneva and re- 
marked that strangled English rides in 
European hotels as well as the Far East. 
Suspended over the lavatory in his bath- 
room was the following notice: 
$ATTENTION 

Please throw in this Electric water- 
closet 
only the paper usually employed in this 
place! 

Otherwise there will be a risk of 
malodorous inundation. 

Thank You.* 

For the uninitiated , an electric water- 
closet is but a normal loo which has at- 
tached to the wastepipe a device similar 
to a waste disposal unit. The machine is 
automatically activated when the closet 
is flushed and with a loud and very dis- 
concerting. grinding noise presumably 
reduces to a fine silt the results of one's 
communications with nature. 


€ A RECENT cover feature (REVIEW, 
July 30) discussed some of the misun- 
derstandings which have arisen between 
Indonesia and Australia, particularly 
over the issue of East Timor. Perhaps 
the press has contributed its share of 
Australian misconceptions about Asia. 
On March 1 an item datelined Canton 
in the Canberra Times reported the 
opening of an exhibition of products 
from New South Wales in the 
Guangdong capital. Solemnly it re- 
corded that Harry Wallace, chairman of 
F. T. Wimble and Co., a Sydney-based 
printing-ink manufacturer, had watched 
in amazement as hundreds of Chinese 
lined up at his stand to collect boxes of 
give-away matches. The reporter's un- 
likely explanation was: *The word had 
got around in Canton that there were 
thousands of strikes in Australia. Some- 
thing had been lost in the translation and 
the Chinese had been led to understand 
that each Australian match was good for 
1,000 strikes." And the Canberra Times, 
as L. A. J. Malone, who sent the cutting 
comments, is а very reputable paper. 
€ ANOTHER reputable paper, The 
Australian, ran a headline on March 10 
on à joint Australian-Thai police opera- 
tion against opium-growers in the Gold- 
en Triangle which, as Tom Fawthrop 
points out, gives the impression that he- 
roin is made from hashish: 


Golden Triangle growers set for bumper cannabis crop 
Attack on heroin trade 


€ MEANWHILE, Manila-based for- 
eign correspondents recently hosted a 
farewell dinner for departing Australian 
Ambassador Richard Woolcott who, 
when asked to make a few remarks, 
chose to delve into the tricky question of 
the increasing number of aging Austra- 
lian men who are marrying “mail-order” 
Filipina brides. Over the previous year, 
nearly 1,200 new wives received their 
Australian visas, nearly 600 fiancees 
were preparing to move down under and 
300 had married, thus changing their im- 
migration status. 

Explaining that these marriages ran 
the gamut from aging men looking for “a 
housekeeper and a mistress" to Filipinas 
simply looking for a way out, Woolcott 
said that he and his Immigration Depart- 
ment colleagues frequently tried to 
counsel prospective husbands against 
such marriages. For example, one offi- 
cial recently tried to talk a gnarled, 
weathered old codger out of his planned 
union with a 19-year-old maiden. “You 
know,” the official cautioned, conscious 
of the applicant's age, “if one indulges in 
too much sex, one can die.” The old man 
pondered the advice for a moment and 
then said resignedly: “Well, if she has to 
die, she dies." 
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Seeking ап Islamic state 


fter years of struggle for an Islamic 
state, Islamic movements and parties 
in various countries are still searching for 
the best way to achieve their goal. Those 
committed to electoral politics in demo- 


cratic (or pseudo-democratic) states have 


been largely disappointed by their elec- 


| toral performance even when the voters 
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have been mostly devout Muslims. 
Some have taken their cue from the re- 
volution in Iran, saying an Islamic revival 


— js possible only through similar revolu- 
— tionary methods. 


The reformist approach, they argue, 
serves to strengthen the secular state 


Ж, rather than transform it into an Islamic 
— one. Yet other Islamic leaders, tradition- 
- . ally opposed to secular leadership of Mus- 
- lim countries, have accepted invitations to 


join established governments. Their hope 
Is to bring Islamic changes from within — 
something they could not achieve while in 
opposition. 

The concept of the Islamic state and the 
phenomenon of Islamic political move- 
ments in the modern age appears enigma- 
tic to the secular mind. For most Muslims, 
however, it is an article of faith that the 


| temporal cannot be divorced from the 


ecclesiastical. Excluding those who have 
renounced their faith except in name, 


- Muslims believe Islam enjoins them to es- 
n tablish a state run on Koranic principles. 
Under the influence of modern Western 


ideas and the fear of failure, some are re- 


^ [uctant to translate the idea into practice. 


The distinction between Islamic and 
secular political movements in the Muslim 
world is not always that the membership 


of one is religious and that of the other, ir- 


religious. The difference lies in the fact 
that while the secular politicians have ac- 


- _ cepted the impact of Westernisation as 


real and final, Islamic movements still ex- 
pect to change the situation and restore 
the Islamic order. 

The last model of a complete Islamic 
State is said to be the period of the im- 
mediate successors of the Prophet 
- Muhammad. The Umayyad, Abbasid and 
Ottoman caliphates, and lesser sultanates, 
all deviated from Islamic principles in in- 
stituting hereditary rule. Monarchy, prac- 
tised even today in several Muslim coun- 
tries, does not conform to the Koranic 
foundations of the state. And while one 


- cannot logically reject a social or political 


concept on grounds that its last complete 
manifestation took place about 14 cen- 
turies ago, there are obvious difficulties in 
convincing people to adopt a system which 
has not been properly practised for a long 
time and whose benefits have to be con- 





Pakistani journalist Husain Haqqani is Hongkong cor- 
respondent for the magazine Arabia, founded in 1981 
as a forum for Muslims throughout the world and to 
E a source of information on Islam to non-Mus- 


ceptualised because they remain unseen in 
recent times. Partial adherence to Islam in 
matters of state and government can be 
seen throughout history and has lasted to 
the present day in several places; that is 
why people find it easier to understand 
and work for partial or gradual Islamisa- 
tion instead ofthe total change advocated 
by some Islamic movements. 

There is general consensus among Is- 
lamic movements that they need to re-for- 
mulate Islamic principles, making them 
applicable to the modern state. The prob- 
lem is summarised by Sadiq al-Mehdi, 
former prime minister of Sudan and a con- 
temporary writer on Islam: “If the ancient 
shariah [the Islamic law] is not reformu- 
lated and re-applied to fit the needs of the 
present day it will wither away and the op- 
portunity it offers to create an Islamic 
state in its image will be lost. There is no 
historical precedent to support the sugges- 
tion the shariah cannot be thus revitalised. 

“The process of its interpretation in the 
early days of Islam demonstrates that it is 
not à fixed and permanent entity, but ca- 
pable of change to fit new circumstances. It 
is this approach which must be adopted 
once more if Islam is to preserve its iden- 
tity and attempt a solution to its own prob- 


lems by the establishment of Islamic. 


states; general agreement on ideological 
commitment to the laws of Islam, together 
with a willingness to adapt and fit them to 
particular national circumstances." 


hile all Islamic movement leaders 

agree on what needs to be done, a 
blueprint for a contemporary Islamic state 
has yet to be produced. In South and 
Southeast Asia, Islamic political move- 
ments emerged during the struggle against 
colonial rule. Faced with Western colonial 
domination, most Muslim societies re- 
sponded by looking towards their faith 
and the glory associated with its period of 
ascendancy as the road to national salva- 
tion. Generally, Muslims had a weaker 
sense of ethnic, linguistic or cultural iden- 
tity in pre-colonial times. 

In the confrontation with colonialism, 
Islam, rather than other factors, defined 
nationality for Muslims in India, Malaya, 
Java and Sumatra. Nevertheless, though 
Islamic political movements contributed 
to independence struggles by promoting 
anti-Western ideas and developing re- 
ligio-national consciousness, indepen- 
dence in Muslim countries was won under 
Westernised, secular leaderships. 

After independence, Islamic move- 
ments adopted the position that nation- 
states inhabited predominantly by Mus- 
lims should have Islamic constitutions. 
The notion of the Islamic state has always 
existed in the Muslim world and there 
have been movements for social and poli- 
tical reforms throughout the period of de- 


ab om % 





cline of the Islamic empire. But the idea 
that an Islamic order could be superim- 
posed on the modern nation-state (which 
itself developed independent of Islam), 
appeared new and was resisted by two 
quarters. 

Modern secularists held that though the 
concept of a state run on divine principles 
by pious people sounded appealing, it was ' 
not practical. They advocated consign- 
ment of religion to the realm of private life 
and the adoption of one of the several con- 
temporary socio-political systems for 
Muslim countries. Traditionalists rea- 
soned that while an Islamic state was cer- 
tainly the goal for any Muslim commu- 
nity, an Islamic society had to precede the 
state. 

This meant that rather than concentrate 
on political means, Muslims should attend 
to rebuilding their personal, family and 
community life on Islamic principles — 





something forgotten over the years. Once 
the society was God-fearing and therefore 
Islamic, the law and constitution of the 
state would easily be adaptable along the 
lines of the faith. 

The Jamaat-i-Islami (literally, Islamic 
party) in Pakistan, was one of the earliest 


exponents of the theory of achieving Is- 
lamisation through political means. Its 
founder, the late Abul a'la Maududi, 
wrote at length on the principles and prac- 
tice of the Islamic state. He maintained it 
was not sufficient for a Muslim country to 
be ruled by Muslims or to have Islamic 
personal laws. The whole edifice of socie- 
ty and state had to be founded on Islam. 
The Jamaat took an active part in poli- 
tics and entered the 1970 general election 
with the hope of an impressive showing. 
Jamaat supporters had, by then, gained 
considerable influence in student and 
trade unions and its sympathisers domi- 
nated the Pakistani press. Massive party 
rallies in big cities raised the Jamaat's 
hopes. Its leaders publicly discussed de- 
tails of the constitution they expected to 
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give the country, after winning a signifi- 
cant number of seats in parliament. 

But the Jamaat was terribly disap- 
pointed by the results: it was routed in 
Pakistans then eastern wing (now 
Bangladesh) by Bengali nationalists led by 
Sheikh Mujibur Rahman and in the west 
by Zulfikar Ali Bhutto's Pakistan People's 
Party. The expectation of Islamic trans- 
formation through electoral politics 
proved wrong, even in a deeply religious 
country. + 

After the 1970 election, the Jamaat 
supported the Pakistani army in oppos- 
ing the independence of Bangladesh; Pa- 
kistan still had great potential for becom- 
ing an Islamic state, therefore its unity 
had to be preserved, they argued. When 
that objective was not achieved, the re- 
maining elements of the Islamic move- 
ment in Bangladesh faced severe repres- 
sion at the hands of the victorious 


Khomeini: secular compromise. 





Bangladeshis. Even after Islamic politi- 
cians were rehabilitated in Bangladeshi 
political life, they failed to make any signi- 
ficant impression. In the 12 years since the 
Jamaat's bid for political power through 
elections, Islamic revivalist activities there 
have focused on reforming society and Is- 
lamic activists seem to have accepted the 
thesis that politica! means are not the best 
for Islamic social change. 


n Pakistan, the Jamaat acted as a 

major force in opposition to the Bhutto 
regime. After much internal discussion 
following the 1970 debacle, the party 
resolved to remain in politics. Never- 
theless, non-electoral means for Is- 
lamic goals were not ruled out. The party 
is now convinced that even with an exten- 
sive network of support among students 
and trade unions, plus medial influence 
and nationwide organisation, which has 
led people to call it an inverted communist 
party, it cannot rely on politics alone for 
Islamisation. 

Although some of its key figures have 
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expressed doubts about the military's mo- 
tives, the Jamaat was named as an early 
collaborator with President Zia-ul Haq's 
programme of Islamising from above. 
Currently, the Jamaat is trying to distance 
itself from the military government's fail- 
ures, lest it lose its image as a democratic 
political party. 

Malaysia's Party Islam and Indonesia's 
Nahdatul Ulema and Masjumi parties 
(now part of the United Development 
Party) have undergone phases similar to 
that of the Jamaat. Hopes for an Islamic 
state through the political process have 
risen and collapsed. Elements of 
Malaysia’s Islamic movement (Anwar Ib- 
rahim of youth movement Abim, for 
example) have reached the conclusion 
that partial Islamic reforms through co- 
operation with conservative politicians 
are a more practical short-term goal than 
total Islamic change through acquisition 
of political power. 

Islamic leaders in Indonesia are also 
considering a rapprochement with secular 
Muslims, whom they have started classify- 
ing as sympathetic or hostile to Islamic 
goals. A few years ago, most Islamic ac- 
tivists would not have dreamed of as- 
sociating with secularists as a means of Is- 
lamisation, 

The revolution in Iran has not helped 
Asian Islamic movements in identifying 
their course of action. The situation in 
Pakistan, Malaysia and Indonesia (and for 
that matter, most Muslim countries 
around the world) is fundamentally differ- 
ent from pre-revolution Iran. Autocracy, 
shah-style, is missing and so is the anti-re- 
ligious attitude of government. Most Mus- 
lim governments are using reform to pre- 
empt Islamic revolution. Even if the dif- 
ference between Shia and Sunni is ig- 
nored, the religio-political approach of 
Iranians differs basically from that of 
other Muslim societies. More impor- 
tantly, the situation in post-revolution 
Iran has been disappointing for most Mus- 
lims. 

More than three years after the revolu- 
tion, the Iranian republic has not yet pro- 
duced the model Islamic state desired by 
Islamic movements and their sympathis- 
ers. Islamic revolutionary slogans aside, 
the Iranians have set no remarkable pre- 
cedents in Islamising political and legal in- 
stitutions or establishing an Islamic econ- 
omy. Other Muslim states can boast of 
successful achievements in Islamic bank- 
ing and judicial reforms, as well as in lay- 
ing foundations for a welfare system—all 
essential in the Islamic state concept. 

The role of secular forces in the course 
of the revolution in Iran is often under- 
played. It is true mass support for the re- 
volution was built, and is being sustained, 
by the charisma of Ayatollah Ruhollah 
Khomeini and the religious rhetoric of 
Iranian clergymen. Nevertheless, progres- 
sive movements such as the Mujahideen- 
e-Khalq and the National Front, as well as 
the communist Tudeh Party, made a signi- 


ficant contribution in terms of organisa- 
tion and choice of political methods. 

The ayatollah's selection of nationalist 
Mehdi Bazargan as the first prime minis- 
ter of revolutionary Iran was an acknow- 
ledgement of the contribution of so-called 
secularists to the revolution. To this day, 
collaboration continues between Tudeh 
and the clergy, indicating that the re- 
volutionary path taken by Iran requires a 
unity of diverse forces and cannot be 


adopted by Islamic movements going it- 


alone. For most Islamic movements, unity 
with communists is unimaginable, more so 
if it brings little in the way of successful im- 
plementation of Islam. 


E the foreseeable future at least, Islam- 
ic movements have to prepare them- 
selves for co-existence with secular politi- 
cal institutions and work within their 
framework. In a search for secular allies, 
some may find leftists natural partners by 
reason of a common interest in social jus- 


tice and egalitarianism. Others will con- 


tinue to consider secular conservatives 
better associates because of shared social 
and cultural values. In any case, Muslims 
have to remember that when the Islamic 
world was in decline, the West was in as- 
cendancy and that they have a lot to learn 
from ideas developed in the interregnum. 

The strength of Islamic movements lies 
in their ability to articulate popular griev- 
ances on social, political and economic is- 
sues, albeit in religious terms and on 


moral grounds. Islam is a cohesive force in | 


Muslim societies with enormous potential 
to be a catalyst for major social change. 
The inability of Islamic movements to 
clarify (except for the bare outlines) what 
form social change will take under their 
leadership handicaps their ability to be 
any more effective than they are. Long 
and arduous political campaigns without 
concrete results in turn lead to Islamic 
leaders wavering on the question of the 
chosen means for realising their aims. In 
politics, Islamic movements have an addi- 
tional problem. As they speak from a 
moral pedestal, people expect Islamic 
politicians to live up to superior moral 
standards. 

Asian Islamic movements may not have 
won major political battles but they are 
not disappearing from the scene either. In 
every Muslim country, Islamic political 
forces have enough strength to influence 
and irritate secular politicians, if not to 
challenge their power seriously. More 
people in Muslim countries sympathise 
with the ideal of a morally founded, religi- 
ous state than are prepared to actively 
support it. The real weakness of the Is- 
lamic movements has been that they are 
striving for a goal, the full practical impli- 
cations of which are not understood. If the 
Islamic movements had a more contem 
rary prototype of their ideal state to offer, 
chances of their success would be greater 
and there would be less confusion about 
and within them. ш 
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ith the number of countries hold- 
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1 Male and an international air- 
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litical parties could emer 
anges ina remote Indian C 


: Fully i in command of his nation and 

no-visible threat to his power, Presi 
t Maumoon Abdul Gayoom of Mal- 
mains very much a people's presi- 
ding the reins of power as tightly 
sredecessors, his administration is 
re relaxed than earlier royal rul- 
the despotic short-sighted rule of 

ime minister and president Ib- 
asir. Political discussions are still 
nin the islands, but Gayoom's 


t the people and obtain their views at 
hand. 
е admits that he has curtailed privaté 







ayoom's fireside chats 
се: пе ie onal 


n erviews in Male but says that no one | 


In à speech on Maldivian National Day 
(July 26), Hameed, referring to Maldives" 
northern limits, argued that the Minicoy 
islands of India were historically part of 
Maldives because they had always been 
ruled by the sultans of Maldives. Lying 
south of the Laccadive islands, the 
Minicoy coral islets are ruled from New 
Delhi as a union territory. 

Gayoom, interrupting his brother, said 
ruling a place in the past was no justifica- 
tion for claiming common identity. But he 
went on to mention other justifications 
and added it was his personal opinion that 
the islands north of the country’s current 
marine boundary were part of Maldives. 

None among the resident ambassadors, 
including India’s Brij Kumar, followed 
what was said, for the proceedings were in 
Divehi — Maldives’ national language. 


| The diplomats took note later when the 


proceedings were reported by the state- 
owned radio and TV and a translation was 
made by embassy officials. 

Worried by the serious implications, the 
Maldives Foreign Office sent a note to the 
Indian Embassy on the following day stat- 
ing categorically that there should be no 
misunderstanding; Maldives was not lay- 
ing claim to the Minicoy islands. Several 
days later, Gayoom himself denied a Co- 
lombo newspaper report on Maldives lay- 
ing claim to Minicoy. 


who has written to him asking for a meet- 
ing has been refused. “Sooner or later, 
they come to see me at my house in the 
evenings,” he said. 

Gayoom's term expires in November 
but re-election does not seem much of a 
problem at the moment. By that time a 
new constitution should be in force. Dis- 
cussing his proposed constitutional 
changes, Gayoom said their basic thrust 
was to provide a more responsive funda- 
mental law. capable of meeting the na- 
tion's needs. 

The present constitution, according to 


him, was silent on some of the most basic 


issues. and for that reason was sadly lack- 
ing. The constituent assembly does not 
seem to be very enthusiastic about its as- 
signmént but has pledged. to produce an 
amended constitution by December. 
According. to Gayoom the new con- 
tituti afantee citizens" 
fundamental rights, including the fight to 




































idcastin g in news bulletins on Аш 

orted Gayoom as saying in his 

1: "What are the prerequisites of 
панд, or example, it may be to be- 
long to the e ethnic origin, to. speak 
the same language, to share the same cul- 
ture and to be parties to the same history. 
When I look upon such prerequisites in 
my personal capacity, I have to tell you the 
atoll which lies about 70 miles to, the north 








free spéech and freedom of association. 
Asked if it would lead to emergence of po- 
litical parties in’ the currently partyless 
democracy of Maldives, Gayoom said the 
right to form a party would be guaranteed, 
but whether any would be formed would 
depend on circumstances. 

Gayoom explained: that “parties: are 
formed to voice. ethnic, cultural, linguis- 
tic, ideological and religious differences 
and press for hitherto unrecognised rights. 
Remaining isolated for so long, we are still 
a very homogenous society. Being devout 
Muslims, we are strongly opposed to in- 
ternational communism and so far have 
not imported any ideology ` so no parties 
have emerged. A time could come when 
someone may decide to launch one.” 

Dragging Maldives quickly into the 
modern world, Gayoom seems unaware 
of the social upheaval that modernisation 
| could cause. Although he is not con- 
pe the раш тау соте воопег {һап 





| created by the process of bcr, 
But he conceded the emergence of “some 
| economic tensions like inflatio: which he 






of our present northernmost atoll, 
Tiladummati, is a part of the Maldives." 

Maldivians argue that Minicoy islanders 
speak Divehi, unlike Laccadive islanders 
next door and that even now many Maldi- 
vians have first generation blood relations 
in Minicoy. Agriculture Minister Ahmad 
Hilmy Didi is mentioned as the foremost 
example, because his mother was born in 
Minicoy and his uncle still lives on the is- 
lands. 

Maldivians hasten to add that they are 
not claiming Minicoy and are merely re- 
calling history. But, historically, a Maldi- 
vian sultan ceded Minicoy to the Por- 
tuguese in the 16th century in the vain 
hope of keeping them out of Maldives. 
They were driven out in 1573 and Mal- 
dives faced its second last invasion — this 
time from the pirates of Malabar — in 
1752. Minicoy then became part of the 
Sultan of Cananores territory. 

What Maldivians fail to mention is that 
as recently as 30 years ago they signed a 
maritime-boundary agreement with India 
fixing the border at the Eighth Degree 
Channel which is 35 miles north of Mal- 
dives' northernmost atoll and an equal dis- 
tance south of Minicoy. 


N: explanation is available locally 
about why Maldivians have suddenly 
taken to raking up history while still as- 
serting they are not claiming Minicoy. 
Their relations with India so far have been 
excellent and they have received consider- 
able help from New Delhi, the foremost 
being the newly opened Male interna- 
tional airport, financed by eight countries 
and international agencies. Civil en- 
gineering work at the airport was done by 
the International Airport Authority of 
India (IAAI). The Indian organisation 
lost about US$6 rnillion on the contract 


He blamed the economic tensions on his 
attempts to do too much in too short a 
time. *But, since we have already im- 
plemented a large part of our develop- 
ment programme, we can soon begin re- 
phasing expenditure and need not spend 
too much in too short a time." 

He believes this prescription will check 
inflation and will relieve the strain at- 
tributable to the vast gap between demand 
for and availability of skilled personnel 
and services. 

Although Gayoom himself remains un- 
touched by any breath of scandal, there is 
increasing talk of corruption in high places 
and criticism of him for relying on the cor- 
rupt. Another problem is that the south- 
ern atolls are not satisfied with two gar- 
ment factories set up on Gan over the past 
few months; southerners continue to 
grumble about neglect by Male, 

These factors, coupled with the end of 
the country's isolation, seem adequate 
guarantees for the emergence of an oppos- 
ition whether in the form of parties. or 
clandestine groups. The course Maldives' 
politics may take is uncertain, but 
what looks certain is Maldives will never 
again be the backwater it once was. 

— SALAMAT ALI 
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Gayoom: in search of progress. 

but is claiming about US$5 million of it 
from the Male government. 

` The IAAL seems to have a strong case 


D ` because it has pointed out to Maldives that 


| the delay in completion of the job was 
- caused by a Maldivian failure to do an ag- 


А 
f 


` dered the 
` tion made 


reed part of the work. Eventually, the 


— Maldivian part of the work also had to be 
- completed by the IAAI at its own expense 
— with the approval of Maldives’ own pro- 


_ ject consultants. 


Ts airport story however has been over- 


shadowed now by a proposal to build 


ап oil refinery on Gan. Gayoom told the 


REVIEW in an interview that he consi- 


og ser feasible and a sugges- 
y Scimitar Refinery was under 


. consideration by his government. Sci- 
. mitar, a firm registered in Panama, runs a 
— refinery in Abu Dhabi and has a largely 


- Canadian and British staff. Scimitar offi- 


cials have made half a dozen trips to Male 
and Gan and have submitted a proposal, 
5ut details have not yet been released. 
Gayoom insisted that the refinery plan 
was a purely commercial venture with no 
military implications. Emphasising Mal- 
dives was strongly for the United-Nations* 
nsored proposal of making the Indian 
Ocean a zone of peace, he said Gan was 
not and would not be open to naval vessels 
of any country for refuelling or even ser- 


vicing. Being non-aligned, Maldives 


would not lease Gan to anyone for any 
military purpose. 

Gayoom evaded a direct reply to a ques- 

tion on whether the Soviet Union was seri- 

. ous in bidding US$1 million a year to lease 

Gan. Moscow could have made a far 


` Higher offer, embarassing him locally and 


making it harder for Maldives to refuse. 
He said the Soviet offer had been exagger- 
ated by the international press. The only 
bid made and never repeated was in 1977 
when as a cabinet minister he had opposed 
it successfully on the argument that its ac- 
ceptance would alienate Maldives both 
from the Muslim world and other non- 
aligned countries. The argument remains 
valid. 

He added: “All we want is to convert 
Gan into an industrial complex. Our non- 
aligned and peaceful policies are fully 
understood by the big powers and also our 
neighbours in this region." [г] 
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As Canberra steps up its defence coo 


Asean 
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ration programme, it will 


soon have military advisers in each of the five Asean states 


By Michael Richardson 

Kuala Lumpur: Australia is playing a 
steadily expanding role in training military 
personnel from the defence forces of its 
Asean neighbours. The Australian Gov- 
ernment's regional defence cooperation 
ispum — which cost about A$18 mil- 
ion (US$17.6 million) in non-refundable 
grants in 1981-82 — was given a higher 
profile by the government of Prime Minis- 
ter Malcolm Fraser after the invasion of 
Cambodia in December 1978 by Vietnam- 
ese forces allied to the Soviet Union. 

The programme includes stationing 
Australian military advisers in Southeast 
Asia, as well as providing training and 
study visits in Australia and military 
equipment including aircraft and patrol 
boats. Advisers are already serving in the 
Philippines, Indonesia and Singapore, 
and will soon be posted to Malaysia and 
Thailand. Australian Defence Depart- 
ment and diplomatic sources stress that 
the advisers provide technical expertise 
and are under instructions not to take part 
in combat against local anti-government 
insurgents. They also say that host govern- 
ments — committed to the doctrine of 
self-help in combat — would not want 
foreign participation. 

Australia's part in training and advising 
Asean armed forces was underscored last 
month by Defence Minister Ian Sinclair at 
the end of a 15-day tour of Singapore, the 
Philippines, Thailand and Malaysia 
(Review, Aug. 20). He announced that 
Canberra would give A$5.4 million over 
the next six years to help develop a new 
combat training centre for the Malaysian 
army. Australian assistance would include 
posting a team of up to 14 specialist mili- 
tary advisers to the 14,000-ha. centre at 
Gemas in the southern part of Peninsular 
Malaysia. 

Malaysian Deputy Defence Minister 
Abang Abu Bakar said the integrated 
combat training centre would be one of 


tes! Cie 


Sinclair in Thailand: military aid will double. — 


the largest, most modern and best equip- 
ped in Southeast Asia, It would contain 
artillery and anti-tank weapons ranges — 
which the Malaysian army lacks at present 
— and small-arms ranges. Work on the 
site would start early next year and be 
completed in stages. 

Sinclair described Australia’s defence 
cooperation programme with Malaysia, 
valued at A$4 million in 1981-82, as being 
of growing and continuing importance. 
He said since 1963 some 4,500 members of 
the Malaysian armed forces had been 
trained in Australia and it was expected 
that about 500 would attend courses there 
in 1982-83. The courses included flying 
training, air traffic control, ground de- 
fence, technical apprenticeships, staff col- 
lege and officer cadet courses, engineer- 
ing and armoured-corps training. 


n Manila, Sinclair said the number of 

Philippine military personnel trained in 
Australia had risen from 20 five years ago 
to about 100 this year and would continue 
to increase. “We train as many Philippine 
servicemen in Australia as the United 
States does in the US, so in that sense our 
programme. is quite extensive.” Asked 
whether Philippine troops — who at pre- 
sent clash frequently but on a small scale 
with Muslim rebels in the southern Philip- 
pines and communist guerillas there and 
in some other outlying parts of the Philip- 
pine archipelago — were given counter- 
insurgency warfare training in Australia, 
he replied: “There are quite a number of 
occasions where there have been common 
exercises between detachments of the Au- 
stralian forces with detachments of the 
Philippine forces. They have included the 
special air services and, I think, detach- 
ments of the Philippine marines." 

To blunt expected criticism from a small 
but vocal minority of opponents in Aus- 
tralia who claim that Canberra's military 
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1 MILLION each through government-approved agents only (Lotte- | just for you to know 
hel ў x ADU m piene. The drawings pre pubi ie i i р 
| 6 n | dures and every move is regulated by law. This 1. 
e 2 a prone 91: uu way itis а clean operation throughout. А 
1 5 id | еас з 
u ж " ; is _f your friends about s or, better. л, 
German "Klassenlotterien were GREGOR > FR A N KE m ; ihe clipping below a gift coupon for. 
established some 350 years ago. CARLO SESS FRAN NATUR bel 
Рот more than 35 years, the "Süddeutsche" is making ў , ; 
© lucky winners out of people like you. ^UE > on 
there are more winners every year This is not the STATE ACCREDITED LOTTERY OFFICE [Bon t wait ti k о 
type of lottery to raise money for public projects i c Б 
or chari. The major share of the profits is returned RusterstraBe 24, Postfach 1107 53 i order order your L ket Ni N 
to the winners. The "Deutsche Mark" is one of the D-6000 Frankfurt/Main (W-Germany) The total number of tickets: per cycle 
most stable currencies in the world. Telex 04 189 125 daw | and many ticket numbers have already bee 
Please complete the coupon in print or typing. cut It out along the dotted line and mail it to: W GREGOR: Postfach 1107 53, 026000 Frankfurt/M. making if «AIR MAIL» 
96000000000000000000000000000000000000000000000000000^—. 
v Payments received in currencies other than. US$ ОМ or £ will be credi 
Iwant to be with itand am ordering: озон in accordance to the exchange rate of the.day. The prices quoted а 
‘forthe next SUDDEUTSCHE KLASSENLOTTERIE ing the ticket for one complete cycle comprising all six iudei: and the. ad 
; (starting november 13, 1982 —- closing may 7, 1983) fee is a one-time expenditure, too. Pp 
ч i Make all checks and orders out tá: W. 





D tenclose my check / for DM USEE 5 TANTES 
Û [will make payment immediately after receipt et ticket (s) and your. invoice 


Send information in Cj German £j English Ci French DIETS 


m Lucky Letter at 


age. bank charges. and handling! : 
(add to the above) ERES суйу А 10,9 









| Josef Stalin from the 

mbassy in Hanoi аге discovered s 
ping vodka over a pile of documents 
r lunch.) : 






rschéme seems to 

g £ ssfully, Comrade 
ister, though. that [illegitimate] 
rince Sihanouk is becoming suspicious. 
Thach (reassuringly): We are “not 
ver-doing. it, Comrade. Our chosen 
ys are-stressing that they were con- 
pted into our army against the 
mer Rouge-Son Sann-Sihanouk mob. 
€ аге *defecting" mostly trained Cam- 
odians and only a handful of Vietnam- 
e. reckon we can trust all of them. 
Stalin. (consulting papers): The 
reign-devil press suggests that 300 
uerllas" have already crossed over 
ito: the Sihanouk mob; and is speculat- 
























he possibility that some are *dou- | 


ble-agents" — on our side. ^ 

Thach (shrugging): Of course, some 
are real traitors. But we have seeded at 
ast-one hundred trained and honest 
comrades among them. They know their 
“and they will do it. There is a 
anouk. assassination. group among 















ose inspection and family. check-up. 
"don't trust Cambodians. But some 
praise be! — are on our side and 
ainst Sihanouk. (Brooding and sip- 
2) What worries us is that so far the 
ihanouk mob has offered no counter 
ke-defectors to us — not discovered 








tothe Philippines and-other Asean 
rnments contributes to alleged 
risation and internal repression in 
hose countries, Sinclair emphasised. in 
iala Lumpur that there has been a 
nge in regional security priorities over 
past few years. 
said he was impressed at the deter- 
ination of the four countries he visited to 
their — individual defence 
ties in the face of "increasing un- 
ty and pressure" arising from Viet- 
military occupation of Cambodia 
growing Soviet military activities in 
utheast Asia including access to. base 
es in Indochina. There had been a 
lificant improvement in the capability 
alaysia and other Asean countries to 
ntain local insurgency. This meant they 
уеге now looking more te "possible 
hreats of external aggression." 
"Ла Manila, Sinclair said the Fraser gov- 
rnment had agreed to extend the work of 
ix-man Australian army advisory team 
at Mactan Air Base in Cebu in the Philip- 
ines. The team arrived in May 1981 to 
elp maintain 12 Australian-built Nomad 
craft bought by the Philippine. Air 



















| toast silently.) 



















em. We chose and trained them after | 


nyway. Naturally we w 

ut contacts — fixed 
would be useful. We know — like you 
how to extract or encourage informa-: 
tion from prisoners. After all, we won 
our Vietnamese war without having to 
depend on defectors from the south, 
though our agents were active. (Both 


Stalin: Do you. think you are really 
fooling the enemy by claiming that you 
are “withdrawing” Vietnamese troops 
from Cambodia? Did you trick any of 
the Asean leaders on your recent Rota- 
rian tour? ; 

Thach (laughing): 1 did better than I 
expected.. Except, of course, with Lee 
Kuan Yew. You:can fool some of the 
people some of the time . . . I hope I 
pushed them into more localised concen- 
tration — like on: ће Thai-Malaysian 
border — than on ‘apprehension about 
their future after Cambodia has become 
Vietnamesed. 

Stalin (surprised): What do you mean, 
Comrade Minister? You aren't going to 
push further south, are you? . . . Stand 
‘firm in- Laos and Cambodia, let us use 


- your ports and leave the future to us — 


саті; of course, to your and our advan-- 
tage. We will advise you what to do — 
and when. 
Thach (pouring another double): We 
trust each other, comrade. Cambodia 
will never be another Afghanistan. We 
will never be pro-Israel. We are solidly 
and solely Vietnam: 

Stalin: But does that mean that you 
are now seriously considering a possible 
push into Thailand if Cambodia be- 


Force some years earlier. The Nomad is a 
short-take-off-and-landing light utility air- 
craft. 

‘One Nomad crashed and by the time the 


Australian team started work only two of 


the remaining 11 were considered fully 
airworthy. Five more have been brought 
back to operational status and by the end 
of the year all should be airworthy. The 
aim of the A$1.3 million extended advi- 
sory project is to modify the Nomads, 
equip them with adequate spares and train 


Е Philippine servicemen in maintenance and 


repair skills. Australian officials said the 
Nomads were used for reconnaissance and 
transport. They were unarmed and would 
not be used in counter-insurgency fight- 


ing. 


Ll Bangkok, Sinclair announced a similar 
programme worth A$1.25 million over 
the next three years to support 20 Nomads 
now being delivered to the Royal Thai Air 


Force. The programme would cover train- ` 
ing of its personnel in Australia, supply of 


spare parts and sending a two-man team of 


specialist advisers to Thailand. Australiat 
; officials said the value of Australian mili- | 








: tour with a 

































territorially chállenge our Siberian pipe- ; 
line project, which — pr ‘tothe f 
anti-socialist Tsars.of the 
provoking trouble bet ' 
the United States, We can look after | 
ourselves. I hope you can — but don't go 
too far and don't rely tod much on infil- 
trators. 

Thach (raising his jack: At least we 
can trust each other, comrade. 

Stalin: (clicking): І agree, comrade. 
We are honest. There is no unity like 
socialist unity. 


Europe and | 




















(A tucket ‘sounds, Stalin: departs, sec- 
гену. checking the tape-recorder in his 
armpit, Thach drags his own tapes from. 
under the luncheon table. Cartan. a 










tary aid to Thali данду equipment, . 
training. and study visits to Australia — ' 
was expected to nearly double in 1982-83 
to about. A$2 million to help the country > 
strengthen its defences in the face of Viet 
nam's continued military -presence in 
Cambodia. Sinclair said that more than 
100 Thai servicemen would train in Aus- 
tralia in 1982-83 in activities ranging from 
armaments, artillery and signals to under- 
water medicine. 

Australia. provided Singapore with , 
about A$1.2 million worth of military as- 
sistance in 1981-82, about the same as the > 
year before. Tt was spent mainly on advis- 
ers, training and study visits; The Singa- 
pore army and airforce have also been 
given regular access by the Fraser govern- 
ment to training facilities in Australia. 

The one country which Sinclair did not 
visit on his Asean swing was Indonesia, by 
far Australia's largest military aid client in 
the grouping, with aid worth about A$10 
million in 1981-82 covering a Nomad sup- 
ply project, mapping, 'advisérs and train- 
ing. Sinclair expected to complete his 

Ini 4 1 











































с a IT "рн n 
NEW MEDICINE FOREARTH. 








NATURAL PHARMACEUTICALS systems for Shuttle. Readying payloads for civil 
OF NEW PURITY AND QUANTITY and таа Чин missions. Developing laser 
ARE PROMISED BY i 2 d communication satellites. 


Coordinating European 
Spacelab preparations for 
Shuttle flights. Training 
Shuttle crews. Helping 
NASA with engineering, 
avionics, computer soft- 
ware systems and mission 
planning. And planning 
future space stations. 

The men and women of 
McDonnell Douglas and 
the facilities that support 
them are a national re- 
source, bringing twenty- 


TM ЖА. five years of leadership, 


experience and confidence to space programs 


WONDER HORSE OF THE SPACE and the benefits of space to all mankind. f 


AGE. AND STILL IN HARNESS. 
The world is still using our Delta, after 22 years of MCDONNELL p a 


service and more than 150 successful space DOUGLAS gor 


launches. Delta has launched more satellites than 
any other Free World system. Delta's top stage, 
called PAM, works equally well from the hold of the 
Shuttle, lifting satellites into higher orbits from the 
cargo bay. ‚ 
McDonnell Douglas work to fulfill 
the promise of space is all done on 
earth. Mating PAM to satellites. Building 


MCDONNELL DOUGLAS EOS. 


Quantity production of disease-fighting biological 
materials was demonstrated with the Shuttle flight 
of Eos, our electrophoresis system. Space proces- 
sing of cells, enzymes, hormones and proteins can 
satisfy worldwide pharmaceutical needs. Earth- 
based systems produce only small quantities of 
limited purity. 

Eos electrically separates biological materials 
up to 500 times faster than is possible on earth 
A five-fold increase in purity is expected. 

Much work remains. More flights to refine the 
technology and increase capacity. Clinical testing 
and approval. Eventually, construction of an orbit- 
ing production plant like the one shown here. 




















Last year, over two million tonnes 
of Australian raw sugar, 

exported by CSR, sweetened 

the lives of millions. 


CSR Limited, in its role as export marketing . 
agent on behalf of the Queensland Government, exports 
Australian raw sugar to countries around the world. 

As well as arranging export sales, bulk loading 
and shipping, CSR operates seven of Australia’s 33 raw 
sugar mills and five capital city refineries. It is the 
nation’s largest sugar miller and refiner with a practical 
role in helping maintain Australia’s reputation as a 
reliable sugar supplier. 

CSR's other activities include coal, oil, gas, 
minerals, aluminium, chemicals and building materials. 

CSR, managed and substantially owned by 
Australians, began in sugar in 1855 and has developed into 
one of Australia’s large, diversified and growing companies. 


CSR Limited 
1 O'Connell Street 
Sydney 2000 Australia 








This vivid painting which has its origins in the 
enchanting island of Bali is a typical scene from Indonesia's 
rich and dramatic folklore. It shows the simple generosity 
which is so much a part of the Indonesian tradition. In 
Indonesia such warmth comes easily. It comes straight 
from the heart — which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference between mere 
service and service that comes * 
straight from the heart. 

It's what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 

Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM £ Golden Tulip Worldwide Hotel. 






For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03:214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are enun ou Ба Le ies (d Seoul Tokyu, 


Kyongju Tokyu, Indra Regent, Royal Sonargao 
Operated by Tok окуи Hotels International, 1 


McCANN H5P/0087/82 ` 








WE ASKED THE 
QUESTIONS 5O 
THAT YOU 
COULD HAVE 
THE ANSWERS 
ABOUT 
ASINS TOP 
MANAGEMENT 


According to the latest available data from World 
Bank Atlas, The ASEAN countries (Indonesia, 
Malaysia, Philippines, Singapore and Thailand) and 
Hong Kong have an estimated 240 million people 
The area's gross national product (GNP) approaches 
(US) $100 billion and is growing at a rate of nearly 
5% per year. Whereas total GNP is greater than 22 
of the 29 countries in Europe, every country in 
Africa, all other Asian countries expect Japan and 
The People's Republic of China, and every country 
in North or South America with the exception of the 
U.S., Canada and Brazil; it is the area's growth rate 
that is most revealing 


During the latest measurable period (1970-1975) 

ASEAN & Hong Kong posted an annual per capita 

growth rate that exceeded Japan, The USSR, West 

Germany, The United Kingdom, France, Italy and 

United States — the greatest economic powers in 

the world. This is clearly an area on the move 

Although ASEAN & Hong Kong are still "developing" 

in many areas, they are rapidly taking their place 

along side the economic super powers 

* Whois managing business activity in ASEAN & 
Hong Kong? 

* Where does he work? How large is his company? 

* What are his responsibilibes? What decisions does 
he make? 

* How does he foresee business for his company? 

* Whatare his personal statistics? 

* Which English4anguage publications does he 
read? What does he think of them? 


These, and other, questions are answered by this 
survey which was sponsored by The Far Eastern 
Economic Review and conducted by the indepen- 
dent research firms of Erdos & Morgan, Inc., and 
Business International, Corp 














For your copy of the Asian Executive Study 
write on your company letterhead to 


MR C. H. STOLBACH 
Publisher 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 














JINN- SA -N-"- UST 
WHEREVER THEY GO. 


There are some parts of 
Asia, where, without local 
knowledge you could literally 
drive yourself around in circles. 

At Hertz, we make sure 
you re never in this losing 
situation. After all, once we’ ve 
gone out of our way to win you, 
we don’t intend to lose you. 

Throughout Asia, you 
not only have the choice of 
selected cars, in most places 
you have the choice of a driver, 
too. Whilst he may not always wear a peaked cap and gloves, he'll always get you where you 
want to goin the most efficient way possible. His local knowledge will keep you on the 
winning road. And with a valid Hertz Credit Card or a Hertz No. 1 Club Card no one can get 
you into a luxury airconditione: 
car, (complete with driver), 
faster than we can. A Hertz 
Credit Card gives you instant 
rent-a-car credit at any of 
our world-wide locations. 

Hertz No. 1 Club facilities 
are available in Australia, 
Canada, Europe, Japan, 

New Zealand, U.S.A. There’s 
: no faster way to rent a car. 

So if you want to get aroun 
without getting lost, do what 
winners do. Take a Hertz driver 

Apply now and go places fast. Membership for both the Hertz Credit Card and Hertz 
No. 1 Club Card is free. For an application, contact your nearest Hertz office, or write to: 
Ken Patteson, Vice President and General Manager, Hertz Asia Pacific Pte. Ltd., Regional 
Office, Maxwell Rd. PO. Box Е 
286, Singapore. 9005. | 
American Samoa. Australia. Fiji. Guam. Hawaii 
Hong Kong. India. Indonesia. Japan. Malaysia 
Nepal. New Caledonia 


New Zealand. Norfolk Island 
Papua New Guinea 


Philippines. Saipan. Singapore 
Sri Lanka. Tahiti. Thailand Hertz 


Vanuatu 















WINNERS LOVE HERTZ. 


Hertz rents Fords and other fine cars 


Scali/HZ10% 


he Bankers Trust ( ompany philosophy: 


xcellence is achieved only through 
onsistency and innovation. 


ind daring. 


"1 е 


That dramatic moment when 36 
pairsof hands join together in the midst 
of an azure sky is not merely a lark. 
Itisachieved through constant practice, 
hard work and ingenious techniques. 
And people inspired by a common pur- 
pose to work as one. 

It is this common purpose and 
teamwork which provides the ability to 
perform consistently under pressure. 

To work with confidence through proven 
experience. Daring. It is part of a real- 
life philosophy, which, when practiced 
properly, yields handsome rewards. 





how they work for you. 


Bankers Trust was asked to finance a 
first in world industry—a unique 
floating polyethylene plant. The plant, 
developed and sold by Union Carbide, 
was built in Japan, then floated 14,000 
miles to South America, where it 
became one of the largest producers of 
polyethylene on that continent. 

The necessary Eurodollar financing 
required the expertise of Bankers Trust’s 
World Corporate bankers. Our Loan 
Syndication specialists. Our Corporate 
Financial Services professionals. 


And our Latin America and Foreign 
Exchange units. 

People from three continents were 
brought together to work as one, 
carefully guided by one of Bankers Trust’s 
experienced relationship managers. 
Someone who had the daring and exper- 
tise to realize the potential of people 
working with a common purpose. People 
inspired by the pursuit of excellence. 

It is this kind of performance 
into which our philosophy translates. Per- 
formance which makes Bankers Trust 


stand out in our industry. And the ki 
of performance which helps make ou 
clients first in theirs. 


Bankers Trust 
Company 
Worldwide 


An international banking network ii 
35 countries. 


280 Park Avenue, New York, N. Y. 1001 


Member FDIC © Bankers Trust Company. 








CANON INC, TOKYO, JAPAN For further information, please contact: 

Hong Kong Jardine Marketing Services Ltd, Р.О, Box 30748 Tei. 5-7909011 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213386 Singapore Canon Marketing Services Pte. Lid, Tel. 273-5311 
Malaysia Guthrie Sendirian Bhd: (Guthrie Trading) Selangor Tel. 573344 indonesia РТ. United Champion P.O. Box 2198/Jkt. Jakarta Tel. 412508, РТ. SAMAFITRO Jakarta, Tel 356821 Thalland 
FMA Corporation Ltd, Bangkok Tel. 233-4245 Philippines Datagraphics Inc. Р.О. Box 1524 Metro Manila Tel. 85-50-11 Sri Lanka Metropolitan Agencies Lid. Colombo Tel. 598706 India 
Chowguie Industries Private Limited, Bombay Tel. 231182 Pakistan Paramount Business Machines Lid., Karachi Tel. 513830 Nepal Commercial Enterprise (P3 Lid. Р.О. Box 148 Kathmandu 


Canon 


sanon copiers are known all over the world for putting in a hard day's work. 
We'd like to tell you some of the reasons for their extraordinary reliability. 


: and delivers a cornpletely even and 
Р Canon's NP process. consistent application for clearer copies of 
The original. Our own patented tech- hard-to-reproduce originals. 


ology which brings plain paper copying one 

tep closer to perfection. At the heart is an ы 
luminum drum, coated with a highly photo- Ер Smart paper handling. 
ensitive seamless layer of CdS. This in turn All our NP copiers take special care of 
‘coated with a polyester sealant for great paper, from the short paper path of our 


urability. The NP process delivers high compact NP120 to the straight-through 

opy quality and consistent copy-to-copy design of our NP400. Instead of the roller 

niformity. Rendering of blue colors and coaster path of some other copiers, we 

hotographs is exceptional. make sure that paper spends less time 

and travels less distance inside the 

2 از‎ Projection machine. This means you can expect more 

Development. hours of trouble-free copying and fewer 
Another Canon patented technology. disappointments. 


ıstead of brushing the toner onto the drum 

Ye way other copiers do, we use static 

lectricity to project the toner. This 

on-contact method is less 

ubject to wear s ص‎ > 





| | 


Ly Sophisticated 
Micro-computer control. 

We replace a lot of moving parts with 
advanced integrated circuits. They not only 
increase operating efficiency by making it 
easier to give our copiers instructions, they 
also make our copiers more reliable. Special 
diagnostic circuits activate symbols on the 
control panel if there should ever be a problem. 


Half the toner components. 

Most plain paper copiers use two toner 

components. And they have to be mixed 

and regulated inside the machine. Twice the 

possibility that something may not be just 

right. But we developed a unique single 

component dry toner. It needs no special 

regulating, so the mechanism can be 
simpler and maintenance 

is greatly reduced. 


ИШИП 


'el 21072 Guam Town House P.O. Box 7 Agana Те! 477-9721 Australia Canon Copier Australia Pty., Ltd. Melbourne Tel. 201331 New Zealand DRG Business Equipment P.O. Box 5409 
Auckland Tel. 790-800 Tahiti Morgan-Vernex, B.P. 449 Papeete Те! 2-03-09 Papua New Guinea Burns Philp (New Guinea) Ltd., Р.О. Box 75 Port Moresby Tel. 2202 Fiji Islands Pacific Mercantile 
Do.. Lid., P.O. Box 240 Suva Tel. 312-722 New Caledonia Menard Freres, Noumea Tel. 275222 Solomon Islands Harvest Pacific Ltd. РО. Box 517 Tel. 131 





What started out as a 
sumptuous private club 
in the colonial era, is 
today the unique luxury 
hotel of Singapore: 
Goodwood Park. The 
paradoxes abound. 

Set right in the centre 
of the city, it luxuriates 
-in its own grounds 
with a majestic gateway 
and sweeping drive. Careful 
renovation has retained the timeless 
elegance, yet Goodwood Park has all the 
facilities one would expect from the latest 
luxury hotel. As befits its character, the 
accommodation covers many different styles — 
the ultimate, of course, is the famous Brunei 
Suite, housed in the 19th century tower. Whilst 

one concrete block after another attempts luxury 
with extravagant trimmings, the grand elegance 
of Good wood Park stands unique. 


22, Scotts Road. Singapore 0922. Telex: GOODTEL RS 24377. Cable: GOODWOOD 
Reservations: Utell International, Cardinal Hotel Booking Service, Hong Kong, and Steigenberger Reservation Service . 


Member of The Goodwood Group 
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4 trading 


with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 





f ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


(12 issues) for the CHINA TRADE 
REPORT. 


| enclose $ 


City 





Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 
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1 Sent airmail anywhere in the world. 
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Texasgulf grows to keep up 
with growing needs. 


ERATIS 
Г X - - X. 





Recently, Brown & Root was called to 
help Texasgulf Chemicals Company expand 
its fertilizer producing facilities near 
Aurora, North Carolina. Brownbuilders 
constructed the original plant in the mid- 
1960's as well as providing the engineering 
for the concentrator and calciner sections. 
They were also involved in the two pre- 
vious expansions of this fertilizer complex. 

Texasgulf's most recent expansion was 
highlighted by the construction of the 
world's largest single train sulphuric acid 
plant. The new facility, capable of produc- 
ing 3,100 tons of sulphuric acid per day, is 
part of the expansion that raises Texasgulf's 
phosphorous pentoxide (P205) produc- 
tion capabilities to over one million tons 
per year. 

Brown & Root also erected a new super- 
phosphoric acid plant, as well as a diam- 


monium phosphate plant and many other 
projects termed off-site work. 

The new Texasgulf expansion, adminis- 
tered by Texasgulf's construction manage- 
ment team, called for the coordination of 61 
subcontractors with 130 different contracts. 
Some 20,000 cubic yards of concrete were 
poured and 517 miles of various wires and 
cable installed. Brown & Root's Minerals 
Industries and Heavy Construction Group 
workforce peaked at 900 employees. 

And once again, Brown & Root finished 
on time and on budget. 


асове aR 


Brown Root.Inc. 
And Associated Companies 


< 
A Halliburton Company 


From the dawn of the world: 
-it’s just like coming home 


PIA FLIES TO 57 DESTINATIONS ON 4 CONTINENTS: ASU DHABI, AMMAN. AMSTERDAM, ATHENS, BAGHDAD, BANGKOK. BAHRAIN, BEIJING, BOMBAY. CAIRO CHITRAL. COLOMBO. COPENHAGEN, DAMASCUS, DHAHRAN, DELH! 
DACCA, DUBAI, DOHA, DAR-ES-SALAAM, D.I. KHAN, FAISALABAD, FRANKFURT. GILGIT. GWADAR, HYDERABAD, ISTANBUL, JEDDAH, JIWANI, KARACHI, KUWAIT, KUALA LUMPUR, LAHORE LONDON MANILA, MOENJODARO 
MULTAN, MUSCAT. NAIROBI, NAWABSHAH, NEW YORK. PANJGUR, PARIS, PASNI. PESHAWAR, QUETTA, RAWALPINDI. ROME. SAIDU SHARIF SHARJAH, SINGAPORE. SKARDU, SUI. SUKKUR. TOKYO. TRIPOLI, TURBAT 
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of ^ n at war. 


HISTORY 


Campaign for understanding 


From Bataan to Tokyo: Diary of a Fili- 
pino Student in Wartime Japan 1943- 
44 by Leocadio de Asis (edited with an 
Introduction by Grant K. Goodman). 
Center for East Asian Studies, 
University of Kansas. US$8. 


IN its own way this is an important book 
and deserves a much wider readership 
than it seems likely to get. Leocadio de 
Asis, a Filipino, was: born in 1919, 
‘graduated in law from the University of 
Santo Tomas, served in the United States 
forces against the Japanese and was cap- 
tured after the fall of Bataan. 

He was selected by the Japanese as a 
trainee in the newly founded Philippine 
Constabulary Academy and along with 
nine other young constabulary officers 
was chosen to go to Japan for further 
training and study. It was intended that 
the 10 Filipinos should become fully con- 
versant with Japanese language and cul- 
ture so that on their return to the Philip- 
pines they could act as a kind of buffer be- 
tween the Japanese occupying forces and 
the local population. 

The officers spent some 18 months in 
Japan, from July 1943 to October 1944, 
before returning home where, after a 
short spell of service in the government, 
de Asis crossed the lines to rejoin the 
American Filipino forces. De Asis is cur- 
rently a lawyer and businessman in Manila 
and active іп a number of bodies relating 
to Japan, including the Asean Council of 
Japan Alumni. 

During his stay in Japan, de Asis, an in- 
* telligent, perceptive, patriotic and highly 
ambitious young man, kept a diary record- 
ing in some detail his impressions and ex- 
periences. Despite the fact that the 
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Filipinos, themselves members of the 
Filipino elite, mixed largely with the elite 
of Japanese society and were given red- 
carpet treatment, the diary provides a 
first-hand and unique account of life in 
wartime Japan, especially Tokyo, before 
the US B29 bombers took their toll. 

Many aspects of Japan and of Japanese 
behaviour will strike a modern reader with 
knowledge of the country as familiar, such 
as the hospitality, discipline, passion for 
taking photographs and the buying of 
books in Kanda. However, the contempo- 
rary relevance of the diary lies in the pic- 
ture it presents of Asians trying to get to 
know other Asians, albeit in very unusual 
circumstances. 

The Filipinos were not the only South- 
east Asians brought to Japan for study. 


t | a J Aj E “7 ^ 
Japanese troops: unflattering image. 





There were also Burmese, Malays, An- 
namese and Sumatrans, and there were 
plenty of opportunities for them all to 
mingle together and with their hosts. The 
diary not only shows de Asis growing 
more and more aware of his Filipino iden- 
tity, and feeling very proud of it too, but 
also, though it is not so clearly articulated, 
his increasing consciousness of being 
Asian. 

No doubt this was one of the aims the 
Japanese had in mind in bringing these 
people to Japan but in the Japanese view, 
of course, Asian solidarity was to be fos- 
tered under the watchful eye of big 
brother Japan. It is probable that at a cer- 
tain level the Japanese believed their own 
propaganda about Asian solidarity, butde 
Asis’ diary shows that in fact they were 
pretty ill-equipped to translate such pro- 
paganda into much that was positive, and 
that ultimately Japanese aspirations and 
those of the newly “liberated” countries 
were incompatible. 

This is nicely illustrated in the diary by 
the fiasco of an opera called Madame 
Rosaria intended, sincerely one imagines, 
as a contribution towards advancing 
Filipino-Japanese relations and set in the 
Philippines. It was one thing for the 
Filipinos to be able to chuckle over the 
misspelling of the title (it should have 
been Madame Rosalia) but quite another 
to be insulted by the entrance of the 
Filipino protagonist wearing a sarong and 
“looking more like a Burmese or Indone- 
sian or anything else but a Filipino.” You 
can hardly unite people of other cultures 
behind you if you only have a hazy know- 
ledge of their culture to begin with, 

The diary, and more particularly the de- 
briefing de Asis gave American intelli- 
gence after crossing the lines in 1945 
(printed as an appendix), also dem- 
onstrates that regardless of Japanese mo- 
tives in bringing the Filipinos and other 
Southeast Asians to Japan and their ex- 
pectations that their guests would return 
home and trumpet the virtues of Japanese 
society, the more observant and critical 
were going to make up their own minds 
about their hosts and host country. De 
Asis, and one has a hunch that he was not 
alone in this respect, was quite willing to 
be charmed by the public Japanese face 
presented to him but he was just as able, 
and eager, to see beyond that and to 
realise that some things were done better 
at home. 

On the whole, the diary is well edited. 
Footnotes are kept to a minimum — 
perhaps they are too minimal — so that 
the spontaneous quality of de Asis’ writing 
is preserved and carries the reader along 
easily. The Filipino love of laughter, song 
and food shines through revealing, as the 
editor says, a Filipino “inner strength and 
national pride [that] have too often been 
undervalued in both the United States and 
Japan” — and, one might add, in other 
countries as well. 

One can only hope that de Asis finds 
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982 Yearbook, celebrating its 23rd anniver- 
ger and more comprehensive than ever be- 
Matching the rapid pace of Asian development, we 
gone into greater detail, with deeper insight, to pro- 
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Japanese, the curriculum. followed while 
in Japan, and his service with the Laurel 
government) and also to explain the strik- 
ing ‘discrepancy between the easy-going 
atmosphere and reasonably favourable 
impression of Japan presented in the diary 
and the far bleaker and less flattering pic- 
ture that emerges ‘from the debriefing. 





East Asia Co-Prosperity Sphere? 


De Asis’ diary provides us with a lot to 
think about and is a reminder that it is not | 
just “the West” and Japan that have along 
way to travel on the road towards better 
mutual understanding but also Japan and 
~~ DEREK MASSARELLA 


the rest of Asia. 
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Set pleces of wartime 


Tenko by Anthony. Masters. British 
Broadcasting ^ Corporation. £7.50 
(US$12.85). 


In 1942 the Japanese Imperial Army 
drove all before it as it made its way 
through the Malayan Peninsula, not to 
mention the Far East in general. Within 
weeks of coming into contact with the Ja- 
panese the British Army was soundly de- 
емей. With the defeat of the British 
‘forces the idyllic days of colonial living 
were brought abruptly to an end. And it 
was an end which turned the rulers into 
the ruled in a way that they could never 
have dreamt of. 


Tenko (originally a BBC TV series and 


now-a novel) is.the story of a group of 
British and Dutch women caught up in the 
turmoil of those years. As they attempt to 
‘escape from Singapore on the last boat 
out, their vessel is sunk by a Japanese sub- 
marine's torpedoes. Those who survive 
are destined to spend the remainder of the 
war years in a jungle prison-camp with lit- 
tle hope of rescue or escape. 

Masters does not romanticise the ex- 
perience of prison-camp life but he does 
not give it the dramatic and forceful treat- 
ment that it deserves, so that in the end the 
Story becomes just a series of set pieces. 
This makesit only too clear that the novel 
wasonce a TV script. There are occasions, 
though; when the story of the terror that 
such prisoners suffered comes through 
with fine effect. Blanche, a spirited and 
outspoken Cockney, and Debbie, a young 
girl who has lost her mother in the 
camp, are hideously tortured by the Ja- 
panese for making an attempt to escape. 
This is perhaps the most effective scene in 
. the novel for it does bring to life the sheer 
brutality that many innocent victims suf- 
fered at the hands of their captors. 

The characters who go to make up the 
story of Tenko are a strange mixture of 
well-drawn individuals to weak portraits 
of people who flash by in a moment, in- 
evitably unmemorable. Marion Jefferson, 
the wife of an English colonel, has the 
leadership of the English group thrust 
upon her, reacting at times as a strong 
leader and at times as the petulant school- 
girl опе can easily imagine her to have 
been. There is Nellie, a young nurse, and 
her close friend Sally, who are caught up 
in a potentially lesbian relationship. How-. 





en. the. relationship, much to Nellie's |, 


disappointment, turns out to be tragic and 


- one-sided. 


There is Dorothy who is a young woman 
in trauma having seen her husband killed 
and her daughter die in the camp. She 
changes so completely that she sees no- 
thing wrong with having illicit relation- 
ships with the guards to get what she wants 
in the way of little luxuries. Sister Ulrica, a 
nun, assumes the role of leader for the 
Dutch and she does so with a panache that 
the English just do not seem to have. Im- 
plicit in the description of her strength as a 
leader is that she is also a Christian, which 
one feels to be quite irrelevant most of the 
time. 

On the whole the Japanese are pictured 
as brutally sadistic. The character of Lieut 
Sato is left in no doubt at all. The prison- 
camp commandant, Yamauchi, however, 
is another matter. He swings between а 





Revenge and - 
resistance - 


Ma-Rai-Ee by Chin Kee Onn. Eastern. 


Universities Press. US$4.50. 


MA-RAI-EE, as the author points out, 
was the name given to Malaya by the Ja- 
panese Imperial Army during its 44- 
month occupation of that country, one ap- 
parently doomed to subjugation Бу 
another foreign power in World War H by 
the blessings of its rich deposits of tin and 
its vast tracts of land under rubber, both 
strategic materials. 

A novel of a country in torment, it is 
naturally centred on the people — the by- 
standers who paid the price when new cir- 
cumstances invariably conspired against 
them and the opportunists who thrived in 
the changed environment through. their 
inherent ability to exploit any situation. 
The bystanders, normally inactive people 
in society, after suffering losses in one 
form or another are provoked into activity 
through the need to react after receiving a 
blow, just.as any group of people, suffi- 
ciently seared by fate, will react: There is 
also the promise of romance in a setting of 
human. suffering as epitomised. by. the 


heroine, Susy. But it remains only a pro- | 


P ent 
ness because they fepresented à shocking 
revelation of the reality of the Greater 


` guerilla group. . 
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Almost without exceptio 
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times. Where the upper class 
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colonies, they do so again i 
camp. They are the rulers. 
while the lesser: mortals like. 
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the comics that Marion seeme 
tent on giving to her son in Englan 
There are moments of drama ar 
ness and pain. There are also m 
small but heroic acts and acts of shee 
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But despite. all. the potential of. 
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human drama that Masters. 
with, he fails to make the nov 
work, to come alive as a whole r 
as bits and pieces stuck toge 
characters are too often little m 
cardboard cutouts of. the peor 
they are supposed to represen 
the situations they live through 
for-in the end we are no closer. 
standing the nature of the beasts, 
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pain.that is often the general huma 
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mise since Si later dé th i 
“reader will be consoled some 
epitaph in tribute to her contribut 


The limited physical scope 0 he 

Malaysia's tin-mining centre of Ipo 
its surrounding area, does not 

detract from the thrust: that t 
characters were engaged in, gue 
fare against the. country's cone 
though it is true that these loca 
fighters were: ‘initially motivated or 
blind revenge. This.is transform 
author's injection, early in.th 
novel, of the colonial army's 
soldiers, one English, one A 
one Scottish; whose presence ^ 
the pursuit of a personal yen 
the noble cause of fighting 
country. 

From there onwards, th 
superbly unfurled without any s 
author, one of the pioneers of M: 
literature, has done the. country p 
providing a dramatic twist as he ends 
story on à searching note. 
The message of the novel for any. 
is poignant: though opportunis 
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By Paisal Sricharatchanya 


_ Bangkok: In an attempt to stay in line 
И movsments overseas and to stimulate 


 recession-hit economy, Thailand's 

“major commercial banks are reducing in- 

t rates on both lending and deposits. 

M 1ough interest charges on loans have 

dm relatively flexible, interest on bank 

i ipe never been reduced in 

g history, The voluntary deci- 

In the b. anks to effect an across-the- 

cut is thus seen as the first signifi- 

isset st st таго а partial floating-rate 

E within government-regulated in- 
sst ceilings). 

e _ In many respects, the decision reflects a 

›гу on the part of the Thai central 

ks , the, Bank of Thailand. Prior 

» the move, the 16 Thai banks which form 

Thai Bankers Association had asked 

` the monetary, authorities officially to re- 

i the current interest ceilings (19% on 

- lending, 13%, and 14% on one- and two- 

time deposits respectively) in order 

x to effect the interest cuts. They were wor- 

- ried that interest cuts on deposits might 

- provoke a backlash from the country's 

` more than 10 million depositors, most 

of whom are rural people who under- 
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Bangkok: Thailand's commercial banks 
— whose combined Baht 398.5 billion 
_ (US$17.3 billion) assets are equal to 
. roughly half of Thailand's gross domestic 
Ж ct — have in recent weeks been suf- 
Е a serious image crisis. Recently, a 
__ key army officer ranking high in the mili- 
_ tary hierarchy described the banks as 
.. “sleeping tigers” which adhere to no prin- 
he ciple apart from making financial gains for 
8 themselves. 
— — Lieut-Gen. Harn Linanond, comman- 
_ der of the southern-based 4th Army, who 
` is tipped to become army chief-of-staff in 
- this month's annual military reshuffle, 
- said during widely publicised recent inter- 
views with the local press that banking 
~ regulations should be amended to give 

maximum benefit to the poor and to the 
. country as a whole. Harn made no secret 
` of the fact that he was speaking as a 
layman who understands little about 
banking laws but claimed his thinking is 
shared by most ordinary people. 

His statements have rekindled the tradi- 
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stand little about banking principles. 

However, central bank governor Nukul 
Prachuabmoh and Finance Minister Som- 
mai Hoontrakul were reportedly insistent 
that banks should take the initiative (since 
they are entitled to bring rates below the 
government-regulated ceilings) — a posi- 
tion seen in some quarters as reflecting an 
official policy of developing a more flexi- 
ble interest-rate structure. Faced with re- 
duced demand for credit because of the 
prolonged economic slowdown, a switch 
in recent weeks by prime borrowers from 
domestic bank loans to cheaper overseas 
funds, plus an urgent need to lighten the 
burden associated with relatively high 
rates on time deposits, banks had little 
choice but to effect the cuts on their own. 

The decision was made by five banks, 
including the four largest in the country: 
Bangkok Bank, Krung Thai, Thai Farm- 
ers and Siam Commercial. Effective from 
September 10, they are lowering the maxi- 
mum lending rate by one percentage point 
to 18% (with the prime rate remaining at 
17%) while interest on one- and two-year 
time deposits is being cut by half a per- 
centage point and one percentage point to 


nk-bashing by the brass 


h ii banks come under fire from a top pene 
~ who claims to be speaking for the publ 


tional, unspoken resentment among some 
Thais against banks, the majority of which 
are under the control of a handful of weal- 
thy Thai-Chinese families. This is despite 
government attempts over the past few 
years to disperse bank shareholdings more 
widely. Interestingly, if not deliberately, 
Harn's criticisms camé on the eve of ef- 
forts by the central bank to pressure com- 
mercial banks to cut interest rates. 

How widespread this anti-bank senti- 
ment is within military circles is not easy to 
fathom. But senior army officers responsi- 
ble for civil works development (allied to 
communist suppression operations) may 
tend to distrust banks over their reluc- 
tance to extend credit to rural people. Al- 
though banks are required by law to set 
aside 13% of their deposits (or around 
Baht 37 billion at current levels) for farm 
credits, a considerable portion of this is 
deposited with the state-run Bank for Ag- 
riculture and Agricultural Cooperatives 
instead, as direct farm credit is often risky. 

Resentment among middle-ranking of- 
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12.5% and 13% respectively. Rates on 
shorter-term deposits and savings ac- 
counts remain unchanged. The five banks 
together had about 70% of the banking 
system’s assets last year. Their move is ex- 
pected to be followed by the rest of the 
banking community. 

The reduction will inevitably cut into 
banks’ profitability at least in the year 
ahead, since they must wait for current 
time deposits to expire before applying 
the lower rates, while the lending-rate cut 
goes into immediate effect. The decision 
to lower interest on one-year time depo- 
sits by only half a percentage point is prob- 
ably designed to minimise any repercus- 
sions on profitability since such deposits 
comprise the bulk of fixed deposits. 


је of the major banks apparently 
agreed to the decision reluctantly. Bé- 
fore the cut was decided, a senior executive 
at one of the largest banks told the REVIEW: 
“No bank would be prepared to ruin its 
reputation and risk losing deposits by ef- 
fecting the interest cut on its own. Even if 
all banks under the Thai Bankers Associa- 
tion collectively decide on the same move, 





Нат: echoes of resentment. 


ficers, however, is probably more clear- 
cut. Young Turk officers, who were in- 
strumental in the April 1981 abortive coup 
and have since been in disgrace, unveiled 
at the height of their coup bid a scheme to 
nationalise up to 30% of bank ownership. 
This was part of an overall economic 
package to introduce what they described 
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the agreement would still be unlikely to be 
carried out because of possible foul play." 
Banks were then hoping that the central 
bank would officially lower interest ceil- 
ings, which would have ensured public ac- 
ceptance, especially in the countryside. 
Bankers were particularly concerned 
that any move on their own would further 
mar their already poor public image, 
which was underlined by severe criticism 
recently from the southern-based 4th 
Army commander Lieut-Gen. Harn 
Linanond, an influential officer close to 
Prime Minister Prem Tinsulanond. Harn 


as a progressive free economic system 
(REVIEW, Apr. 17, '81). 

Harn's statements have apparently wor- 
ried the banking community. Shortly af- 
terwards, Thai Bankers Association presi- 
dent Somboon Nandhabiwat came out 
with a lengthy clarification in defence of 
the banks' role in assisting farmers. Saying 
that the army officer might have been mis- 
led by ill-informed advisers, Somboon 
stated that the farm sector has been ac- 
corded high priority with about Baht 20 
billion in direct agricultural credits out- 
standing plus another Baht 30 billion cre- 
dits given to merchants and factories to 
purchase farm crops. Other bankers argue 
that farmers benefit directly from bank- 
operated warehouse facilities. 

A report in the August monthly bulletin 
of Siam Commercial Bank (Thailand's 
fourth largest), was clearly designed to 
brush up the banking community's image. 
It cited several other positive contribu- 
tions by the banks to the development of 
the country, notably the investment of 
about Baht 40 billion in government 
bonds, equity participation in major in- 
dustrial projects, which are accorded high 
priority by the government, and participa- 
tion in loan syndications for the govern- 
ment and state enterprises. 

— PAISAL SRICHARATCHANYA 
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publicly accused banks of unfairly exploit- 
ing poor farmers. 

But the decision to reduce interest has 
helped the banks’ image in some respects. 
The necessity to explain to rural de- 
positors notwithstanding, the loan-rate 
cut has been favourably received by 
businessmen and the monetary au- 
thorities. Borrowers of long-term funds, 
such as construction and textiles 
businessmen, who have been paying 19% 
interest, will get an interest reduction. An 
anticipated gradual downward slide in 
lending rates over the longer term is ex- 
pected to stimulate investment and the 
economy generally. 

Moreover, the loan-rate cut was inevit- 
able to ensure the banks' own survival in 
the months ahead. After three years of in- 
termiftent liquidity crunches, the Thai 
banking system now finds itself with ex- 
cess liquidity chiefly because of low credit 
demand and declining overseas interest 
rates (which facilitate substantial foreign- 
capital inflows), According to central 
bank statistics, total deposits stood at 
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Baht 284 billion (US$12.3 billion) in Jüne 
this year, or 21.5% more than in June last 
year, while lending grew only 13.5% over 
the same period to nearly Baht 280 
(against the traditional 18-20% a 
average growth). i 

The need to cut lending rates to try to 
maintain the earlier volume of business 
took on added urgency from late August 
in the wake of further declines in overseas 
rates. While short-term Eurodollar rates 
hovered around 10-11% — substantially 
below the domestic 17% prime rate — 
most major Bangkok-based firms — for- 
merly banks’ prime borrowers — switched 
to cheaper overseas funding. At the same 
time, finance companies, which used to 
rely on banks for part of their borrowing, 
took similar action, further reducing de- 
mand for bank credit. — * 

The current relatively’ low’ (2%) for- 
ward exchange-risk cover reflects growin, 
confidence within the local business ап 
finance community over the baht's stabil- 
ity, which has made the recent spate of 
foreign-capital inflows possible. It is thus 
evident that elements of uncertainty plus 
sporadic rumours of a baht ‘devaluation 
which lingered for a while after a central- 
bank-instituted swap arrangement to 
guarantee the baht-US dollar exchan| 
rate expired in March (REVIEW, June 
have now largely subsided. 

The central bank was also instrumental 
in exerting downward pressure on interest 
rates. In two successive moves since mid- 
August, it slashed discount rates on loans 
to commercial banks by one. perc 
point on first-tier loans (which amount to 
roughly 1%_of the banking system's 
sits) and two percentage points on 
tional loans. These rates now stand at 
13.5% and 15% respectively. In late Au- 
gust, it also launched a new batch of gov- 
ernment bonds which carry interest lower 
than previous issues to ensure that they - 
did not compete unduly for attractiveness 
with bank deposits even if deposit rates 
were lowered. a 
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Export curbs and other weapons spark controversy 


in the US fight for technological supremacy 


By Richard Nations 
€ We believe that the Japanese rate of in- 
dustrial progress should be as shocking to 


_ Americans as Sputnik. And like Sputnik, 
- we should be shocked into responding to 


the challenge.* 
— Congressional task force on United 


States-Japanese trade report, 1980, 


Washington: The “256K ram" is not yet a 
household term in the United 
States, much less a supercharged symbol 


— Of national decline capable of galvanising 


- the country to spectacular new exertions. 


But its time may soon come. US President 


Ronald Reagan is in search of a Sputnik 


to dramatise the dangers of technological 
eclipse. So it is not farfetched to envisage 
the 256K random-access memory chip — 
Japan's next miracle chip, packed with 
256,000 "information bits" — assuming 


| for Americans in the 1980s the same awe- 


powers of science. But under Reagan this 
has been transformed into an aggressive 
new technological xenophobia. 

Reagan's decision on June 18 to extend 
the sanctions against the Soviets' Yamal 
pipeline to products of American technol- 
ogy no matter where manufactured 
touched the match to the smouldering 
technological war across the Atlantic. The 
resulting conflict over economic 
sovereignty soon overwhelmed 
Washington's original design of punishing 
Soviet repression in Poland. At the same 
time the Justice Department seemed to 
open a Pacific front by vigorous pursuit of 
Japanese high-technology companies with 
anti-dumping investigations of semicon- 
ductors and prosecution of industrial es- 
pionage. 

To observers abroad it appeared that 
the Reagan administration had turned the 





| Soviet space craft simulator controls: battle for supremacy. 
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| some mystique as the Soviet Union's first 


satellite 30 years earlier. 
From the Pentagon to California's Sili- 
con Valley there is a growing conviction 


- that the struggle for national supremacy 
will be won on the battlefields of high 


technology. Beyond that the consensus 
breaks down. Reagan's defence team is 
formulating stringent new export controls 
to impose on American commerce in the 
name of stemming the diversion of West- 
ern technological secrets to the Soviet 
bloc. At the same time American business 
is agitating for an aggressive trade policy 
to help lever it into foreign markets to stay 
competitive with Japanese high-technol- 
ogy products. 

This is not the first time US commercial 
and security interests have worked at cross 
purposes. But the conflict has now been 
injected with a new element. Americans 
have an abiding faith in the regenerative 


cannon on its friends. The technology 
blockade, originally designed to encircle 
the Soviet. bloc, seemed to have 
broadened to protect the political and 
economic interests of Fortress America 
against Europe and Japan as well. This is a 
misunderstanding but a comprehensible 
one, springing from the contradictions of 
the Reagan presidency itself, which has 
yet to decide whether its primary mission 
is to purge the world of communism or 
make it profitable for American business. 
Reagan brought to the Pentagon a group 
of technology hawks determined to pre- 
setve the qualitative edge of US defence 
systems which the country has relied on to 
offset Soviet military superiority in num- 
bers and geography. 

Over the past decade, however, that 
critical edge has been dulled, Reagan 
analysts maintain. First, innovation in 
high technology which used to respond to 


Pentagon- 






-S F J i t 
junded defence research has 
now ed decisively into the commercial 
markets. The large-scale integrated circuit 
of the 1970s was employed in video games 
long before being incorporated in 
weapons systems. At the same time de- 
tente relaxed the barriers to East-West 
trade as a new “high-technology under- 
world” sprang up to glean secrets for 
Soviet espionage. 

Pentagon documents maintain that, asa 
result, a wide spectrum of mostly Ameri- 
can technology — from computers, micro- 
electronics and lasers, to machine tools, 
structural materials and radars — has 
been acquired by the Soviets and applied 
to weapons systems, saving years of re- 
search and billions in research and deve- 
lopment. 

Consequently, the technology hawks, 
led by Assistant Secretary of Defence for 
International Security Policy Richard 
Perle, are working to batten down the 
blockade surrounding. the Warsaw Pact 
countries. Their primary target is the 
Coordinating Committee for East-West 
Trade Policy (Cocom), the Paris-based 
coordinating group for export controls, 
which brings together on a voluntary basis 
all Nato allies (except Iceland) and Japan 
to maintain an embargo on an agreed list 
of exports to Warsaw Pact countries. This 
month the US delegation is going to the 
Cocom meeting to negotiate a tighter list 
of high-technology controls in return for 
agreement to remove some of the obvious 
absurdities currently embargoed, includ- 
ing computer games and micro-wave 
ovens. 


n the wake of the Yamal pipeline sanc- 

tions Washington can expect an uphill 
fight, since the US proposals may only 
heighten fundamental conflict between 
American strategic and West European 
commercial perspectives on East- West re- 
lations. Eastern Europe represents a far 
more significant market for the West 
Europeans in exactly those areas of high 
technology which the US wishes to tighten 
up — computer equipment, telecommuni- 
cations and microelectronics. 

At home the Reagan administration has 
tightened export controls under the Ex- 
port Administration Act 1979. Six months 
ago the Commerce Department initiated 
Operation Exodus to bear down on 
smugglers and faulty documentation of 
controlled exports. The department has 
also created a new enforcement unit. The 
sanction for violating export controls is to 
be put on the "denial list" of the export ad- 
ministration's compliance division. This 
prohibits blacklisted companies from re- 
ceiving new export licences. 

The Pentagon is also pressing for re- 
forms of licensing procedures so that na- 
tional security considerations prevail over 
commercial interests in export controls. 
The US maintains two lists of controlled 
products and technologies: the Munitions 
Control List of weapons and armaments 
effectively controlled by the Department 
of Defence and the Commodity Control 
List (CCL) of commercial products with 
“dual-use” technologies deemed to have 
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| technology hawks. 
Commerce deii dne include “Assistant 
Secretary for Trade Administration Law- 
rence Brady, consider the two lists redun- 
dant. “Ifa technology һава military appli- 
cation we can only assume that the Soviets 
will apply-it,”’ à Pentagon official told-the 
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seeking to restrict publication of unclas- 
sified research findings resulting fromthe 
Defence Department's sponsored pro- 
gramme in very high-speed integrated cir- 
cuits, the Pentagon's most advanced high- 
technology research undertaking: 


n a letter to three cabinet officers, dated 

February 17, 1981, the presidents. of 
five major American universities conduct- 
ing such research protested at the self-de- 
feating nature of applying Har regulations 
to basic research. “Restricting the-free 
flow of information among scientists and 
engineers. would alter fundamentally:the 
system that produces the scientific. and 
technological lead that the government is 
now trying to protect and leave us with no- 
thing to protect in the very near future." 

American business applies the. very 


same logic to the exchange of goods and 
transfer of technology: "The potential : 


hazard of leaking strategic high technol- 
ogy to the Soviets is conceded in principle. 
But high-technology business associations 
are appalled by the bureaucratic monster 
Reagan's restrictions portend. “The very 
security controls the administration is ad- 
vocating will ch: Off access to thë mar- 
kets on which t ) leadership de- 
pends” i 
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placed American business at a disadvan- 
tage in world, markets in the long term. 
_ For ever since the Soviets achieved nu- 
„clear parity early in the 1970s, so neutralis- 
ing America's ultimate foreign-policy 
sanction, Washington has relied increas- 
ingly on trade embargoes as its main 
weapon in the East-West struggle. 
The Yamal pipeline (and Sakhalin gas- 
field) sanction, however, is the first Ame- 
rican embargo which strikes not only at 
the Soviet Union but also at the interests 
of the US' major allies. Under the author- 
ity of the Export Control Act of 1979, 
Washington asserts extra-territorial juris- 
diction over the products of. American 
technology manufactured not only in the 
US, but also under licence by foreign com- 
panies as well. The Reagan action has 
politicised one key instrument — com- 
mercial licensing agreements — used to 
transfer technology internationally. Such 
arrangements with foreign firms have 
ved critical in the American electronic 
dustry's strategy over the past decade, 


both to break into the closed Japanese 
market as well as to gain access to cheap 
labour in Southeast Asia and subsidised 
export credits in Western Europe. 

Reagan's June 18 decision amounts to 
nothing less than an unprecedented “at- 
tempt to assert the right of a country to 
control the use of its technology for 
foreign policy purposes, no matter where 
in the world that technology is being 
used," Ed Hewett, a Brookings Institu- 
tion fellow, told the Senate Foreign Rela- 
tions Committee hearing on July 30. 

But whatever compromise is found to 
buy a truce in the Atlantic technology war, 
US manufacturers of high-technology pro- 
ducts feel their interests have been dam- 
aged in the long run. This setback has 
come just as the high-technology lobbyists 
here were succeeding in turning the tide of 


protectionist sentiment against Japan in, 


favour of an aggressive trade policy aimed 
at securing a privileged position for Ame- 
rican electronics and computer industries 
in the Japanese economy. 


Threat of the rising sun 


American high-technology companies take аал 
of anti-Japanese sentiment to strengthen their position 


Washington: The decline of the United 
States' basic industries, a rising tide of 
economic nationalism and the recession 
have combined to redefine Japan as the 
US’ primary industrial enemy. “The Ja- 
challenge is extremely serious, is 
not fully understood by most Americans 
and cannot go unanswered,” said a House 
of Representatives Ways and Means 
Committee report. “Semiconductors have 
been described as the ‘oil’ of industry in 
the remainder of this century. If so, Japan 
has become a ‘Saudi Arabia'." Such senti- 
ments are typical of congressional rhetoric 
these days as unemployment and bank- 
cies break post-war records. 
ut little of this political energy has 
been channelled into a coherent trade po- 
licy to respond to the Japanese challenge. 
Early in its tenure the administration of 
President Ronald Reagan bought time 
with restrictive measures such as the 
negotiated “voluntary restraint” imposed 
on Japanese vehicle exporters. Since then, 
however, it has fought a defensive action 
against a host of openly protectionist “re- 
ciprocity" and local-content bills before 
congress which raise the spectre of an in- 
ternational trade war. 

High-technology industries have lob- 
bied hard to turn this tide of anti-Japanese 
sentiment in their favour. Spearheaded by 
the. Semiconductor Industries Associa- 
tion, the Electronic Industries Associa- 
tion and the Computer and Business 
Equipment Manufacturers Association, 
the attack has turned from the alleged de- 
vastation of the US' basic industries by Ja- 
panese exports towards an aggressive 
trade policy aimed at Japanese imports. 

A decisive bureaucratic battle early this 
year went against protectionism for high- 
technology products. After long internal 


ram chip: quotas rejected by Washington. 


debate the administration declined a peti- 
tion by semiconductor manufacturers to 
adopt section 232 of the national security 
amendment of the Trade Expansion Act 
of 1962 in order to set quotas on imports of 


64K  random-access memory chips 
(semiconductor devices with a capacity for 
64,000 “information bits"). Section 232 
authorises the president to impose trade 
restrictions in order to protect the domes- 
tic base of any industry essential to the na- 
tional defences. 

Section 232 could be revived when the 
Japanese 256K ram is marketed early next 
year. Meanwhile, the White House special, 
trade representative is considering a peti- 
tion by the machine tool industry to evoke 
presidential powers under the Revenue 


Act of 1971 to deny tax credits to Ameri- 
can companies which purchase Japanese . 
machine tools. The petition is based on a 
massively documented complaint of 
dumping, and if accepted would intro- 
duced a powerful new weapon in the trade 
war cutting directly through countervail- 
ing duty and anti-dumping procedures 
under the auspices of the General Agree- 
ment on Tariffs and Trade. 

But since early this year the Commerce 
Department has sharpened the policy 
focus on access to Japanese markets, not 
just for American high-technology pro- 
ducts, but “total access to the Japanese 
economy for American corporations," in 
the words of one of the department's offi- 
cials. Demands tabled in the recent joint 
US-Japan high-technology working group 
talks in Hawaii included one for “first-tier 
treatment" for resident American high- 
technology corporations in Japanese capi- 
tal markets. Another called for open-mar- 
ket access for American products in 
semiconductor, computer and telecom- 
munications equipment. 

Behind this programme is an industrial 
strategy for the high-technology industry, 
spelled out in a recent study for the Con- 
gressional Joint Economic Committee. 
Thé 181-page report, International Com- 
petition in Advanced Industrial Sectors, 
analyses the trade friction between the US 
and Japan in terms of fundamental differ- 
ences in industrial structure. The report 
contrasts the “innovative, successful ven- 
ture capital-backed entrepreneurship” of 
the American semiconductor merchant 
firms and the “vertically integrated, highly 
leveraged, production oriented” Japanese 
electronics companies. 

The history of the 16K ram is presented 
as an illustration of how “world produc- 
tion will be biased in favour of the Japan- 
ese as long as the Japanese market re- 
mains closed.” The 16K ram was an inno- 
vation of the US merchant firms which 
were the first to put it into volume produc- 
tion. Nonetheless “the Japanese firms 
used their control over the access to 
pod domestic market to prevent US 

rms from consolidating an initial lead in 
16K rams into long-term advantage in Ja- 
panese markets; Japanese firms followed 
their characteristic strategy by exporting 
from a large-scale production base built in 
their secure home market, and thereby 
captured [more than] 40% of the US 16K 
ram market." In short, the report links 
America's continued leadership in 
technological innovation with breaking 
into the Japanese market. 

Japanese officials here dismiss charges 
of a closed market in high-technology pro- 
ducts and point to recent moves to lower 
tariffs on semiconductors, favourable cre- 
dits extended by the Japan Development 
Bank to a Fairchild affiliate in Japan, and 


CORRECTION 
The report on Thailand's plans to export natural 
gas, A drive, (Review, July 30), 
stated that the government levies a 5096 royalty 
and a 12.5% tax on the petroleum business. The 
figures were inadvertently transposed. 
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And we have the experience, the expe: 
tise, and the assets of over 36 billion dollars, 
all poised in key energy capitals. 

As the only bank system covering all 
eleven western states, and with offices 
worldwide, we're ready to work with you, 
from search to sale. Anywhere in the world. 
Call your nearest First Interstate Bank office. 


1 First Interstate Bank 





—— 
If You Want to — 

Learn More About E. 
Reaching Asia's ER. 


Eden Pa rk Es iini 
31 Waterloo Rond, 
North Ryde, NSW, 2113, 
Australia. 

Tel: 8872333 

Causeway Bay, Hong Kong. 
Tet: 5-795172% 


INDIA 


e 
f re n in identification Systems Private Ltd. 
Regd Office: 118. Ma Delhi House, 
27 Birakhamba R 


New Dethi. 110001 1 Tel 43559, 310702, 40383, 
Bombay one Ts Datarnal Tower, 


9 211 Nariman 
Bombay Aon. Em 33738 
ў ave e I S e INDONESIA 
PIT -Eresiodo Jays Trading Co. 
Arthaioks Building, Sth. oor, 
2 Jalan Jandal Sudirman, 


Like to Give You = 


hiüppon Роан KK, 


Mori Bldg. Мо, 30, 
2:2 Toranomon F Charme, 
Minato: Ku, 

S Tokyo; Japan 1108}. 


When it comes to reaching the heavy fre- н c 
quent travellers, the Far Eastern Economic 2 
Review soars above all the rest. B en d ло 

_ At present most of the world's leading airlines m m 
that have routes in Asia use the Far Eastern tens Rips 
Economic Review regularly as a primary ad- soon io 
vertising medium. Why? The answer is simply e e ron 
because the Review reaches the highest au- и 
dience concentration of heavy frequent inde- Fe han rennin не. 
pendent business travellers of any regional eem 
publication in Asia today. And does it more C" 
cost-efficiently. un 
If you'dlike to know more about our frequent с Я 
business travellers, write on company letter- ETE nr T 
head and we'll be glad to send you a copy of nios piod produc, HI in 


this coupon and send it to one of our 
offices. A Polaroid representative will 


the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- contact you, 

















tional Research Associates. ы ерен 
TEL NO n 
Address your FAR EASTERN IE ECONOMIC COMPANY- 
inquiries to: POSITION Ls euet данда ades te e RR EE 
ADDRESS: my 
Mr C. H. Stolbach, | 








Far Eastern Economic Review, a 
GPO Box 160, For advertisers who 


Hongkong. take Asia seriously A RRC 











^ THE BANK OF EAST ма 
езшп o 


possibilities. Instantl 


Documentation has always 
been an important part of doing 
business. These days, however, 
more and more organizations rely 
on photographic documentation. 

After all, it clarifies and 
identifies. Substantiates and 
elucidates. Making communication 
easier, faster and more precise. 

And the possibilities are 
endless. 

With Polaroid instant 
photography, documenting work 
requires little time. And little 
effort. You can make high quality, 
durable records of practically 
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chips in seconds. 


With minimal instruction and 


no specialised photographic training. 


Records in color. Or records 
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a negative. You can even make 
X-rays or overhead color 
transparencies. 

Take medicine. Whatever your 
diagnostic imaging requirement, we 
have films that make records 
quickly and conveniently. For 
attaching to a patient's permanent 
history, sending to referring 
physicians or using for publication. 
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Or take science and industry. 
Whether you want to take closeups, 
pictures through a microscope or 
anything else, we have the right 
photographic systems and films. 

And when it comes to security 
and personnel identification, more 
than 25,000 businesses, government 
agencies and financial institutions 
come to us for systems that provide 
a variety of instant photo 
identification cards. 

Of course, these are just some 
of the things Polaroid make 
possible. To get the whole picture, 
contact your Polaroid representative. 


Ma 


PFF.0168 


In'an extraordinary city, 
Mandarin International offers 
a great hotel. 





The Jakarta Mandarin 


For reservations at The Jakarta Mandarin please call 


the nearest office of HRI, The Leading Hotels of the World, 


your travel agent, the hotel direct at 321307, telex 45755, 
or any other Mandarin International hotel. 
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The 


Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of à 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct t 


WWF International, 1196 Gland, 
Switzerland. 
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fifth generation" (computer esearch pro- 
ject. 
Nonetheless, representatives of Japan- 
ese electronics firms based in the US sense 
a threat in the semiconductor industry's 
open market strategy as adopted by the 
Commerce Department. “The Commerce 
Department's whole stress on opening the 
Japanese market is designed to force Ja- 
panese companies to form their systems 
around American chips and so lose their 
inherent efficiencies," a representative of 





` The Reagan administration compla 
that the trade-distorting effects of Euro- 
pean and Japanese industrial policies are 
creating a bias in world trade against 
American high technology. Ironically, the 
Apollo man-on-the-moon project, the 
development of the National Aeronautics 
and Space Administration, and even the 
history of American agriculture reflect 
similar national industrial policies — ad- 
mittedly undeclared ones — adopted in 
the US. — RICHARD NATIONS 





"Integrated: -circuit development rig in China: limits on pss equipment. 


A Chinese screen 


Washington fears Peking is obtaining advanced 
technology through the backdoor of Hongkong 


By Teresa Ma 


Hongkong: In June the United States De- 
partment of Commerce denied Hua Ko 
Electronic Co. of Hongkong licences to 
export US$1.2 million worth of testing 
machinery from the US for making integ- 
rated circuits (ICs). This was the first time 
sophisticated US equipment had been 
withheld from a Hongkong firm because 
of its close ties with China. Hua Ko is 
wholly owned by Hua Yuan Co., the local 
trading agent of China National Light In- 
dustrial Products Corp. 

The disclosure of the Hua Ko case was 
followed immediately by a Department of 
Commerce announcement. that. applica- 
tions for exports from Hongkong firms 
found to have strong ties to China would 
be treated as though they were applica- 
tions from China. Less than a month later, 
the director of the US Defence Intelli- 
gence Agency, Lieut-Gen. James Wil- 
liams, accused China (though without re- 
ference to any Hongkong firm) of using 
overseas companies as fronts for acquiring 
technology from the West for military pur- 


ses. 

"The establishment of trading com- 
panies, the use of friendly countries as 
third parties, misrepresentation of end- 
use and the use of China delegates and ex- 
change students to obtain desired items, 
are employed to bolster legitimate trade 
methods of obtaining technology needed 
for the military modernisation pro- 
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gramme," Williams told a congressional 
joint subcommittee in a closed session. 

Electronics manufacturers in Hong- 
kong intimated that two other local IC 
manufacturers, RCL Semiconductors and 
Elcap Electronics, also have links with 
China and employ engineers from the 
mainland in their factories. Both com- 
panies declined to discuss this with the 
Review. Elcap president Larry Yung's 
father. Rong Yiren, is president of China 
International Trust and Investment Corp. 
Both Elcap and RCL are making ICs with 
similar equipment to that which Hua Ko 
wishes to buy from the US. 

"After we submitted the applications 
for export licences, officials from the US 
Consulate here were out in Taipo twice to 
inspect our factory," Hua Ko's chief 
accountant, Chen Yany-de, told the 
REVIEW. Production at the Taipo plant, 
scheduled to begin before the year ends, 
may be stalled as Hua Ko has not been 
able to get similar testing equipment else- 
where, Chen said. 

"The US is not treating us fairly as we 
are a Hongkong enterprise and Hongkong 
is a free port,” said Chen. Hua Ko has 
hired a lawyer in the US to help appeal 
against the denial and has gone to the 
Hongkong Trade, Industry and Customs 
Department for help. The Hongkong 
Government has asked Britain's Foreign 
and Commonwealth Office to present the 











basis of the [export np chari „The 
British Government has noted our con- - 
cern,” said Philip Chok, assistant director — 
of the North American division at the — 1 
Hongkong Trade, Industry and Customs ` 
Department. t | 

While US commerce officials denied - 
there has been any change in overall | 
technology export policy towards Host 
kong, they admitted to much more careful - 
investigation of Hongkong applications 
for export licences, in order to prevent 
certain high technology from leaking into — 
China. It makes no sense to attempt to | 
control direct sales of technology to cer- - 
tain countries while allowing them to a 
quire the same technology through th 
operations overseas, Bo Denysky, 
partment of Commerce Deputy Assistan 
Secretary for Export Administration, told 
the REvIEW's China Trade Report... = — 

Equipment up to the 1976-77 level of — 
technology in the US is usually approved - d 
for export to China, Denysky said, but | 
machinery that makes or tests ICs s 
than the 4-5 micron level (a level of com- E 

nent miniaturisation achieved after _ 
1976-77) would be scrutinised much more 
closely. In considering export licen 
plications from Hongkong. a “free wo 
destination, officials check carefully 
risk of diversion to “proscribed и 
tions," which include China, Cuba, North 
Korea, Vietnam and Warsaw Pact coun- 
tries. 

In the.case of China and other mE | 
cribed destinations, end-use is the main | 
concern, Denysky said. It is not clean _ 
however, from talks with US officials whe- | 
ther Chinese ownership is considered 
prima facie evidence of a risk of diversion — 
and therefore sufficient ground for the _ 
denial of export licences. China has been — 
surprisingly quiet on the Hua Ko case ex- 
cept for a report by the Xinhua news- | 
agency which quoted briefly from dis- - 
patches in the foreign press. t 

Last February, Lawrence Brady, " 
Commerce Department Assistant AR. 
ary for Trade Administration, told герог — 
ters at an exhibition of American light in- - > 
dustries in Peking that the US administra- — 
tion had greatly accelerated the review 
export licences for China and th 
Washington was even willing to permitthe — 
export of some items the Chinese could 
put to eventual military use. . 

During the first quarter of this year, 
Commerce Department approved 1.2 
(and denied 20) applications from Chi 
Denysky said. However, he refused tod 
close the number of applications received i 0 
in that period. 

Chinese officials have said they have 
not gained very much from what the US - 
billed as a major shift in export pony tony T 
wards China. “We've heard all the pd { 
news, but we don't see any changes. What _ 

I think is that the grassroots organisa- - 
tions may not be so accurate in imple- | К 
menting . . . new polices," Zhu Ruyan, _ 
chief of the Office of the General Manager _ 

of the Shanghai Foreign Trade Corp., said - 
in an interview last April. a 
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ipore's oil refineries face tough problems and possibly ` 
ter after massive investments in new capacity 


After years of vigorous 

d for their products, the 

finers that make Singa- 

rgest refining centre in 

orld are facing an increasingly 
ture. They have spent. mas- 

er the past few years — and are 

ther completing or in the midst of 

ivestment programmes totalling 
US$700 million. The only cer: 

factors in the outlook for these refin- 
re those of declining markets; re- 

ced growth in demand and significant 

rcapacity. Increased competition and 

ver (or non-existent) profit margins 

inot be far behind. 

ideed, capacity utilisation this year is 

eady expected to decline slightly from 

year's level — to 70-80% of average 
capacity from 8595.0r more in 1981. 

is due almost entirely to slower 

omic growth. The Singapore refining 

stry has yet to confront a number of 


nger-term problems — chiefly the ad- ` 


n of large amounts of new capacity 
Bhout the wide area to which it 
ies refined oil and unstable rates of 
троп. Some refining executives 
these factors in combination to de- 


apacity ‘sage in Singapore to loss- 





making levels of 50-60% later in the de- 
cade. 

The region’s refiners have only to look 
to Western Europe, the United States and 
Japan to understand how painful the con- 
sequences may be. Refiners there ex- 
panded rapidly in the 1960s апа early 


1970s (and decentralised operations into: 


smaller, single-market facilities) only to 
find that oil-price increases, combined 
with slower economic growth; produced 
an overall drop in.consumption of 9% (in 
the US) and 13% (in Western Europe) 
after 1979. 


The result has been refining overcapac- | 
ity on a massive scale. Earlier this year the 


European Economic Community recom- 


mended that up to a third of West Euro- 
pean capacity be shut down by-1985: In 
| Japan, where 60% of the country's-5.9 


million barrels per day (b/d) refining was 
utilised in its 1981 fiscal year, the Ministry 
of International Trade and Industry is 
looking to close a million b/d of capacity 
by.the end of the decade. 


Singapore's refiners — Shell, Esso, 


Mobil, British Petroleum and the partially 


government-owned Singapore .. Refining 
Corp. (SRC) — have thus far been largely 
immune to this chain of events. With just 


the wrong capacity - 


needs an efficient, centralised refining 
dustry rather) than a scattering of new plants 


re: One of the more salient fea- 

| of the region's plans to add more 

a million barrels per day (b/d) inre- 

g capacity is that, judged strictly on fi- 
cial and economic criteria, much of it 


ill require in future, many analysts 
, is à centralised: refining industry 


t output and a high degree of pro- 
efficiency. It must also be able to 
a investment of the mag- 


«ои on а grand scale. The 
vation in almost all cases is security of 
nd. the desire. to meet. domestic 





„опе thing, refiners elsewhere will in many 
-cases forfeit economies of scale that are 


significant in the refining industry. An- 
nual capitaland operating costs for a refin- 
ery with capacity of a million tonnes a year 
(or 20,000 b/d) now. average US$125.a 
tonne, according to. the Asian Develop- 
ment Bank's (ADB) survey this year of re- 
gional energy. Similar costs for a refinery 
of 6 million tonnes a year would be just 
under half that. 

Some new ‘refineries, such as. those 
being built in Indonesia, will be large 
enough ‘to. achieve these. production 
economies. But they will all carry capital 
charges (included in the ADB's averages) 
that Singapore's installed capacity — 


some of which is nearly 20 years old. — 


does not face. In a typical third-party pro- 


cessing agreement, refiners here charge 
| roughly US$1 a barrel plus a small (and 








0 , 
Annual growth / 
(by value) 


20 Share of total s 


exports (by valu 


10-1970 1979 1980 1981 
Figures do not include exports to indonesia 


“under 1.1 million b/d of declared арас us 
ST only. Rotterdam and. H : 


19705. Tndeed, for many of the 50 coun- 
tries that make up Singapore's product 
market, increases in petroleum demand in 
the late 1970s outpaced. growth in gross 
domestic product by ratios as high as 1.8 
(Indonesia) to 2.4 (Bangladesh). 

In . most. of these markets; demand 
growth has. been concentrated in the more 
highly refined "whiter" products such as 
high-speed. diesel fuel {or gasoil), 


expected to exdcerbits a product mix that. 
is. already to-some degree undesirable. 

Depending greatly on the type of crude in- 
volved, a primary distillation unit will 
yield as much as 50-60% fuel oil, demand 
for which in Asia is far outpaced Бу that 
for diesel fuel, kerosene: and. petrol. 
Southeast Asian crudes typically yield far 
less fuel oil (129 o may be taken as'a 
rough. average Indonesia’ and 
КЫГЫ thé chief Southeast Asian pro- 


басе 

crudes. Both Indonesia and Malaysia are 
cutting crude exports to remedy product 
imbalances — some 40%. of Malaysia's 


| throughput, for-instance, is now locally 


lifted crude. Supply-demand imbalances 
will be further reduced (as will overall de- 
mand) if government subsidies for middle 
distillates are eliminated. Indonesia has 

already p: done this. 
Largely through Singapore's third- 
pee Ai Nike the island's 


unofficial) portion of the product yield. | see: 


Whether new state-owned refineries will 


| be able to match these costs is open. to] 


question. 


Many of Asia's n v refineries, too, are 





THE REGIONAL 


emen E 


Indonesia 400,000 


400,000 (with two 85.000 - 


hydrocracking units) (end-1983) 


190,000 
176,000 
280,000 
5.94 million 


Malaysia 
Thailand* 
Philippines 
Japan 


150,000 (1986-87) 
62.000 (1986)* 


Refined 3.54 million in fiscal 


| 1981 — plans to shut down 1 


million by 1 
250,000 ( 


India 560.000 


82-84). Government 


has approved additional projects 
with combined capacity of 


120,000. 
40,000 (No date) 
40,000 (No date) 
155,000 (1982-85) 
30,0004 (1985) 
1.1 million (ex 


Pakistan 
Bangladesh 
Australia 

New Zealand? 
Saudi Arabia 


ort refineries 


only) (1983-86 


Kuwait 


Iraq, Oman, Qatar, 
Abu Dhabi 


150,000 (1986) 


300,000 (1983-85) 


*Thailand's current development plan. ending in 1986, calls for a total in- 


crease in refining cà; 
tNew Zealand is 
output of 13,000 by 1985. 


ity to 300,000. 


Sources: US Embassy in Jakarta, Oil & Gas Journal, Petroleum Economist. 


kerosene and petrol. Demand for fuel oil 
— used principally for firing power sta- 
tions — has also risen, but at a slower pace 
than for middle distillates. The future will 
see this disparity in. product demand 
growth — which broadly reflects. con- 
sumption patterns on a world scale — con- 
tinue along the same lines. One recent in- 
dustry forecast anticipates regional de- 
mand for fuel oil will remain constant or 
drop slightly for the rest of the decade, 
while growth in middle-distillate con- 
sumption will rise by 4% or so annually. 
These demand trends have made Singa- 
pore a key supplier of higher-end products 


(30%) and British Petroleum (30%), 
raised its primary distillation capacity 
from 70,000 b/d to 170,000 b/d in 1980 at a 
cost of US$93 million. Apart from this, in- 
vestment since the mid-1970s has been 
concentrated in two areas: conservation 
(reducing refinery fuel requirements) and 
upgrading (adding facilities to yield more 
middle distillates and “white” products 
and less fuel oil). • 


S Eastern Petroleum, the largest of 
Singapore's refiners (with 460,000 b/d 
capacity), was the first to upgrade its 
facilities in 1976 and next year will com- 
plete a long-delayed hydrocracker capa- 
ble of reprocessing 30,000 b/d of fuel oil 
into distillates. The cost is now put at 
US$300 million (plus an unspecified delay 
cost) and the company will spend an addi- 
tional US$50 million on conservation and 
improved efficiency. 

Recent investment at Mobil Oil Singa- 
pore (with capacity of 200,000-b/d) totals 
some US$120 million in two principal pro- 
jects: a US$100 million residual upgrading 
complex, completed last year, will raise 


Mobil’s diesel and kerosene output by | 


25%; reconditioning of a smaller crude 
distillation unit will increase its capacity to 
process Southeast Asian crudes. The lat- 
ter project will also conserve 70,000 bar- 
rels a year in refinery fuel. Similar conser- 
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uled to complete a synthetic petroleum plant with 


for much of the region it serves— broadly 
from the Gulf countries across to Hawaii 
and the US west coast. Its business is di- 
vided into three types: term contracts held 
by the refiners to supply their traditional 
markets; a spot market of 100-150,000 b/d, 
and crude processing agreements under 
which petroleum is refined for a fee and 
the products revert to the crude supplier 
(who normally consumes some of them 
and sells the rest). This last market, the 
third-party processing market, caters 
mainly to Indonesia and Malaysia, which 
together accounted last year for roughly à 
third of Singapore's crude throughput. 


Shell plant: first to upgrade. 


vation projects, chiefly in recycling heat 
through the distillation process, will cost 
some US$50 million by the middle of this 
decade. 

Esso Singapore (with 230,000 b/d capa- 
city) has concentrated a US$110 million 
investment programme in energy conser- 
vation projects and improved wharfing 
facilities. Upgrading has thus far been a 
secondary consideration — reflecting the 


Mobil refinery: high demand for middle distillates. 


Activity in all of these markets — term; | 
spot and processing contracts — reflects 
Singapore's traditional role as a "swing" 
refining centre: in addition to term cop- 
tracts, refiners here will fill supply 
shortfalls experienced by their affiliates 
elsewhere or consumers will resort to the 
spot product market when, as now, itis 
economically advantageous to do so. The 
swing function has meant that refineries 
here must remain highly efficient and as 
flexible as possible — building up à capa- 
city to process a large variety of crudes 
types and turn out a range of products in 
the proportions desired. Almost all of the 


refinery's heavy fuel-oil commitments to 
Hongkong's electric power plants. British 
Petroleum (27,000 b/d capacity), chiefly 
because of land constraints, has expanded 
through its investment in SRC. 

There are now indications that this 
spending has stopped. A proposal for à 
sixth refinery here was advanced by the 
Economic Development Board last year 
— some in the industry believe partly а$ а 
test of confidence. As one refining execu- 
tive put it, “this died a natural death.” 

In addition, SRC is now considering 
adding to its hydrocracking facilities, but 
the venture's private partners are very 
likely to conclude (if they have not already 
done so) that there will be no market for 
the product. 

Clearly, the industry is hoping that its 
recent investments in secondary proces- 
sing will position it for a more speculative 
business in the future. But once over- 
capacity becomes a reality in Asia, it is 
questionable whether developments in 
the industrial countries will any longer be 
a guide. As capacity contracts in Europe 
and Japan (and marginally in the United 
States), closures will be concentrated in 
the newer, single-market refineries built 
in the 1960s and 1970s, since many of them 
are too small to absorb the magnitude of 
investment necessary to keep them profit- 
able, — PATRICK SMITH 
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irgely reflecting the region's high 


th rates, some 40-50% of Singapore's 
capacity is now devoted to third- 
processing. Rapid economic expan- 
t many: countries (often with 


in supplies of the 
lly consumed fast- 
level of economic 
kerosene for cooking and 


is year ré-imported an estimated 

b/d of middie distillates from the 

rocessed here under agreements, 

d perhaps two-thirds of the fuel- 
the Japanese market. 


¿same pattern. also: applies to. 


ysia and most other third-party pro- 
sors. These include India, Bangladesh 
d à number of national oil companies, 
ell as a collection of independent oil 
ind traders. One consequence of 
ersity in crude sources has been the 
on in the refiners’ "design capa- 
to an actual capacity of roughly 
000 b/d. Since the refineries were built 
ess heavier Middle Eastern crude 
s, the introduction of lighter South- 
Asian crudes means capacity utilisa- 
must be measured against this lower 
y. which fluctuates depending on 
at is being processed. Last year 
ghput averaged some 760, 000 bid. 


"includes эро of 
partially refined 


**indusiry and БЕЙЕУ estimates 
(Indonesia-Singapore trade 
not disclosed). : 

***Oman, China, баш, Мехїсо. 


(21 5” 


Sua "Department Sais, Sra i 


as much as 640,000 





finers will probably - 


process an average of 
600,000 b/d — perhaps. 


b/d, according : to 
some, industry esti- 
mates. That is hardly 
a running start on the 
industry's more fun- 
damental problems. 
“Next year will be 
tough," one refin- 
ing sourcé' predicts, 
“1984 will be tougher 
and after that it will be 
a disaster." 

Chief among the in- 
dustry's looming dif- 
ficulties are the plan- 
ned additionsto capa- 
city in many of its 
major markets. In- 
donesia alone is now 
expanding three of its 

.to 

00 b/d to current 

y. Equally im- 
portant, two of these 
projects also include 
the addition of 85,000 
b/d . hydrocrackers, 
which allow the re- 
processing of residual- 
fuel oil into middle 
distillates. These. three. projects, which 
will cost roughly US$} billion each, are 
be completed. by the end of next 
-Pertamina, Indonesia's state oil 


company, reckons they will meet domestic - 


product demand until 1987 — at which 
time it plans a new refinery of 200,000 b/d 


L| capacity and additional cracking facili- 


ties. 


N: one can predict precisely the effect 


oftheseprojects—or, indeed, whether 
they will be completed according to 
schedule and how efficiently they will be 
run once they are completed.. But esti- 
mates of their impact vary within a rela- 
tively small margin. Even the optimists 
say Indonesia's presence here will be a 
matter of meeting marginal supply 
shortfalls until demand again outpaces re- 


: fining capacity. These expectations are 


predicated ой а return to the country's 
previous rates of growth (and its previous 
ratio: of growth to. petroleum require- 
ments). Based on lower. growth forecasts 
and a lower growth to oil demand ratio, 
pessimists here say Indonesia will-vacate 
its quarter of Singapore's crude processing 
market for as much as a decade. 

These same possibilities also extend to 
Malaysia. Only two weeks ago the Kuala 
Lumpur government called for tenders on 
its long-planned tefinery in. Malacca, 


"which together with a 30,000 b/d “mini-re- 


finery” will add 150,000 b/d of capacity by 
71987. 








Th list continues, Thailand: earlier this 


ы such as those with indonesia 


апа Malaysia are on a fee basis. The value attributed 
tothep oduct does not acerue to the refiner. 


** industry and Review estimates. 


see includes Pacific islands, South Korea, New Caledonia, 
Taiwan, Sri Lanka and others. kt 


ear and cim to add 
А ions апа new plant; 
both Pakistan and Bangladesh each plan. 
(but have not yet duled) 40,000 b/d of 
additional capacity. New Zealand and 
Australia are also building: i 
There are a number at. variable factors 
that will determine. the extent to which 
these additions to c ty — all within 
the wide net of Singa 's market — will 
influence the industry in South and South- 
east Asia. One is their timing — whether 
or пої, аѕ in Indonesia, they begin operat- 
ing as scheduled between now and the end 
of the decade. Anoth he type of re- 
fineries that are being built. Because of 
the added costs of cracking facilities, most 
of them are simple primary-distillation 
units. While these will contribute to satis- 
faction of domestic demand, product im- 
balances (of a lower magnitude than now 
exist) are likely tó remain. Indeed, though 
it.is cold comfort to refiners here, one di- 
vidend of this large-scale decentralisation 
of regional capacity is that trade in pro- 
ducts may be enhanced by future imba- 
lances. 
What is less of a question is the impact 
of the. massive refining capacity due to ` 


enter production in Saudi Arabia by the 


end of Riyadh's current develópment plan 
in 1985, Because of the country" slocation, 
new Saudi export capacity is likely to have ~ 


its most immediate effect on India, now o 


medina sued market for 5 8 
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be'any less affected by new 


ing. capacity than Western | 


e will be. This will be especially true 
and the industrial countries con- 


Гапа if Saudi crude sales are’. 


‘tied to product purchases. 


's refiners have remained’ 


the belief that economic growth in 
jon. would be sustained at close to 
of thelate 1970s and would, 

sustain growth in petroleum con- 


ion. In the five Asean countries for. 


гой demand grew roughly 8% an= 
n the 1970s. Analysts say this fig- 
pped closer to 5% last year — and 
t2% or so in 1982. 
rly such projections are first a re- 
of downward revisions in overall 
mic forecasts. But they also indicate 
пас reduction in the high ratios of 
'um consumption to:'GDP that were 
generally (not universally) familiar in 
70s. Indonesia's 1.8 ratio is now ex- 
ofall well below 1; Singapore's 0.8 
tthe 1970s is now approaching 0.3. 


па will be further advanced as 
heast Asia's natural gas potential 


roadest sense, however, con- 
ion patterns reflecta passage from 


bol. energy 
incremental: in 


Gi еп that energy supply-and- demand 
ecasting has become of the world's 
businesses, many of the assump: 


industry analysts are now makingare 


ct to debate and alteration. Indeed, 
refiners here are developing at least 
ifferent forecasts for the region, one 
mistic and one pessimistic. But ünder- 
growth in demand is central to all of 
‚апа concern over this is nearly uni- 
Contemplating the fate of his col- 
es in Western Europe, one refining 
ive concluded: “The pattern is per- 

i place for us.” i 
€ immediately, refiners are hoping 
the clouds of recession will have at 
‘one silver lining forthem: many be- 
hat some of the new facilities now 
T construction or on the drawing 
ard will be delayed as: tighter develop- 


Moil revenues was strong, petroleum 
: (which accounted for three-quar- 

з of total export earnings) were down 

% last year. Pessimism as to how this 

nd. will affect the region's. exp 

ns is not difficult to find amongr 

е 








[By Mohan Ram : 


Bombay: There seems to be more 
. euphoria than realism in India's quest for. 


self-sufficiency in oil. This year it will be 


importing 14.5 million tonnes of crude to | 


close the gap between domestic output 
and an estimated demand of 35.3 million 
tonnes. In value terms this might account 


for close to 40% of the country's total im- 


ports. The Oil and Natural Gas Commis- 


.sion (ONGC), a state-owned exploration 


and production agency, has drawn up a 


. plan costing no less than Rs 288.95 billion 


(US$30 billion) to raise Indian crude out- 
put to 60.5 million tonnes a year by 1990 to 
meet a projected demand of 57.6 million 
tonnes. The ONGC. also hopes to take 
production. up to 
100 million tonnes 
by 2005. 

The plan is based 
оп a projection of 
India’s hydrecarbon 
reserves at about 15 
billion tonnes of oil 
(or equivalent of 
раз), comprising 
9.39 billion tonnes 
offshore. and . 5.61 
billion tonnes on- 
shore. Projected re- 
serves are guesses at- 
probable  availabi 
lity basedon.drilli 
information. ~ The 
plan aims at con- 
verting by 1990 
about 7.7 billion . 
tonnes of theoreti- 
cal reserves into re- 
serves — after drill- 
ing and oil- 
flow measurements. 
Only a fraction: of 
proven reserves is 
normally commer- 
cially recoverable. 

This calls for a 
massive exploration 
effort. India is among the most under- 
explored countries.in terms. of hydro- 
carbons, according to the World Bank. 
Drilling density in India — one parameter 
used to judge.oil exploration — is among 
the lowest. There is one-well for every 
4,500 sq. kms of sedimentary deposits. If 
the ONGC’s. exploration plan goes 
through, there will be one for every 406 
sq. kms. 

In 1980, India offered 32 blocks (17 
offshore and 15 onshore) to foreign com- 
panies for exploration. Of 67 companies 


which showed interest, 34. were. 


shortlisted. 
Only 17 showed continued interest but 


eventually only the Saurashtra H offshore | 


ш to Chevron. of 


nd pe cc pa 
-sufficiency 


dwell as the blocks unattractive. India is 


now thinking of inviting freshib 


„realigning some of the blocks 


S. P. Wahi, chairman of ONGC, says . 
that there is so much exploration to be 
done that leasing of these blocks to 
companies. (which means Ind 
ment in exploration of these bl 


-bé nil) would still leave a great deal t 


done by the commission. He says the 


foreign companies are interested mainly © 


in offshore exploration. | 
The ONGC plan, which the govern- . 
ment is still examining, calls for produc- 
tion of 40.5 million tonnes offshore and 20 
million tonnés Onshore. It proposes 454 - 


exploration. wells a 
wells offshore and i | 


The plan covers the acqui tion or charter- 

ps and drilling 
ships. It also calls for early acquisition of 
production systems for each new structure 




























Bombay High's main platfo 





But the Soviets are not in the picture this 
time. There has not been a single major oil 
discovery since Bombay High in 1974. 
Nearly 95% of the additions to India’s re- 
coverable reserves (now of the order of 
450 million tonnes) during the past two 
years has been brought about by upgrad- 
ing the potential of Bombay High through 
the use of enhanced recovery methods. 
Such upgrading of the potential of a 
known field is not the same as the discov- 
ery of a new field. All the newly estab- 
lished fields since 1978-79 have not added 
more than 20 million tonnes to recovera- 
ble reserves. 

The commission points out that there 
have been six new oil strikes in the past 
two years, all offshore. Two of them are 
on the west coast, one east of Bombay 
High and the other far south of it. Four are 
off the east coast. They are Gadvari, Palk 
Bay, Andamans and Porto Novo. It is 
pointed out that the presence of oil on the 
east coast has at last been established. All 
offshore oilfields so far have been on the 
west coast. So it is suggested that there are 
quite a few fields of the size of Bombay 
High to be discovered on the east coast. 
The potential of the six new finds has yet 
to be assessed. 

But the commission’s statistical as- 
sumptions underlying the drilling plan ig- 
nore the actual trend of successes and fail- 
ures in the years preceding 1980. This 
trend might be much more realistic than 
the two-year average from which the com- 
mission tries to base its projections for the 
rest of the 1980s. 

In any case, there have been no finds 
ashore. The: commission thinks it has 
been drilling in the wrong places. Recent 
studies, it is claimed, have brought fresh 
insights and a shift in the drilling strategy. 
Under the new strategy, exploration is to 
be stepped up in basins which have not 
been adequately explored so far. They in- 
clude the Assam-Arakan fold belt, West 


Bengal, the Himalayan foothills, the 
Gangetic valley, Rajasthan, Saurashtra 
and Kutch. 


Assuming there is oil to be found (the 
commission thinks there is), the problem 
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The Rs 288.9: 951 billion: outlay edis 
for adding a capacity of a little more has І 
30 million tonnes a year by 1990, that is, _ 
for doubling the 1985 capacity. ] 

Taking into account the cost of servicing — 
the credits needed to finance the plan, and _ 
the lead time, it estimated that the invest- — 
ment can be recovered only towards the | 
end of the century. The world's costliest _ 
oil now is from Shell Oil's Magnum fieldin — . 
the North Sea. Its unit cost is reckoned at 
£11,000 (US$19,300) a barrel per day. 
With the outlay the commission proposes, — 
the unit cost of oil would work out to 
about 50% more — £17,000 a barrel per 
day. NM 
The easing oil price and supply situation | 4 
might make the commission's plan unat- — 
tractive, imports appearing relatively — 
cheaper than a drive towards self-suffi- — 
ciency. This might be all the more so given _ 
India's foreign-exchange problems and | 
growing foreign-debt burden. i 

If the government does not clear the — 
plan because of the huge outlay and the — 
foreign-exchange constraints. the ONGC 
has a variant of the plan which calls foran — 
outlay of Rs 239.4 billion and aims at 46.5 | 
million tonnes of crude a year from 1990. — 
If the second variant is also found unac- - 
ceptable, the commission will have to slow - 
down its pace and the goal of self-suffi- — 
ciency will recede. India would continue to 0 ' 
import crude until the end of the century 
and perhaps beyond. India would need _ 
close to 100 million tonnes of crude in 
2005. 

















of financing the plan remains. The com- 
mission thinks it can generate up to 90% 
of the outlay (if oil is found). But this will 
be in rupees, In fact, about 70% of the 
outlay would have to be in foreign ex- 
change. The government will have to 
examine the implications of this in the 
context of the balance-of-payments crisis 
India is undergoing. The commission 
thinks World Bank loans and credit from 
international banks would be forthcom- 
ing. It is claimed that inquiries have al- 
ready started coming in from international 
barfks about the commission's proposals 
for financing packages. 
















pe: trade gap is straining its balance- 
of-payments position. In 1979-80 oil 
prices doubled. The full impact of this on 
India's trade balance was felt in 1980-81 
when the trade deficit doubled, to Rs 57.6 
billion. India's foreign-exchange reserves 
were drawn down by Rs 1.17 billion in the 
first seven months of 1981-82. It was 
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feared that the entire reserves would be 
wiped out jn three years at this rate. India 
went in for a record International Monet- 
ary Fund loan of 5 billion special drawing 
rights (US$5.7 billion) to help it carry out 
a medium-term restructuring of the econ- 
omy to reduce the trade gap. India also 
turned to commercial borrowings on a 
larger scale to finance its development 
projects because the climate for conces- 
sional aid had worsened. 

Faced with a balance-of-payments 
crisis, India tried to step up domestic oil 
production. Under the 1980-85 sixth five- 
year plan, crude output was to be in- 
creased from 13 million tonnes in 1980-81 
to 21.6 million tonnes in 1984-85, But 
Companie Francaise des Petroles of Fr- 
ance offered to help raise the output from 
Bombay High through enhanced re- 
covery. So the target for 1984-85 was 
raised to 27,6 million tonnes and eventual- 
ly to 30 million tonnes. The sixth-plan al- 
location for oil is Rs 47.5 billion. The com- 
mission wants this stepped up but its mas- 
sive outlay will not contribute any addi- 
tional production (beyond the plan target 
of 30 million tonnes a year) before 1985. 
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eat drought has half the country' S farmers at 
ercy, adding to the general economic gloom 


Anne Summers | 
та: The federal government has 
icted that the real net value of Austra: 
| production could fall by 50% this 
the widespread drought does not 
‘this month. Parts of New South 
now in their fourth consecutive 
rought and Queensland, Victoria 
st of New South Wales have now 
eclared to be drought-affected. 
ording to the Bureau of Agricul- 
nomics, 80,000 — or half of Aus- 
armers — are affected by the lack 
and. the government. has an- 
| urgent measures to relieve indi- 
ardship and long-term damage to 
alia’s breeding herd. The federal 
thas also announced measures to 
se all interest rates above 12% for 
-affected farmers and to provide a 
odder subsidy. 
ne Minister Malcolm Fraser said: 
only as a prime minister but as 
ег; | am fearful that this drought i 
g to turn into the worst disaster i 


jver: The Japanese steel industr 
back sharply on its coal purcha 
es. in western Canada. The mov 
gned to compensate for heavy over 
r from the United States earlier this 
in a misjudged attempt to 
hreatened Australian supply dis- 
s which never materialised. 
out warning early this month, the 
ese mills, which operate through a 
consortium, told the four mines in 
'olumbia and Alberta, which sup- 
al under long-term contracts, that 
would take only 60-75% of con- 
d amounts during August. while 
of the mines have already been told 
xpect similar cutbacks. in September. 
‘Japanese, action affects shipments 
“normally .total-more than 900,000 
nnes of coal a month, worth around 
million (US$62.3 million); Mines in 
n Australia, which like the Cana- 
| producers also. sell to Japan: under 
erm contracts; have been noti 
f reductions in shipments. | 


he reason cited by the steel: corpais 


their reduced take from the Canadia; 
es is the slowdown in th 
which has depressed d 





rural communities over a very long period 
indeed and may be the worst disaster 
ever," The drought comes hard on the 
heels of a world downturn in commodity 
prices which has already affected the value 
of Australia's exports and is accompanied 


by.a domestic recession which may push. 


unemployment to atleast 8%. this year. 

Farm groups estimate that the drought 
could cost Australia's national economy 
А$6 billion (US$5.88 billion) when the 
flow-on effects from the estimated A$2 
billion decline in rural production are cal- 
culated. However, these estimates are re- 
garded by the Treasury as exaggerated. 
Farmers comprise only 6% of the work- 
force and they suffered a 2% decline in 
farm income last year, the Treasury says, 
and were therefore not spending much 
anyway. 

Although the Treasury predicts a A$9 

lion balance-of-payments deficit this 
усаг: and is hoping for a large capital in- 
flow to cover this — the level of grain ex- 


mills cut back 
Australia | 


both domestic and export markets and 

d to a build-up of coal stockpiles. But ac- 
cording to coal-industry sources, while thé 
mills have cut their forecast production in 
the year to. March 1983 by about 6% and 
are increasingly nervous about near-term 
prospects, the main cause of the stockpile 
build-up was a bad miscalculation by the 
Japanese in their US buying. 

Last year, purchases from the US, made 
in the spot market or on short-term con- 
tracts, climbed to a record 21.5 million 
tonnes às the steelmakers made up for 


shortfalls in Australian shipments of 10- | 


30% of contracted amounts. Expecting 
the Australian strikes.and port delays to 
continue, the Japanese kept up their US 


| buying with the result that, according to 


the US National. Coal Association, ship- 


ments to Japan in the first five months оЁ | 


this year were up 77% to 13 million ton- 
nes. Allowing: for seasonal adjustment, 


_ US shipments in the first half of the year 


were running at an annual rate of 27 mil- 


+ tion tonnes. At the same time, Canadian 


exports, which were at full contract levels, 


. tonnes to 24.1 million tónn 








elp improve export prospects. 

airy industry has little impact on the 
balance-of-payments problem: as few 
dairy products are now exported, but the 
beef industry may in the short run benefit 
as stock will be slaughtered and sold. The 


government has announced measures 


which will be implemented in conj 

with state governments to subsic | 
cost of water cartage and of fodder ar 
livestock freight and to make avai 
carry-on loans at low interest to fa 

and small businesses in rural area 

. (The most drastic effects of th 

if it continues will be on Austra 

domestic product. Last year farm pr 
increased by 15.5% after two consec 
years of negative growth, whereas gross 
non-farm product rose. by only 2.3%, giv- 
ing a total growth in GDP of 3%. The 
Bureau of Agricultural Economics esti- 
mates for net value of farm production — 
made in July— were pessimistic, showing 
an expected total production figure. of 
A$2.43 billion (compared with A$4.46 bil- 
lion last year). But these figures are being: 
revised downwards almost daily: imd last 
week the bureau said it migh 

cast by a further ASI billior 


veris flowed at full contracted levels for 
the first time in several years =o. 
Japanese Ministry. of, Fina figures 
show coal imports in the first half of the 
year up.by 8% whilesteel production was: 
steady at around the target annual rate of 


° 103 million tonnes. Faced with th surplus 


supply and a rapid weakenin 
market — the forecast third«q arter steel 
output is already down from Ts. 8 million 
the mills 
told their suppliers they must cut deliveries. 
The Canadian and Australian mines are 
taking the-immediate brunt of the cut- 
backsas shipments fromthe US have to be 
scheduled much further in advance. be- 
cause of shipping congestion at the giant 
east coast terminalat Hampton Roads. Ja- 
panese sources say th 
ready been asked 
shipment of 7 mill 
tracted for this year : next yeat's 
purchases from the US will be slashed to 
only 10 million tonnes — less than half the 
level of the past two years. Although this 
would allow the Canadian and Australian 
mines to resume full contract shipment 
levels, it could. well provoke a poli- 
tical protest - by the . US over the 


ntil next year. 
of coal con- 


were. up only. i -2%. However, an ünex- i 
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HIGHLIGHTS OF 


PRELIMINARY ANNOUNCEMENT 


OF THE RESULTS FOR THE YEAR ENDED 30TH JUNE 1982 


Sime Darby Berhad 


SUMMARY OF CONSOLIDATED RESULTS 
(Subject to final audit) 





1982 1981 
M$ Million M$ Million 


PROFIT BEFORE TAXATION 209.8 245.4 


EARNINGS  — Profit after taxation and 
minority interests 92.6 122.7 


NET EXTRAORDINARY PROFITS 4.0 167.2 
M. Sen M. Sen 


DIVIDENDS PER SHARE — Net 6.48 6.48 
EARNINGS PER SHARE 12.89 17.32 
NET ASSETS PER SHARE 153 151 


NOTES: 


1. The proposed final dividend of 6.8 sen gross per share will be paid, less Malaysian income tax, on 26th November 
1982 to shareholders on the Company's registers at the close of business on 22nd October 1982. 


The 5.396 increase in the overall tax charge to 37.896 of profits accounts for about a third of the reduction in 
earnings. 


By Order of The Board 


Kuala Lumpur MOHAMED BIN HJ.SAID 
30th August 1982 Secretary 
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PO Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street 
London EC4M 6XP 
New York: 499 Park Avenue, New York 
NY 10022 
Singapore: Bangkok Bank Building, 14th Floor, 
180 Cecil Street, Singapore 0106 
Cayman: c/o 499 Park Avenue, New York 
NY 10022 
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: The last time c gold was bid up was dur- 
ng the early 1980 scare over hyper-infla- 
_ tion. Now the scare is hyper-deflation. 
Instead of an explosion of paper money 
‘there will be — to coin a phrase — an im- 
plosion, as the guardians of cash — the: 
dof, banks — are found to have given de- 
| positors’ mon to those who can- 

| y will by definition 
: Olders will find that 
“their holdings evaporate in the cloud of 
bankruptcy. If you cannot trust banks, 
go for the one thing you can trust — 
gold. The logic is simple enough, but 
flawed. Lack of faith in banks and lack of 






faith in paper money are fundamentally 
They only meet: at the 
apocalyptic point where ari avalanche of 


different. 


bank failures leads to total worldwide 
economic collapse, where money itse 
replaced by barter. 
x. Shroff does not have too much faith in 
“the ability of finance ministers, such as 
those from the Commonwealth cur- 
` rently meeting in Toronto, to go far to- 
wards alleviating global illiquidity. And 
there is no doubt that drastic belt-tight- 
ening by middle-income developing na- 
tions will prolong the world recession. 
But it stretches the imagination to be- 
-Teve that the United States Government 
© would allow an escalating series of major 
` bank collapses when this is preventable 
‘|. — albeit at the cost of abandoning doc- 
. trinaire monetarism. Reaganomics тау 
Бе а muddled concoction, but Reagan- 
` politics has a better track record. 
* MORE surp han the rush from 
ng — into gold is 
the simultaneous rush into equities and 
commodities. If we are moving into a de- 
flationary panic, it will be because the 
. underlying earnings of banks' customers 
аге insufficient to meet liabilities to de- 
“positors. If this were the situation the 
value of cash should be rising relative to 
other assets whose prices should be 
. falling. If, on the other hand, light is at 
i the end. of the reces 
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ion titnnet; then the 


banking system is not going to collapse, 
so there is no need for a flight into gold. 

So much for logic — the least valuable 
of all commodities at present. The flight 
out of cash has undoubtedly been partly 
a knee-jerk response to the fall in in- 
terest rates and the fact that a lot of in- 
vestors woke up to the opportunity cost 
of over-caution. While they were earn- 
ing 14%-plus on short-term deposits 
they felt happy enough — until they dis- 
coyered that those who had, for.exam- 
ple, bought zero-coupon bonds earlier 
this year had already made 25% on their 
money. For example, a 10-year Gulf Oil 
issue originally offered at US$25.8 is 
now trading at US$31. The gearing built 
into zero-coupon issues has helped make 
them a hot number. There is probably 
plenty of mileage left in them, but the 


best punts in the bond business may now, 


be only for the brave. These are in the 


likes of Argentinian, Brazilian and Mex- 


ican issues where yields to maturity in 
US dollars and Deutschemarks are some 
50% above those of top-class national 
supra-national issues. Hideous 
though many of their debt problems are, 
the bond issues of middle-income na- 
tions are quite small relative to their 
bank debts. According to logic, they 
should not risk their reputations by de- 
faulting on their bonds until after they 
have defaulted. ori. bank debts. Bond- 
market volatility and general uncertain- 
ties about Third World debt have thrown 
up plenty of anomalies in the mar- 
‘For, example, Malaysian 
Deutschemark issues have a yield to 
maturity of 11% against only 8% for al- 
most equivalent New Zealand ones. 

That cannot be quite right. (By compari- 
son, Mexican ones yield 18%.) 

e HONGKONG, meanwhile, . has 
thrown into relief one of the more curi- 
ous aspects of gold fever. A major gold 
retailer which was selling “paper gold” 

— certificates of gold ownership which 
could be exchanged for the metal — has 
closed its doors. Apparently it had not 
acquired sufficient" gold to back .its 
liabilities to customers ànd was caught 
by the price surge. Big banks — such as 
Citibank and the Hongkong and Shang- 






‘hai Banking Corp. — have, of course, 


been in the business of selling gold cer- 
tificates for a long time, providing in- 
vestors with the chatice of participating 
in gold appreciation — if any — while 
not having to bother about storing the 
stuff. But there is a certain illogic here. If 
gold’s value is primarily as a hedge | 
against the collapse of the financial 


‘order, the more it appreciates the less 


trust — by definition — should anyone 
i i it in the hands of inter- 
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surface. over its rez 
kong-based Carria 


of help from the management) to sp 
late on its next exciting moves. Ho 


“ever, Taiwan has apparently pr 


rather more difficult to. impress 

Hongkong. Taiwan's combination. 
conservatism and suspicior 
rather stronger than 
overseas capital or a | 
ration for the skills of Southeast Asian 
capital-flight experts. Les 


vestments in Taiwan, the Ci 
Daily — Taipei's leading bus 
— was openly questioning. 
ity of doing business with C. 
Carrian had no reliable bu: 
but was known only for property spec 
lation in Hongkong. It wondered alo 
how Carrian and its chairman, George © 
Tan, could so readily mobilise huge sums 
of capital. Who is behind. Carria 
asked darkly, adding Moscow Маго! 
Bank to the usual speculative list. of 
Philippine President Ferdinand Marcos, - 
Sabah oil money, etc. etc. — | 





ECONOMIC RELATIONS 


Bretton Woods revisited 


A call for reform of the world's monetary system 
wins Muldoon new friends in the Commonwealth 


By Daniel Nelson 
London: New Zealand Prime Minister 
Robert Muldoon had a starring role at last 
` year's Commonwealth Heads of Govern- 
ment Meeting in Melbourne as the man 
they love to hate. At the recent Common- 
wealth finance ministers’ conference in 
London he had another starring role — 
this time as the man they hate to love. 
Many delegates at the two-day meeting 
came with bitter memories of Muldoon's 
insults to Zimbabwean Prime Minister 
Robert Mugabe and Nigerian President 
Shehu Shagari, of his attack on the Mel- 
bourne declaration as “a pious declaration 
composed principally of platitudes" and of 
his insulting absence from the final execu- 
tive session of the conference at which his 
Commonwealth colleagues hammered 
out the final draft of the communique. 
But participants who came to London 
to sneer stayed to cheer as Muldoon said 
that the world's monetary system was in a 
state of near collapse and was preventing 
many poor and middle-income countries 
from solving their problems. He called for 
a Bretton Woods-type conference, to be 
attended by all members of the Interna- 
tional Monetary Fund sitting without à 
timetable until a new order had been 
worked out. He also called for a major in- 
' erease in world liquidity through further 
issues of special drawing rights (SDRs) 
and a large increase in fund quotas. 

Muldoon's suggestions — stemming 
from "increasing pessimism" about the 
world economy — received the enthusias- 
tic backing of most participants. He even 
found himself in the same camp as Com- 
monwealth Secretary-General Shridath 
Ramphal, with whom he had clashed sev- 
eral times in Melbourne. Ramphal, who 
offered himself as an outside runner in last 
year's race for the United Nations secre- 
tary-generalship, warned of impending 
economic catastrophe and observed: “The 
case for the new Bretton Woods is over- 
whelming." 

British Chancellor of the Exchequer Sir 
Geoffrey Howe, however, is yet to be con- 
vinced. He led a tiny band of followers — 
Canada, Australia and Jamaica — into an 
unsuccessful confrontation with the Mul- 
doon-Ramphal line. Howe argued that 
the existing international monetary in- 
stitutions worked and should not be 
undermined, that problems could not be 
solved by throwing money at them and 
there was no way around the need to at- 
tach conditions to the supply of finance. 
He also counselled against taking recom- 
mendations disliked by the United States 
to the World Bank/IMF meeting in To- 
ronto. 

Howe used the terms “pragmatists” and 
“aspirationists” in his arguments, the im- 


plication being that the Muldoon-led as- 
pirationists were making unrealistic de- 
mands. He also used the terms as part of a 
continuing British effort to break the 
North-South terminology, arguing that 
there were no differences assuch between 
the developed and developing countries 
and claiming Jamaica as a member of the 
pragmatist camp to prove it. 

Muldoon mocked Howe's adoption of 
the pragmatist label. It was *a most extra- 
ordinary reversal of form for his govern- 
ment vis-a-vis mine," a knock at the doc- 
trinaire monetarism of Howe's domestic 
economic policies. That rejoinder unco- 
vered another contentious area at the 
meeting, and one which will also spill over 
into Toronto: the importance or otherwise 
which should be attached to the fight 
against inflation. Howe's lieutenants let it 
be known at the meeting that they believe 
the biggest failure of post-war economic 
management was the failure to deal prop- 
erly with inflation. And in his opening 
speech the chancellor blamed both the 
collapse of the Bretton Woods system and 


FINANCE 





oil price rises on inflation, which he de- 
scribed as the crux of the battle for healthy 
growth. 

Muldoon was quietly dismissive of this 
thesis. He catalogued a series of damaging 
by-products of national efforts to fight in- 
flation, including high domestic interest 
rates, rising unemployment and a record 
level of business failures. Ramphal was 
even blunter. He attacked industrialised 
countries for relying on the assumption 
that their national economic strength and 





Freeing the bonds 


Indonesia is set to issue rupiah paper after a long hiatus, 
but there are doubts about its attractiveness 


By Susumu Awanohara 

Jakarta: Indonesia's financial authorities 
are finalising plans for the first domestic 
bond issue since the New Order was estab- 
lished in 1966. Former president 
Sukarno’s old order had resorted to large 
bond flotations but the market collapsed 
under prolonged hyper-inflation. 

Some observers wonder if the choice for 
the first issue, a 100% government-owned 
highway corporation, Jasa Marga, was the 
best in the circumstances. They also point 
out that uncertainty over the rupiah’s fu- 
ture strength will prove a negative factor 
in launching a new market in a fixed-in- 
terest rupiah instrument. There is agree- 
ment, however, that a healthy rupiah 
bond market is indispensable, particularly 
at a time when the country is trying to re- 
duce public enterprises’ dependence on 
direct government financing, which in 
turn largely derives from oil taxes. 

It was not until 1979 (after the public 
share market was started on a small scale) 
that the government drafted regulations 
on bond issues. The government wanted 
public enterprises rather than privately 


^ 


owned companies to offer bonds first and 
the state-owned mortgage bank, Bank 
Tabungan Negara (BTN), and Jasa Marga 
were among the first to explore the possi- 
bility. 

BTN considered making four issues of 
Rps 5 billion (US$7.6 million) each at five- 
year intervals to finance specific housing 
projects. But one of the major problems 
was that the bank lacked a strong asset 
base to support such a commitment. More 
important, the interest BTN would have 
had to pay to make its bonds attractive to 
investors would be higher than the bank's 
average lending rate. After some study, 
the financial authorities dropped the idea 
of a BTN offering. 

Jasa Marga also had problems. First, it 
could not meet the requirement for un- 
qualified disclosure, with all accounts 
checked by the state auditor. Secondly, 
Jasa Marga, like BTN, did not have sub- 
stantial tangible assets to pledge as collat- 
eral. The roads which the corporation 
builds and manages are not its assets and 
its only source of revenue are the tolls it 


SEPTEMBER 10, 1882 e FAR EASTERN ECONOMIC REVIEW 






help gi 

‘the economic crisis, 
them to manage the crisis by and among 
themselves as to minimise its impact on 
themselves." 
This was a criticism both of the refusal 
of the pragmatists to discuss changes in the 
balance of power within institutions like 
the IMF, and of Howe's often-voiced 
tenet that "the campaign to reduce infla- 
tion . . . is the main task for the major in- 
dustrial countries and the best contribu- 
tion they can make to recovery and re- 
sumption of growth.” 
The final communique made the point 
again, by urging governments adopting 
anti-inflationary measures “to have great- 
er regard for repercussions on other coun- 
tries.” British Prime Minister Margaret 
Thatcher's government has never fully 
come to terms with the Commonwealth 
Secretariat's increasingly independent 
power base in London, and this meeting 
strained relations still further. 
In the communique it was decided not 
to acknowledge the differences of opinion 
which had surfaced. Instead, the ministers 
agreed that "the whole framework of in- 
ternational economic cooperation needed 
reform" and instructed the Common- 
wealth Secretariat to make a study of *the 
international trade and payments system 
as a whole and in particular the role of the 
international economic institutions" 
(Muldoon obviously having changed his 
Melbourne view that “the secretariat 





‘stick to taking minute 
ministers, it was said, са that there 
should be a substantial allocation of SDRs 
and the Wórld Bänk was urged to step up 
energy-sector lending, possibly through 
the establishment of an energy affiliate. 

As chairman of the meeting, Howe gave 
an assurance that the study was not simply 
à device for shelving the issue. Muldoon, 
in any case, will see to that. The day after 
the meeting he told journalists that sup- 
port for a new Bretton Woods conference 
had been “overwhelming,” that some of 
the opposition came from a desire not to 
see the boat rocked and that in Toronto 
Commonwealth finance ministers would 
try to gather more support “for what most 
of them clearly believe to be an essential 
initiative." 


» Colin James writes from Wellington: 
Muldoon's appeal to the Commonwealth 
finance ministers and the IMF for a Bret- 
ton Woods-type conference to restabilise 
the international monetary system is very 
much a personal and impromptu initia- 
tive. Muldoon returned ў; rom chairing a 
session of the Organisation for Economic 
Cooperation and Development in Paris in 
May much impressed by the gloomy 
analysis of the world economy by many 
participants and has since revised his own 
assessment of the prospects for world 
trade and New Zealand's economic deve- 
lopment. 

Since then he has made a series of 
speeches in Australia and New Zealand 


tion. Having had, as he put it in an ined E 
view recently, “feelers from various coun- 
tries that are starting to speak in a similar 


vein," Muldoon was encouraged to float 
the idea of a new conference to the Com- 
monwealth ministers. 

Part of the initiative stems from Mul- 


doon's 13-year tenure as minister of fi- — 
nance and consequent extensive experi- — 
ence of international finance conferences — 

at which he has made many high-level per- _ 


sonal contacts in banking and economic 
circles, 

But there are strong reasons, too, why 
New Zealand should take initiatives to re- 
form world trade: as a trading nation — 
exports are about a fifth of gross domestic 
product — and an exporter principally of 
primary products, New Zealand is wor- 
ried about the trend towards protec- 
tionism and the potentially severe con- 
traction of world trade if the monetary sys- 
tem collapses 

The government has borrowed heavily 
overseas, to a point at which overseas pub- 
lic debt stood at NZ$6.16 billion (US$4.53 
billion) or 22% of GDP at the end of 
March. Rising interest rates have put pres- 
sure on the balance of payments. In 1981 


the current account of the balance of pay- 


ments was NZ$843.3 million in deficit, 

from a NZ$478 million shortfall the previ- 
ous year. New Zealand's dependence on 
primary exports gives it a similar export 
profile to much of the Third World. @ 








collects from the users of some roads. This 
posed the need to translate this right to 
collect tolls into an asset and to put a fig- 
ure on it. That task has proceeded slowly. 

However, the deteriorating balance-of- 
payments position has now accentuated 
the need to make the public enterprises fi- 
nancially independent of the state budget, 
as well as more efficient. Last year, a letter 
went out from the finance minister to the 
public works department which used to 
formulate Jasa Marga's programmes. It 
instructed the department to hand over 
much of the decision-making to the high- 
‘way corporation itself, so implying that 
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Jasa Marga would also be responsible for 
raising its own funds to a greater extent 
than previously. 


working group was formed compris- 

ing officials from tlie finance, public 
works, interior and justice ministries to as- 
sess Jasa Marga's assets, based on its ex- 
pected incomes from toll roads, and the 
state auditor is, apparently, about to an- 
nounce the outcome of its deliberations. 
In addition, a presidential decree isin pre- 
paration which will guarantee that a cer- 
tain proportion of Jasa Marga's revenue 
from tolls will be used to repay its borrow- 


ings. Presumably, these will satisfy the 
prospective guarantors of Jasa Marga's 
first bond flotation — Bank Bumi Daya 
and Bank Negara Indonesia 1946 — sche- 
duled for November or December. 

Jasa Marga's plan is to raise the bulk of 
the domestic cost of 20 road-construction 
projects through the bond market. The 
total foreign-exchange cost of these pro- 
jects amounts to a projected Rps 271 bil- 
lion over 1981-87 inclusive. This has al- 
ready been pledged by foreign govern- 
ments and aid agencies. The total domes- 
tic cost during the same period will be a 
budgeted Rps 229.6 billion and Jasa 
Marga hopes to raise Rps 207.2 billion of 
this through bond issues from 1982-87. 
According to this plan, borrowings from 
the state budget (distributed through the 
Public Works Ministry) will end this year 
and will be completely repaid in 1984. Jasa- 
Marga's own revenue from tolls will grow 
progressively, providing additional capital: 
needed for the 20 projects and redeeming 
all bonds in 1992. Ву 1995, Jasa Маг 
should have a surplus of Rps 614.2 billion’ 
from the 20 projects, which will be availa- 
ble for investment in other projects. 

The underwriters, led by a non-bank fi- 
nancial institution, Ficorinvest, are now 
preparing for an issue of Rps 23.7 billion 
for 1982. They are considering five-year 
bonds with a pre-tax yield of 15-1696, 90% 
of which will be sold in bearer form. There 
will be a final 5% withholding tax on 
bonds traded at the stock exchange. As is 
the case in share purchases, no fiscal in- 
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\ vestigation will be conducted on sources 


_ of funds used to purchase the bonds. 
Anticipating that it will be mainly in- 
` Stitutional investors which will make the 
bond market, particularly the secondary 
jmarket, the underwriters sounded out 
Bank Indonesia, the central bank, on 
whether it would be prepared to consider 
bonds as part of secondary reserves or 
would exempt them from limits on credit. 
The answer was no on both counts though 
the underwriters are hoping that the cen- 
tral bank will change its mind in future. It 
has, however, agreed to provide a redis- 
counting facility for bonds owned by fi- 
nancial institutions. 


4 es underwriters are also seeking ap- 
proval from the Capital Market Execu- 
tive Agency for normal over-the-counter 
trading of bonds. The 1979 regulations say 
that bonds should be traded on thestock ex- 
change and that, “except in particular 
cases," over-the-counter trading is al- 
lowed only in the primary market. A re- 
lated request is that tax facilities granted 
to bonds traded on the stock exchange be 
granted equally to those traded over the 
counter. The agency is now working on a 
revision of regulations and is likely to 
comply with the prospective market mak- 
ers’ requests. 

Some observers wonder why the au- 
thorities chose Jasa Marga, a relatively 
unknown entity, as the first issuer on the 
bond market. A household name such as 
Garuda, Pertamina or Telecommunica- 
tions Corp. might have been a better 
choice, they say. Others seem to feel that a 
bond issue by Bank Indonesia itself would 
have been even more interesting. There is 
great public confidence in the central bank 
and if small-denomination Bank In- 
donesia bonds were traded in the bank's 
offices or even at state bank branches, a 
secondary market might develop in a short 
period, it is argued. The authorities are, in 
fact, preparing a flotation by powerful 
Bapindo, the Indonesian development 
bank, and indications are that they are also 
consideringissues by Bank Indonesia. 

The decision to launch a rupiah bond 
market at this juncture is viewed by some 
observers as ill-timed. They say that, 
faced with the rupiah's slide against the 
US dollar and the absence of exchange 
controls, no one will invest in the instru- 
ment except under duress. Consequently, 
the innovation would only introduce 
another element of artificiality in an al- 
ready rigidly regulated financial structure. 
Instead, it is argued, what is needed is a 
dollar-linked rupiah bond market, though 
this would only mean that the issuer took 
on the currency risk in the interest of the 
investor. 

But not everyone is so gloomy about the 
prospects for the proposed new market. 
Optimists point to the large and growing 
deposits held by the insurance companies 
and pension funds which can only be in- 
vested domestically. A bond market 
would provide a new outlet for these 
funds, they say, adding that the important 
point is to get the market started. The fine 
tuning can come later. a 
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Hongkong's first bank run since the 1965 crisis points up 
the hysteria now lurking below the territory's surface 


By Philip Bowring 

Hongkong: The territory has experi- 
enced its first bank run since the 1965 
banking crisis. On September 7 hundreds 
of depositors queued outside offices of the 
Hang Lung Bank. The run was eventually 
stemmed when the Chartered Bank made 
available a sufficient quantity of notes to 
meet Hang Lung's demand liabilities. But 
heavy withdrawals continued long after 
Official statements from the government 
pronouncing Hang Lung to be sound and 
describing as "baseless and unfounded 
rumours surrounding certain locally- 
incorporated banks." 

The run was generally attributed to 
popular (but apparently incorrect) 
rumours of a link between Hang Lung and 
the Tse Lee Yuen chain of jewellery shops 
which had closed its doors the previous 
day. Hang Lung is particularly strongly 
represented in the New Territories, where 


bus ыг... oo 
s problem: wages of a rumour. 





the head of Tse Lee Yuen, C. C. Tse, is 
also a well-known figure. 

Hang Lung is controlled by a company 
called Grand Alliance which is owned by 
quoted, but little-traded, Federal Amal- 
gamated Corp., in turn a vehicle of a 
group of Chinese businessmen from 
Southeast Asia. It has historical links with 
the Overseas Trust Bank group. Hang 
Lung is a medium-sized bank by the stan- 
dards of locally-incorporated institutions 
with total assets of HKS$4.4 billion 
(US$727.3 million) and net assets of 
HK$183 million. 

There was no evidence to suggest that 
Hang Lung had suffered losses significant 
enough to cause a crisis of confidence. In- 
deed, it is regarded as cautiously managed 
and having substantial Hongkong dollar 
liquidity — though published figures, as 
with all Hongkong banks, are so skimpy 
that it is hard to pin down. Hang Lung is 
quite highly geared, with deposit liabilities 
23 times capital and reserves. It has been 


expanding fast — deposits rose 54% and 
advances 42% in the year ended March 
1982. 

There was no suggestion that the crisis 
of depositor confidence was in any way 
linked to concern about the future of 
Hongkong. 

However, rumours are part and parcel 
of business life in Hongkong and have not 
always proved unfounded. Given the gen- 
eral uncertainties surrounding financial 
institutions around the world, it was not 
altogether surprising that such concerns 
could arise in Hongkong. Failures have re- 
cently been seen in better-regulated bank- 
ing environments than that of Hongkong. 

Traditionally, failures — in Hongkong 
as elsewhere — have followed excessive 
expansion of credit, particularly to such il- 
liquid sectors as property. Hongkong has 
seen several successive years of annual 
credit increases of be- 
tween 35-4095, much 
of it for the purchase of 
property which has re- 
cently fallen sharply in 
value. - 

In Hongkong, it has 
primarily been the 
foreign banks rather 
than locally incorpo- 
rated ones which have 
been the extravagant 
lenders. It has also 
primarily been the 
foreign banks which 
have taken advantage 
of the situation 
whereby liquidity can 
be created almost at 
will because offshore 
inter-bank liabilities 
are not netted off 
against assets. How- 
ever, if depositors get nervous they do not 
always stop to consider such distinctions. 

The Hongkong authorities, with the 
help of the leading banks, should have lit- 
tle problem in stemming any runs on 
smaller banks. However, the Hang Lung 
incident was evidence of the hysteria 


which lurks not far below the surface of ` 


Hongkong at present. While small de- 
positors may worry about the banks, any 
significant problems within the financial 
sector are feared to lie with the deposit- 
taking company (DTC) sector. 

Some of the DTCs — even some dig- 
nified by the status of being licensed 
DTCs, enabling them to take short-term 
wholesale deposits — are little more than 
fronts for property development. The cost 
of funds in the market for several of them 
compared with that of top names is be- 
lieved to have been rising in recent weeks, 
and some institutions are known to have 
stopped lending to DTCs which are not 
majority-owned by banks. a 


IE, LL bol, 


MEDIA 


A 


Queueing to vote in April; Tan: no more special treatment. 
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: Publish and be damned 


Malaysia's English-language dailies go through worrying 


By Jeffrey Segal 

Kuala Lumpur: Malaysia's English-lan- 
guage daily press is having problems. At 
the National Echo, one of the country's 
oldest newspapers, à deepening financial 
crisis is threatening its existence. At The 
Star, its competitor for the morning tab- 
loid market, political pressures from the 
government are building up. And over at 
the New Straits Times — which sells twice 
as many copies as the other two together 
— a major management overhaul is cast- 
ing a question mark over how the paper 
will be run in future. 

The National Echo's problems date 
from 1975 when, after 64 years in Penang 
the newspaper moved to Kuala Lumpur, 
switched its format from broadsheet to 
tabloid and changed its name from Straits 


. Echo to the current title. From being a 
. profitable locally based publication, the 


Echo soon became a weak competitor on 
the limited national English-language 
market. Circulation plunged from the au- 
dited 35,000 peak of the early 1970s and 
profits soon turned to losses. 

A string of ownership changes followed 
as the Echo's difficulties grew. Control of 
the publishing company, Straits Echo 
Press (1951), an unlisted private com- 
pany, rapidly passed from the Yeap Hock 
Ho group (which ran Ban Hin Lee Bank) 
to K. K. Liew of Premium Finance, and 
then to Tarcisius Chin, now a director of 
motor dealers and assemblers Cycle and 
Carriage Bintang. Chin is related by mar- 
riage to Goh Cheng Teik, a deputy minis- 
ter in the Prime Minister's Department. 
Late in 1980 effective control was said to 
have moved again to a group of individu- 
als clustered around Tan Koon Swan, 
managing director of both Multi-Purpose 


. times, with one in danger of bankruptcy 


Holdings. the investment arm of the 
Malaysian Chinese Association (MCA), 
and property, finance and commodities 
group Supreme Corp. 

Tan, who also sits on the central com- 
mittee and presidential council of the 
MCA, told the REVIEW he was only “dis- 
tantly associated" with the Echo through 
his interest in the Chinese-language Shin 
Min Daily News, which in turn has a stake 
in the Echo. Tan said he and *a few 
friends" were helping the Echo “in a pri- 
vate capacity." Their help has been quite 
substantial. Since their entry two years 
ago, sources said, the group has pumped 
some M$4 million (US$1.7 million) in 
loans into the ailing newspaper, though 
Tan said the amount was "about half 
that." 


Av immediate impact was a surge in 
the Echo's wage bill as the paper sud- 
denly made lucrative offers to journalists 
at rival outfits. Tan "gave V. К. Chin 
[then managing director] a green light to 
employ the best in town," said a long-serv- 
ing Echo staffer. “The sky was the limit" 
for salaries, and defections — particularly 
from Business Times, a financial daily in 
the New Straits Times stable — soon fol- 
lowed. 

Editorial coverage changed too, 
sources said. At first, though there was no 
direct influence from Tan on day-to-day 
affairs, some Echo writers and sub-editors 
were said to have greatly increased the 
space given to Tan's speeches and ac- 
tivities. “It reached the point that it be- 
came embarrassing," said one newspaper 
executive. "He was being accused within 
and outside the MCA of using money to 
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n toned down and 
April general election, in which Tan won a 
key seat in Kuala Lumpur from the oppos- 
ition, the paper gave him no special treat- 
ment. 

Observers said that if Tan had applied 
his business skills more directly to the 
Echo the paper's current financial pro- 
blems might have been averted. Instead, 
after Tan's group became involved, wor- 
sening economic conditions and a shrink- 
ing advertising market put а severe 
squeeze on the paper's operations. The 
Echo's circulation — already below 
10,000 two years ago — has now plunged 
to just 3-4,000, sources said. Newsven- 
dors, reportedly angry at being over- 
loaded with unsold copies from the 10,000 
print run, are said to be refusing to handle 
the paper. The number of pages was 
halved this year to 16 and advertising is 
now largely restricted to cinema publicity. 

Journalists have begun to desert the 
Echo too, partly because of the paper's in- 
security and partly because of what one 
staffer called the “perennial” problem of 
salaries being paid late. Managing direc- 
tor and group editor Datuk Mohamed 
Sopiee, a former MP and diplomat, has 
been unpaid since taking over last 
November. The business desk. once the 
envy of other newspapers, is down from a 
staff of 10 to just one, and the overall 
number of reporters has sunk to fewer 
than 12 — less than half the normal com- 
plement. 

The Echo's debts, meanwhile, have 
soared to a reported M$14-15 million, in- 
cluding nearly M$4 million owed to Shin 
Min, which supplies the paper with news- 
print. On July 2 another major creditor, 
Bank Bumiputra, appointed accounting 
firm Ernst and Whinney as receivers. A 
voluntary compensation plan was drawn 
up, offering creditors 20 M cents on each 
M$1 owed, and by the deadline of August 
31 imposed by the Echo's board, lenders 
representing 65-70% of the total debts 
were said to have accepted. 

That still fell short of the 75% which the 
board was seeking, however, and a final 
meeting of directors was scheduled for 
September 8 to decide whether the offer 
should be extended. If it is not, the Echo 
could be declared bankrupt and closed. If 
it is extended and the necessary accep- 
tances come through, several alternatives 
present themselves. One is a greater, 
more public role for Tan, who told 
the REVIEW he would restructure the 
paper's ownership and organisation and 
inject capital from new sources. A second 
— which Tan's group apparently opposes 
— is for a buyer to be found. Sources said 
there is no shortage of potential purchas- 
ers, some of whom are prepared to pay 
sums in excess of M$5 million, principally 
to take over the Echo's valuable publish- 
ing licence, a permit renewed annually by 
the government. One possible buyer was 
said to be the cooperative arm of Sabah's 
Berjaya party, which already owns about 
à fifth of the Echo's shares. 

A third alternative is for the Echo to re- 
emerge from its current crisis as an after- 
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Mail in the Tics Lumpur area, with a 
later edition freighted to other parts of the 
= Country to appear there the next morning. 








Y . The Review was told the idea had been 
| discussed over the course of thé past year 
= with The Star, and could involve some 


` form of management or editorial tie-up 
between the two publications. 

The approaches to The Star indicate 
that the Echo has finally acknowledged 
that the battle for the morning tabloid 
readership has been lost. The Star's sales 
| rose from 46,000 in June 1978 to 87,000 by 
- the end of last year and approached the 
- 100,000 mark early in 1982. Since then, 

| however, circulation has been “stagnant.” 

. according to a senior executive. Frequent 
breakdowns of The Star's elderly printing 
| press are blamed for the flattening of the 
wth curve. The start-up of a new M$8 
— million plant later this month is expected 
0 remove the bottleneck and quadruple 
ч А printing capacity to 60,000 copies an hour. 
But profits at parent company Star Pub- 
- - lications — headed by managing director 

— H'ng Hung Yong, an MCA senator — 
- ^ have also reached a plateau. The company 
| turned in a first-ever net profit of M$1.2 
million in 1980 after accumulating losses 
. of M$4 million i in its first nine years of life. 


; . MSI.T million and 1982 income is ex- 
= pected to be similar. 


t the same time Star Publications’ lia- 
3 bilities have shot up, reaching M$11.2 
p million by last December from M$4.1 mil- 
- Поп a year earlier. The total includes 
M$4.4 million from holding company 
| Huaren Holdings, an investment vehicle 
— of the MCA which bought control of the 
_ paper in 1977. The party's total share — 
| Including small stakes held by Multi-Pur- 
.. pose and the KSM cooperative (an organi- 
sation dominated by MCA members) — is 
- now put at 75%. Star Publications execu- 
de: tives feel a major capital injection is badly 
needed. A three-for-two rights issue of 5.8 
— million shares allocated last March was 
Ko used to purchase new premises in Kuala 
—. Lumpur. 
| Моге immediately worrying for The 
| Star is an apparent squeeze on its editorial 
. coverage by some quarters in the govern- 
= mept, which sources saw as stemming 
b from its analytical pre-election coverage 
іп April. For the past three months, for 
E ` example, staff from the paper have been 
- banned from Radio and TV Malaysia 
— (RTM). Their access to certain govern- 
ment departments and officials is also said 
to have been cut down and the regular 
flow of information items from the gov- 
ernment has begun to dry up. The usual 
practice of government departments and 
financial institutions to advertise only in 
the New Straits Times and its sister publi- 
cations is said to be hurting advertising re- 
venues. And The Star's application for a 
licence for a Malay-language daily made 
earlier this year is also said to be in 
jeopardy. 

l In the past, the main beneficiary of the 
Е: problems of the two tabloids has been the 
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through the ate 1970s from 170,000 in 
September 1978, to 197,000 three years 
later and to a peak of 206,000 last April. In 
May and June, though, the-figure fell 
slightly to 203,000 and is said to have slip- 
ped back further since. Profits, too, may 
have passed their peak. After growing by 
an average 36% a year between 1977 and 
1981, to M$32.2 million in the 12 months 
ended August 31, 1981, pre-tax income in 
September-February dropped 11.5% to 
M$15.5 million, reportedly due to high 
newsprint costs and salary settlements. 

A more immediate source of concern, 
though, is the future of the New Straits 
Times' managerial and editorial policy fol- 
lowing a recent reshuffle of directors and 
executives. The changes, which took ef- 
fect on September 1, came two months 
after a change at the top of Fleet Holdings 
— a vehicle of the United Malays National 
Organisation (Umno) — and its wholly 
owned operating arm Fleet Group, which 





owns 55.9% of the New Straits Times’ 
publishers, New Straits Times Press. A 
further 20% is held by the parent company 
of Singapore's The Straits Times, Times 
Publishing. 

Since July both Fleet companies have 
been chaired by Daim Zainuddin, the 
chairman of Rakyat First Merchant Bank- 
ers and of Peremba, an investment sub- 
sidiary of the state-owned Urban Deve- 
lopment Corp. Daim, said to be a close ad- 
viser to Prime Minister Datuk Seri 
Mahathir Mohamad, is also reported to 
have recently bought a 51% interest in the 
local operation of Banque de l'Indochine 
et de Suez. 

Only two of the seven members of the 
former New Straits Times Press board are 
being retained. One is Datuk Junus Sudin, 
whom Daim replaced at Fleet and whose 
95% block of shares in Fleet Holdings — 
held in trust for Umno — is said to have 
now been transferred to Daim. Junus, 
who had been widely expected to step 
down at the New Straits Times Press in 









staying on is former edit or-in-chief Tan Sri 
Lee Siew Yee. 

But off the board go five men: former 
chairman Tan Sri Sheikh Abdullah Sheikh 
Abu Bakar: Zakuan Аш, who also loses 
his post as managing director; group 
editor Noordin Sopiee (son of the Echo's 
editor); deputy managing director Nik 
Ibrahim Kamil, and Cheah Cheng Kooi. 
And in come two new faces: lawyer Azzat 
Kamaludin and Salim Cassim, a doctor in 
a Kuala Lumpur group practice. 


he retention of Junus — who is seen as 

an associate of Finance Minister Tunku 
Razaleigh Hamzah, beaten in the fight for 
the deputy prime ministership last year by 
Datuk Musa Hitam — is said to be due to a 
contractual tie which he has with the New 
Straits Times Press. Sources said his func- 
tions would be largely non-executive. 

The entry of Azzat and Salim was seen 
as more directly politically motivated. 
Azzat himself holds only a minor Umno 
party post in Johor but his brother Ismail 
is Musa's political secretary. Salim is said 
to be close to Daim and also has a seat on 
the board of Koa Discount House 
alongside banker Datuk Azman Hashim, 
who in turn sat on Fleet Holdings' board 
until recently. 

Sources said that until the new board 
meets on September 16 it would be dif- 
ficult to assess the implications of the 
changes. Some saw the moves to stream- 
line the board as being in the interests of 
efficiency, while others said they reflected 
the desire of the so-called 2Ms' (Mahathir 
and Musa) government to seat more sym- 
pathetic figures at the papers helm. 
Musa's office is known to have been di- 
rectly involved in the selection of the new 
appointees. 

But others said the changes could indi- 
cate that Daim was taking a stronger grip 
on the company. The reduction in the size 
of the board from seven to four — includ- 
ing two inexperienced men and a third 
seen only asa figurehead — and the simul- 
taneous dissolution of three important 
executive committees are seen as shorten- 
ing the distance between Daim and the in- 
dividual editors’ desks. 

The official announcement of the 
changes stated: “All policies includin 
editorial policies will be decided by ithe] 
New Straits Times board after obtaining 
prior approval from [the] Fleet Group 
board” — made up of Daim, Junus and his 
feplacement as chairman of Malaysian 
Mining Corp., Mohamed Desa Pachee. 

Sources said Daim was already “ac- 
tively involved” in the day-to-day running 
of the paper. Noordin’s role could weaken 
further if: as is expected, former Internal 
Security Act detainee Samad Ismail re- 
turns to the New Straits Times soon as 
editorial adviser. Samad, then managing 
editor, was arrested in June 1976 for in- 
volvement in communist activities and not 
released until after a second TV confes- 
sion in February 1981. He is currently 
part-time adviser to The Star's two Malay- 
language schoolchildren’s s magazines. gy 
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[А dip at Cheung Kong | 


Two of Hongkong's biggest companies 

ver January-June 

1982. Property iny Cheung Kong 

(Holdings) reported an 8% drop in pro- 
‘fits i к 7 million 


Whampoa which Cheung Kong holds 
ceeded: market ex- 


Ka-shing has 
‘halt’ rebates its to 


à dip: below 
усаг, incon- 


\ ustralian mining: 


-—Ltd. rose to 

2.9 million) in the 

, but» would have 

y greater if directors 

to equity account the 

take in Energy Resources of 
operator of the Ranger 


| Australia, 
“uranium mine. Energy Resources con- 


_ | tributed A$11.1 million to Peko's re- 


“suits. However, extraordinary. losses, 
provisions and write-offs totalled A$56 
million, which took the final operating 

isto A$69. 2 million. Turnover was sta- 
at A$565.1 million (previously 

'A$561.5 million). No final dividend has 
been recommended. 


Bougainville hit hard 


Bougainville Copper Ltd, operator of 
the large open-cut Panguna copper and 
gold mine in Papua New Guinea, lost 
Кіпа 14.6 million (US$20.6 million) in 
the six months to June 30 due to the 
tremely depressed price of n 
;.no. improvement. in -cO 


sight, directors have oret that losses | 


may continue in the present half. ` 

Joss is a sharp reversal fr 

12.6 million. net profit i 

corresponding period. 
ll have а. significa 


. formed well. 


— BRIAN ROBINS | 


om the Kiha : 


items amounted to HK$54.5 million. Li 
added that the world recession and high 
interest rates had persisted longer than 
expected and that the damage done to 
the market would take time to heal. 
Hutchison's half-year profit accrued 
from turnover of HK$1.76 billion, up 
9% from HK$1.61 billion for the same 
period ‘last year. Extraordinary profits 
were HK$19:7 million. In his interim 
statement, chairman Li noted that a sub- 
stantial portion of group earnings — esti- 
mated at 40% — derived from property. 
The good results achieved during the 
first half arose from timely pre-selling of 
some developments, he said, adding that 
most of the group's other businesses per- 
Forecasting reasonable 
growth for the-second half, provided 
there was no further deterioration in the 


|. local economy, Li said the group's ex-. 


ceptionally healthy balance sheet and 


cash position gave it a strong defence in | 


difficult times while allowing for further 
profitable investment should oppor- 


7.5% and proposed a one- ne gh 
issue of 121.3 millioi M$ h es ob 


million) for 
A$57.9 milli 


tunities arise. An interim dividend of 15 | s 


cents was. set (13 cents previously). A 


, half-yearly dividend of 5.235 cents was 


paid in June on the company's par- 
ticipating preference. capital. 
~~ CHRISTOPHER WOOD 


Papua New Guinea economy, in which 
Bougainville has a major role. 

Group revenue fell to Kina 100 million 
(Kina 145.9 million previously). Produc- 
tion of contained copper rose to 82,070 


tonnes, up from 80,062 tonnes previ- ; 


ously, while gold production jumped to 
8,470 kgs, up from 7,516 kgs previously. 
The average grade of ore mined by 
Bougainville -is still falling, though 
higher metal production is possible, due 
to a new crushing mill which was in- 
stalled recently. . — A CORRESPONDENT 
A Supreme effort 

Post-tax profits at Malaysian finance, 

property and commodities group Sup- 


“reme Corp. — headed by leading Malay- 


sian Chinese Association politician Tan 


„Кооп Swan — more than doubled from 


M$3.3. million (US$1.4 million) to 


- M$6.8 million in the year to June 30, on 


turnovér 23% higher at M$153.7 mil- 
lion. Group earnings at the pre-tax level, 
though, showed а тоге modest gain of 


|. 18% to. M$12 million, way down on the 


M$23 million forecast issued last year in 
connection with a string of property ac- 


quisitions. Gross income in 1981, at 


M$10.2 million, had also fallen short of 
ompany's forecast by 25%. In 1979, 
gs before tax had been 19% 
n forecast at M$7.3 million. 
“adverse operat- 


been recommended, 
payout of 2.5 cents à s 


Diversified Philippine Brewery and fox 
group San Miguel Corp. suffered a. 
cline in profits in the first half of 1982 ài 
said it expects, at most, only a ‘mode 
improvement for the full year in view 
the harsh business climate. Its‘net pro 
dropped to P147.2 million" (USS17: 
million) from Ф? 164:6 million in the same 
period last year, down by 11%, though 
net sales at P2.68 billion showed a 2% 
rise over the previous P2.63 billion. 

San Miguel president Ernest Kahn: 
tributed: the decline to a weak 
low export prices and high ' 
costs. The cost increase was 
mainly to the upward push re 
from a de facto devaluation ӨГ 
and high interest rates. Kahn reporte 
only a modest improvement im salés- of 
beer, the biggest revenue source. 

He estimated that for the full year 
the company would post net income and 
net sales of P295 million and-P5.35.b 
lion respectively. Compared with corr 
ponding figures last year, growth 


| about nil for net income, 4% for 


— LEO GONZ 
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The bull 
ine 
: ái ost Asian markets turned bullish in 
... A "the period to Sept? 6 — greatly helped 
by New York’s strong performance — and 
- particularly impressive . advances were 
seen in Malaysia and Singapore, both 
ks uch depressed in recent months. Only 
n ew Zealand and Seoul bucked the trend. 


- Kuala Lumpur 


Раў 
"T he market turned bullish again after the 
_ previous period's pause, with Fraser's In- 
- dustrial Index gaining 183.71 points to 
Close at 2,291.02, its highest level for more 
than six weeks. Buying trends again 
closely followed movements on Wall 
_ Street, and the 70-point rise on Sept. 6 was 
_ Seen as a direct reaction to Friday's sharp 
— increase in New York. Turnover rose 30% 
10 33.4 million units — another high for 
the year — even though the exchange was 
osed on Aug. 31 to mark National Day. 
he most heavily traded stock for the third 
week running was property, finance and 
— commodities outfit Supreme Corp., which 
cently announced a doubling in profits 
r the year to June. Supreme closed 56 M 





s are back — 














A x ESI: 


$ 


cents (24 US cents) up at M$3.40 on turn- 
over of 4.1 million units. Most industrial, 
financial and property counters , per- 
formed strongly, though the biggest single 
rise came at tin counter Pengkalen 


* 
Singapore 
The market advanced with more convic- 
tion than had been the case for some time, 
following a pattern. now evident in New 
York. As on Wall Street, institutional in- 
vestors appear to be reducing cash posi- 
tions for the time being, though the trend 
may slow in coming weeks. The Straits 
Times Industrial Index closed the period 
at 663.64, a pain of 41.78 points. Fraser's 
Industrial Index gained 246.52, ending at 
3,856.80. Volume was heavy, reaching 
more than 12 million shares in the final 
session. 


New Zealand 


Turnover remained low, with price falls 
recorded among the leaders following 
news of a sharply increased balance-of- 
payments deficit. Caution prevailed, with 
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investors sensitive to developments both 
locally and abroad. Towards the close 
there was increased buying support. 


Australia 


Firmer base-metal and gold prices under- 
pinned improved trading on share markets 
with both prices and turnover advancing. 
The Australian. All-Ordinaries Index 
closed trading at 494.5 points, up 12.7 for 
the period. Buyers were still ignoring in- 
dustrials, preferring resource stocks. The 
metals index moved ahead an impressive 
26.7 points to finish the period at 433.8. 
Trading was taking its lead from copper 
and gold prices, and most mining stocks 
were expected to continue rising as the 
prices of both metals continued to firm. 


Hongkong 


The Hang Seng Index finished the period 
at 1,084.8 points, up 36.2. But the mar- 
ket's performance would have been better 
were it not for persistent bouts of profit- 
taking which point to continuing caution 
on the part of investors. On Sept. 6, an ad- 
vance was disrupted by reports that a 
major local gold and jewellery firm, Tse 
Lee Yuen, was in financial trouble. At the 
close, the index was up just 8.6 points, 
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well off the day's highs. The index's 
sharpest single-day movement was on 
Sept. 3 when it pushed ahead by 28 points 
as investors reacted favourably to the re- 
sults of two major local firms, Cheung 
Kong and Hutchison Whampoa. Cheung 
Kong's profit decline of 8% in the 1982 
first-half was generally regarded by inves- 
tors as acceptable; While Hutchison's 39% 
profit increase was above expectations. 


Tokyo 


Confidence was boosted by continued 
buying by foreigners which, though on a 
small scale, was sufficient to stimulate 
purchases by dealers for their own ac- 
counts. Improved shipment figures in July 
for consumer electronics drew renewed 
investor interest to this sector. The market 
was still essentially riding the coat-tails of 
New York, though with much less vigour. 
The Nikkei-Dow Jones Average closed at 


7.219.33, up more than 100 points for the . 


period. 


Seoul 


' Share prices fell broadly and substantially 
for the fourth consecutive week as the un- 
certain economic outlook continued to 
take its toll. On Sept. 2, after President 
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Chun Doo Hwan returned from a tour of 
Africa and Canada, blue-chip construc- 
tion and electronics shares rose slightly 
but failed to hold their gains. Analysts ex- 
pect the bearish mood to continue. At the 
end of the period the composite share 
price index was down 6.5 points, closing at 
160.8. 


Bangkok 


Apart from a pause on Sept. 1, buyers 
were out in force, as recent strong perfor- 
mances prompted both veteran and new 
investors to enter the market. An an- 
nouncement on Sept. 2 that major banks 
were cutting lending rates also helped. 
Average daily turnover was Baht 105.6 
million (US$4.6 million) while the Book 
Club Index posted a 1.49-point gain to 
close at 109.25, 


Manila 


Under the impetus of a gold-price surge. 
the mining sector index moved past the 
1,000 mark to reach 1,040.04, up from 
990.45 a week ago. Trading tempo, how- 
ever, was less than brisk as only 791.4 mil- 
lion shares, worth P 18.6 million (US$2.1 
million) changed hands, less than the pre- 
ceding week’s turnover. Gains among 
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higher-priced mines ranged from P1.30 
for Atlas to P3.50 for Benguet and. 
among lower-priced mines, from a quar- 
ter-centavo for Lepanto to a full centavo 
for Philex. Gainers among commercial-in- 
dustrials included First Holdings and San 
Miguel, the latter despite a reduced first- 
half net income. In oils, issues with stakes 
in wells being drilled by Phillips were the 
fast movers. Analysts said they expect a 
livelier market and are looking for gains in 
the coming weeks. 

Taipei 

The market remained bullish in response 
to a reduction in interest rates and the in- 
fluence of Wall Street. Cement and con- 
struction issues led the advance. Analysts 
have detected a firming in the property 
market, which has been in a two-year 
slump. The average weighted price index 
rose 9 points to close at 456.13. Average 
volume was up slightly to NT$570 million 
(US$14.25 million). 
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If risk is an essential part of your | 
business life, then surely safety should be 
y our priority for your private trust account. | 


: d-wide reputation for handling and 
trust and TT accounts | is s 
| to 





foreign currencies as well sce majorir 
Stock, bond and bullion marke 
importance of шо aday! 
























































Minolta PPCs make perfect 


We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
making perfect halftone copies is a 


lot like making toast: its easy to make 


them too light or too dark. Most 
conventional copiers cannot CODy 
halftones faithfully: their halftone 
copies are usually too white or too 
black 








Our PPCs give the user out 
standing halftone reproduction 
halftone copies that are often cleaner 
and crisper than even the original 
And, naturally, line portions and solid 
portions that are made with great 
clarity and precision. too 

Minolta PPCs combine many 
advanced technologies 


their superior halftone cor 


to give then 





and consistency. One. the Minolta 
Micro-Toning Syste 

reproduces the tonal 0 
the original while applying a more 


uniform deposit of toner onto the 





copy paper. A “softer image is thu 
derived, giving superb definition to 


halftone copies 


Our Automatic Image Density 
Control and Automatic Bias Adjust- 
ment systems help insure that each 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs. dials or levers. With no 

oops, too light... oops. too dark 
halftones and a wastebasket over- 
flowing with expensive discards 

Consistently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly. line 
and solid portion copying is a snap 

And that. folks. is why Minolta 
EP-series copiers are known as 'the 
toast of the town’! 








EP710/EP530R/EP530/EP320/EP 310 


EP710 


EP310 








See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors: 


Taiwan: Aurora Corporation 8!h Fi 





Taipei Phone. 563-9971 
Hong Kong: Minolta Hong Kong Ltd.6 /- 71 Chott 4000 Soutt 
Ünenta entre. Kow n Pr e 4-6 /bU' 

Singapore: Minolta Singapore (Pte) Ltd. 5th Floor Ста! Hong E 
110, Middle Road, Singapore 0718 Phone 336544 

Malaysia: City Marketing Sendirian Berhad Lot 3. Jalan 223 
'etaling Jaya, Selangor Phone 576218 


Thailand: Technical Supply Co. Ltd. 1808-1812 K 
Kloengtoey Bangkok 10110 Thoilond Phone / 
Philippines: Floro Enterprises, Inc. 500 C Palanca Street, Quiar 
Manila Phone 48-28-91 

Indonesia: РТ. Perdana Nirwana Abadi Co. 6 78, JI. Krekot Raya 
Jakarta Pusat Phone 372609 
India: Methodex Systems Pvt. Ltd. 60 7-8 Meghdoot 94 Neh 
New Delhi-110019 Phone 682475. 68 

Pakistan: Allied Equipment Ltd. First Floor, Nelson Chambers. | 
Chundrigor Rood, GPO Box 680, Karachi Phone 21014 
Banglodesh: Brothers International Limited G PO Box 7f 
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iue Jawaharlal Nehru once remark- 
ed, continues to live in the bullock-cart 
age. And that is a sentiment which is still 
true today, despite the country's recent 
leaps into space and other technological 
advances. Moreover, India has a long 
way to travel by bullock cart before the 
country can think of graduating out of it. 

One area in which technology has not 
gone very far is in relation to the bullock 
cart itself. After 35 years of research de- 
voted to its improvement, Indian farm 
scientists are now looking elsewhere for 
better answers. A lot of attention has re- 
cently turned to Melbourne, Australia, 
where Fen Gerrand, a civil engineer, has 
designed a wheel that he says will cost 
only about a fifth of the traditional In- 
dian cartwheel. 

Gerrand's prototype of a bullock-cart 
wheel is now undergoing tests at the civil 
engineering department of Melbourne 
University. A traditional Indian bullock 
cart carries a load of up to a tonne. An 
improved version now being used can 
carry two or three times that much. But 
only about 5% of India's more than 14 
million bullock carts are of the improved 
variety. The total is expected to double 
within a decade, which makes quicken- 
ing the pace of modernisation of the cen- 
turies-old cart so much more important. 

A dozen Indian tech- 


LETTER FROM NEW DELHI 










Thus the emphasis on low cost in the 
Melbourne creation means it has a 
chance of scoring over the rest. "The 
traditional 4-ft-diameter bullock-cart 
wheel is a work of art that might take a 
craftsman a month to make,” Gerrand 
points out. “But in India, for example, it 
costs a labourer 100 days’ pay.” Having 
earlier experimented with cheap and 
easily built wheels for wheelbarrows, 
handcarts and animal-drawn vehicles, 
Gerrand came to India in 1980 to study 
its transport systems. The bullock-cart 
wheel that he has now devised was born 
out of that experience. 

He uses hardwood spokes radially 
spaced inside used truck tyres. They can 
have air-filled inner tubes or the truck 
tyre can be filled with a solid filling of in- 
expensive material, such as discarded 
rubber scraps or coconut husks. Hubs 
and axle are built with standard pipe 
widely available in Asia. And rollers cut 
from mild steel bars serve in place of ex- 
pensive ball bearings between hub and 
axle. The standard-sized truck-tyred 
wheel, Gerrand claims, should not cost 
more than Rs 140 in India and the whole 
outfit “can be made cheaply in cottage- 
industry situations requiring few skills.” 

The crucial test that Gerrand’s design 
faces, however, is in how far it appeals to 
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the average Indian farmer, who has an 
uncanny, almost instinctive, knack for 
looking at the practicality of things. If it 
scores with the average farmer, the con- 
cept could prove revolutionary in a sec- 
tor which involves an investment of 
Rs 30 billion — astonishingly, not much 
below Indian Railways’ Rs 40 billion. 
The bullock cart represents a massive 
economic and employment force in the 
country, and is uniquely placed for short 
and rough hauls for which any other 
mode of transport, including trucks, 
would be uneconomical. According to 
the Planning Commission, up to 95% of 
grain arriving at markets is transported 
by bullock carts. 

However, while Gerrand's innovation 
may eventually mean good news for the 
bullock cart, there is bad news for the 
other half of the team 





nical institutes and uni- 
versities engaged in 
modernising the bul- 
lock cart have come up 
with a number of new 
designs. The Banga- 
lore-based Indian Insti- 
tute of Management 
(ПМ) has come up with 
three different versions 
ranging in cost between 
Rs 1,600 (US$168) and 
Rs 2,500. The efforts so 
far have been directed 
at reducing the yoke 
load on the animals, 
evolving braking sys- 
tems, experimenting 
with ball bearings and 
other innovations to ensure smoother 
movement, and improving the overall 
performance of the cart. Dunlop has de- 
signed special pneumatic tyres for the 
vehicles. 

Yet it is not difficult to see why the 
new designs have not caught on. The 
new carts are beyond the means of most 
people who need them. Even a tradi- 
tional cart is a once-in-a-lifetime pur- 
chase for most owners. Moreover, the 
traditional carts are put to a wide range 
of uses — from transporting people dur- 
ing the dry season to carrying grain to the 
nearest market after the harvest. In the 
circumstances, designing separate vehi- 
cles for goods and people — as the IIM 
has done — is bound to seem over- 
luxurious. 


















Bullock carts: new (top) versus old 
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— the draught animal. 


The  Akhil Bharat 
Krishi Goseva Sangh, 
an organisation 


founded by Mahatma 
Gandhi for the protec- 
tion of bovines in 
agriculture more than 
40 years ago, recently 
reported after a nation- 
wide survey that indi- 
genous bull breeds had 
suffered greatly due to 
continued neglect. The 
report blamed the ex- 
cessive craze for im- 
ported breeds, whose 
resistance to local dis- 
eases still remains un- 
proved, as mainly responsible for the 
deterioration in the Indian breeds. It de- 
manded a reversal of the present stra- 
tegy so that a subtained improvement of 
local breeds can form the cornerstone of 
a long-term dairy development pro- 
gramme. 

The report pointed out that a lopsided 
emphasis on foreign breeds could be dis- 
astrous for the bullock-cart transport 
system. The foreign bull breeds, being 
very expensive, are beyond the means of 
most Indian farmers. And the high cost 
of their maintenance renders them un- 
economical for use with bullock carts. 
To lower the cost of the carriage while 
raising the price of the draught animal 
would, it might be said, be putting the 
cart before the bullock. M. K. TIKKU 
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The NPA connection 


In The consul’s file [REviEW, Aug. 13], 
Richard Nations says the Congress Task 
Force of the Coalition Against the Marcos 
Dictatorship "describes itself as a human- 
rights organisation. However, it is said to 
be run by Filipino Marxists with ill-de- 
fined links to the New People's Army 
(NPA), the military wing of the Com- 
munist Party of the Philippines." 

The description is grossly inaccurate. 
The Congress Task Force has no links 
whatsoever to the NPA. We support the 
National Democratic Front (NDF), a 
broad coalition of groups opposed to both 
the regime of President Ferdinand Marcos 
and American political and economic con- 
trol of the Philippines. The NPA is but one 
of many organisations in this coalition, 
which also includes such groups as Christ- 
ians for National Liberation, the May Ist 
Movement of Workers, Nationalist Youth 
and the Association of  Nationalist 
Teachers. We certainly politically sym- 
pathise with the NPA — as do many hun- 
dreds of thousands of Filipino peasants, 
religious, workers and professionals — 
but this is quite different from having or- 
ganisational links to it. 

Such speculative journalism is irrespon- 
sible, especially in the context of the cur- 
rent drive to repress the Philippine oppos- 
ition in the United States. We are certain 
that the administration will utilise your de- 
scription as one more piece of “evidence” 
in its effort to link NDF sympathisers in 
the US with a “conspiracy” to supply arms 
to the NPA. We hope that in the future 
you will not be party, wittingly or unwit- 
tingly, to President Ronald Reagan's 
drive to curtail the rights to free speech 
and political assembly of people sym- 
pathetic to national liberation move- 


ments. WALDEN BELLO 
Director 
Washington Congress Task Force 











In Singapore, 
stay with friends. 


If you're travelling to Singapore, stay with your friends at 
Holiday Inn. 

At the hub of Singapore's entertainment and shopping 
district, and only a 40-minute drive from the international 
airport, we're just where you want us to be. 

With 600 luxurious guest rooms, each with all the modern 
facilities you would expect from a first-class Asian hotel, we'll 
make you really comfortable. 

And with Western and Asian restaurants, lively bars, a 
rooftop swimming pool, a comprehensive meetings complex and 
a full range of guest services, we'll make your stay in Singapore 
a delightful experience you won't forget. 

We'll make you smile in everything we do — in Singapore. 
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25 Scotts Road, Republic of Singapore 0922. 

Tel: 7377966. Telex: RS 21818. 
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Unfair on Fairbank 


The review of John King Fairbank's au- 
tobiography by Miriam and Ivan London 
[REvIEW, Aug. 20] is most unfair and pre- 
judiced — if not malicious — towards the 
book and its author. The reviewers may 
disagree with Fairbank's attitudes and 
views, but that fact does not justify such 
statements as: “He may have invoked his- 
tory, but it is ideology that he has served." 
Which ideology? The reviewers fail to 
mention that Fairbank has been attacked 
as sharply in China as in Taiwan, and has sales office 
been criticised as strongly by Western — ` 
including American — leftists as by con- 
servatives. Indeed, the distribution of | | 
praise and blame is not the essence of Fair- | A | Holiday Sun’ Singapore | A 
bank's attitude towards China, but the ef- | international-Asia/Pacific i em t 
fort to understand and to explain China's eu A AN 
development to the world outside of M » 
China, in particular the United States — a SS х C 
very noble concern. 

Most out of place is the transposition of 





FAR EASTERN ECONOMIC AFVIFW e SFPTFMRER 17 1082 


Shanghai 


Hong Kong Auckland 


Kuala Lumpur 
Singapore 





And discover the convenience of more direct flights 
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spare, it's nice to know that JAL flies over 70 times a week to 
Tokyo, non-stop, from key destinations throughout Asia. 

JAL also offers a choice of direct flights to Osaka, Nagoya, 
Fukuoka, Kagoshima and Okinawa. 
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may be у 
- call the comparison of ! with Hitler a 
blasphemy. As to the funds provided by 
he Ford Foundation to China studies at 
arvard, the many dozens of publications 
f high academic standard published there 
ive impressive evidence that the best use 
| funds. The alleged 
“hysterical radicalism . . . during the anti- 
Vietnam war movement" mentioned by 
e reviewers: had по: influence on the 
academic standard of the Harvard publi- 
ons. on East Asia. 
know no other person who has contri- 
ed so much to the progréss of Chinese 
udies in the US during the past 50 years 
as Fairbank. And without Fairbank; 
Chinese studies in the 08 would scarcely 
. have reached the heights they сап boast 
“today: - WOLFGANG FRANKE 
E x : Visiting Professor 
University of Malaya 













‘Malaysia 

Das" cover story [REVIEW Sept. 3] 
«exaggerated the issue of the so-called 
Chinese dilemma. Every community in 
Malaysia seems at least to have 
- understood that the 3-R education system 
сапа the Merdeka University issue are re- 
lated to the establishment of a national 
language and one simple thing — unity. 
‘Malaysia cannot afford to have a divided 
community if it is to implement national 
-development and to be a model for the 
world as a country where various commu- 
nities can live in harmony. 
— What does Das mean by saying the 
United. National Malays Organisation 
XUmno) needs the Malaysian Chinese As- 
“sociation (MCA) to win Chinese voters? 
Actually the MCA needs Umno desper- 
*ately to maintain its political power. In- 
deed, Гат sure Umno supporters voted 
for the MCA candidate, Datuk Lee San- 
-Choon, to topple Chan Man Hin of the op- 
position’ Democratic. Action Party in 
Seremban. If there had not been coopera- 
tion between races, particularly Malays - 
and Chinese, the National Front candi- 
¿date would have lost the seat. 

‚Ао, any failure of the New Economic 
Policy should not be blàmed on Malays 
alone. The Chinese have an obligation to 
fulfil the national interest because they 
‘monopolise the economy of the country. 
‘They could, if they wanted to, use their ta- 
lent and skill to provide training courses 
-for Malays. But have they really tried to 
do so? © 
Kuala Lumpur: 
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Three Chinas? 
With the 1997 Hongkong issue and the 
August 17 Sino-American communique 
on United States arms sales to Taiwan 
gaining world attention and concern, it is 
appropriate fo set forth a proposal which 
will immediately, simply and honourably 
Settle the question of sovereignty, thus 
utting the hearts of the people of both 

ories at ease. Hongkong and Taiwan 



























allowed tox 


dynasty. 

At that time, the physical reunification 
of the three Chinas will take place in a 
form of nationhood to be agreed upon by 


the three parties, unless they decide to 


defer the reunification to a later date. 

The mechanics for such a solution al- 
ready exist in the UN. The Soviet Union 
has three votes, because both Byelorussia 
and the Ukraine are members. China, one 
of the original Big Five founders of the 
UN and with four times the population of 
the Soviet Union, should also be given 
three votes. The two new votes would go 
to Hongkong and Taiwan. 


Thus China achieves sovereignty now; 


even before 1997, and in one stunning, 
sweeping, magnificent gesture steps into 
the forefront of a great diplomatic and po- 
litical accomplishment. And, not coinci- 


dentally, the Chinese people become the: 


equals of the Soviets in UN prestige and 
voting strength. 
Bronsville. МҮ i. 


Life in V 


In A tale of two cities [REVIEW. Au 


ARISTIDES LAZARUS 





Peter Hastings gives a graphic description | 


of the situation in Vietnam but, regretta 
bly, he neglects two things. First; he says” 
that his host's purchases of the day re- 
mained exactly as he had left them in a car 
parked іп a crowded Hanoi street. He ap- 
parently forgets how few people in Hanoi 
can use cars and that few would be bold 
enough to steal from a car used by a 
closely watched foreigner. 


| tinue in their present state | | 
until October 10, 2011, the 100th anniver--i 

sary of the freedom of the Chinese people 
from the feudal bondage of the Qing 


























Editor: Derek Davies 
Deputy Editor: Philip Bowiing 
Managing Editor: Howard Coats. 
Regional Editor: David Jenkins: 
Richard Breeze (бершу); 
V. G. Kulkarni (Assistant) : 
Business Editor: Antho 
Paul Sillitoe (Deputy); 
,.. Cheah Cheng Hye fAssistant] ^ 
(f^ News Editor: Mike Maclachlan; 
E Michael Westlake (Dep 
















































Robert Delfs 
+ Genie Gregory f 














* Art Director: Morgan T 
_ Frank Tam (Assistai 













t Hiro Pun 
Edgar Chiu (Associate, 













Tham, 
s.(2708229) 
: Richard Nations (783-6220) 







Secondly, Hanoi has two main sources | f 


of income — aid from Moscow and pay- 


ments by its own people to buy the 
privilege of becoming refugees who then 
transmit dollars or send gifts. including 
whisky, to relieve relatives left behind. 
How then can a bottle of whisky be sold so 
cheaply? Very simple, the rule of supply 
and demand. The starving Vietnamese 
will eat rice washed down with water, not 
whisky. 


Bath. England L. V. THONG 
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Diamond ring 

In A fistful of diamonds [REVIEW, Apr. 2] 
it was stated that: “Given the large 
number of African countries which in re- 
cent years have left the CSO [Central 
Selling Organisation] to market their own 
output, retaining control of Argyle's out- 
put is critical to the future market strength 
of the CSO.” The story named two Afri- 
can countries — Zaire and Ghana. Zaire, 
which produces mostly extremely low- 


| quality diamonds and accounted for about 


2% of the CSO's intake, is the only coun- 
try that has not renewed its contract with 


the CSO in recent years. Ghana is not |. 
even іп: а position to leave the CSO as it. 
. had not sold 


igh that organisation f 
more than 20 years. Ghana's most г 
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- business in containers. In fact we cur- 
du “rently run 17 container lines all over the world. The usua 

















NYK does a pretty brisk 


traffic: TEU's and reefers. We also carry some unusual con- 
_tainers too. Special containers that accommodate such diverse 
1 | cargos as livestock, bulldozers and soy sauce. So if you have 

` а special cargo that is a bit out of the ordinary. Something 
that needs extra special care, give us a call, we're sure we can 
help you. Because we've been pleasing customers like yourself 
for the past 97 yeu 
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producing countries in Af- 
rica which | Il through the CSO, with 
the exception of one — Zaire — have re- 
newed their contracts within the past 12 
months. PETER BRINDISI 
Hongkong : De. Beers: Diamond Information Centre 


Successful succession 

Reader She Ee Erh suggested [Letters 
REVIEW, Aug. 6] that Singapore Prime 
Minister Lée Kuan Yew was playing 
games with the succession problem and 





| that he M apii of quietly practising 


nepotism. * To imply that nepotism is 
necessarily evil is to fail to recognise the 
crucial but delicate issue confronting Sin- 
gapore's survival. Lee is acknowledged by 
all Singaporcans as the symbol of political 
stability in Singapore. That symbol has 
reaped bountiful dividends for the island 
republic, despite overwhelming odds. 
Lee's rule has a glowing track record of 
clean government and efficient adminis- 
tration. To throw it overboard in the name 
of egalitarian democracy and political fair 
play is to court unnecessary risks, if not 
actual economic disaster. Lee's succession 
by his academically brilliant son, if it ever 
came about, would be seen as an orderly 
extension and continuation of that symbol 
that most Singaporeans have come to de- 
sire and cherish. 
Ontario JAY HAIG 


In a nutshell 


Your report on the Philippine coconut in- 
dustry [REVIEW, Aug. 20] again became 
an occasion for you to cast aspersions on 
the industry's leaders and the institutions - 
they have set up. As a Filipino, I am proud 
of the fact that after years of being 
exploited by the multinationals, Filipino 
coconut farmers have finally succeeded in 
controlling their own industry. While Guy 
Sacerdoti in this and previous articles nit- 
picks, he does not look into the antece- 
dents and motivations of the critics of the 
industry, some of whom are actually copra 
exporters who gain from any dislocation 
of the local milling industry. Should these 
critics succeed in destroying the nationali- 
sation of the industry, who would benefit? 
Certainly not the Filipino farmer. 

Makati HORACIO V. PAREDES 


Counting votes 


I enjoyed reading Guy Sacerdoti's article 
Golden boy Brimo [Review, July 23]. 

Allow me to point out, however, that An- 
tonio Garcia did not outvote Henry 
Brimo. He did not pick up more proxies 
and he did not edge out Brimo. Due to a 
quirk in the voting process, for every vote 
Garcia secured, he voted seven times for 
himself while Brimo distributed his seven 
votes per share seven times to support his 
directors. Also, Garcia secured only 567 
proxies while Brimo and the directors re- 
ceived 12,474 proxies. Y 

Manila н “QUINTIN SAN LORENZO 
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Pages 10-12 

Ex-rebel Anwar Ibrahim and ex- 
convict Datuk Harun Idris come in 
from the cold to stamp their per- 
sonalities firmly on Malaysia’s 
ruling party... 


Page 12 


. .. Meanwhile, a Thai communist. 


also comes in from the cold as se- 
vere rifts develop in his party's 
leadership. 


Page 16 
Deng Xiaoping may have assured 
his position as China's 


strongman, but the structure be- 
neath him is more cumbersome 
than ever. 


Page 42 

Papua New Guinea's foreign 
minister visits Jakarta in a bid to 
heal recently opened wounds. 
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Watchdog from within 
Harun's fall and rise 
Thailand: In from the cold (2) 
China: Stalemate in Peking ——— 
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Hu gives advice on the thoughts 
orLenin a ы 
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Confidence prospers under the 
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Goose Green 
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to the political — not | 
kong? Deputy editor Philip Bowring, 
Bonavia and London correspondent 


British Prime Minister Margaret Thatcher's forthcoming visit to 
Peking assumes greater significance with the recent Falklands 
j erisis focusing attention on the position of Hongkong, adminis- 
tered by Britain but claimed by China. Although nothing concrete 
can come out of the meeting, a lot will depend on Thatcher's 
ability to tread softly (without carrying a big stick) and reach 
some sort of compromise to save face all round. Some encourag- 
ing noises as well as some discouraging ones have come from 
Peking. But among the problems are Chinese mi 
and the stated preference of Hongkong's people 
unknowns of Peking's rule. Indeed, the problems run the gamut 
east of which is: how deep is Britain's commitment to Devel 1 


Page 43 

The death of the Lion of Kashmir 
may mean a political shake-up in 
the Indian border state. 


Pages 54-55 

Changes made early this year in 
Malaysia's banking laws seem 
likely to have a more severe im- 
pact on business than was ex- 
pected and may delay the crea- 
tion of integrated trading groups. 


Page 56 

Little seems to have been 
achieved in attempts to resolve 
the ngeneng Japan-West- 
ern Europe trade dispute. 


Page 60- 

The number of Japanese com- 

m with a yento open up shop 
n Britain is falling but London is 
still trying to woo them. 


India: Legacy of a lion 
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for the status 


sconceptions about Hongkong — 
ү эз rather than the 
rom the economic . 


Hongkong correspondent Mary Lee, Peking correspondent 
Daniel Nelson report. Pages 23-28 


Pages 67-74 уз 
Agreement on the shape of world 
economic policymaking 


annual meeting, but achievin 
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is |. 
reached at the World Bank/IMF | 


the new objectives will be difficult 


as ripples from Mexico's prob- — 


lems give bankers nightmares. 


Page 82 


A stock exchange is formed in Sri Se 


Lanka after more than 100 years 


of informal trading. 


Page 84 
outlying areas for bilateral 
economic development. 


Page 87 

Nepal’s politically charged food 
shortage has been artificially 
created by greedy merchants and 
by hoarding. 
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Tax row politician 
has heart attack 


Australian Attorney-General 


| 
I 
2 


Ы 


_ committee 


Peter Durack had a heart at- 
tack on September 13 and is ex- 
pected to be away from parlia- 
ment for at least two months. 
Durack and his department 
have been at the centre of a 
continuing scandal about the 
administration of Australia’s 
tax laws and the failure of the 
government to prosecute bla- 
tant promoters of tax avoi- 
dance schemes (REVIEW, Sept. 
10). Durack had the attack in 


his office late at night after his. 


department had been closely 
questioned all day by opposi- 
'tion senators in an estimates 
hearing. Senior 
- government officials — are 

speculating that Durack may 


— use his ill health to retire from 


politics; if this happened it 
would open the way for former 
- foreign minister Andrew 
Peacock to return to the minis- 
try. — ANNE SUMMERS 


Japan to take new 
look at textbooks 


— The school textbook row in 


which Japan has been attacked 
- by a number of Asian countries 
for altering its war record 


— (REVIEW, Aug. 20) has sub- 
_ sided. China and South Korea 
— «have expressed understanding 


be 


ЖЕ" үз eos 


forthe Japanese Government's 

peo to convene the Textbook 

rch Council promptly to 

deal with the disputed pass- 

ages. Based on the council's re- 

` commendations, the Ministry 

of Education will issue an 

` explanatory bulletin to history 
teachers. 

The textbooks themselves 

will not be rewritten until 1985. 

By then new screening proce- 





dures for historical texts. will 
have been implemented and 
though these actions clear the 
way for Prime Minister Zenko 
Suzuki's visit to China from 
September 26 to October 1, 
China may seek further clarifi- 
cation of the Japanese Govern- 
ment's plans at that time. 

— HIKARU KERNS 


Going home 
to father 


Ten Amerasian children are to 
be allowed to be reunited with 
their American fathers by the 
Vietnamese Government, the 
Pearl S. Buck Foundation said 
in Philadelphia. They are ex- 
pected in the United States at 
the end of this month, accom- 
panied by Asian relatives. This 
will be the first time Vietnam 
has allowed such children to 
leave, said John Shade, the 
foundation’s executive direc- 
tor. The children are among 63 
Amerasians who have been 
classed by the US Government 
as US citizens. It is estimated 
that there are about 20-50,000 
children fathered by Ameri- 
cans during the war still living 
in Vietnam. A measure was re- 
cently passed by the US Con- 
gress. establishing guidelines 
and procedures for the spon- 
soring of Amerasian children 
under the age of 21 to go to the 

— TON LONG 


Franco-indian nuclear 
fuel talks break down 
Talks between Indian and 
French officials over fuel for 
the Tarapur nuclear power 
plant have failed. In July, India 
and the United States agreed 
that instead of the US, France 
would provide the fuel. How- 
ever, France is insisting on ad- 
ditional safeguards in the form 
of pursuit and perpetuity 
clauses to be enforced by the 
International Atomic Energy 
Agency. 

The pursuit clause means 
that if India reprocesses waste 
fuel from Tarapur and uses it 
in another nuclear installa- 
tion, the safeguards would be 
extended to that. The per- 
petuity clause means that after 
France stops supplying fuel, re- 
processed fuel would be sub- 
ject to safeguards. India op- 
poses these safeguards. 

The French say they have in- 
sisted on such safeguards in re- 
lation to other countries and 
cannot make an exception for 
India. — MOHAN RAM 





A recent government finding 
that the Japanese economy 
grew at a healthy annual rate of 
5.1% in the April-June quarter 
largely because of an upturn in 
consumer spending has added 
another complication to the 
partisan debate over the gov- 
ernment's fiscal policy. Prime 
Minister Zenko Suzuki's politi- 
cal opponents have been em- 
phasising the poor showing of 
the economy and urging a vig- 
orous stimulation policy, partly 
in the form of additional public 
works of the order of ¥2-3 tril- 
lion (US$7.58-11.37 billion). If 
the economy is recovering on 
its own, this would weaken 
criticism that Suzuki is negli- 
gent in allowing the economy 
to continue to stagnate. 

— HIKARU KERNS 


Burma gets soft 
funds for projects 


Under a financial cooperation 
package just signed in Ran- 
goon, West Germany will ex- 
tend to Burma during 1982 and 
1983 loans and grants totalling 
Dm 136.5 million (US$54.9 
million). Dm 107 million in 
loans will be used to finance the 
construction of two small hy- 
droelectric power projects, a 
cotton farm and small-scale 
cooperative cooking-oil mills, 
plus the purchase of diesel 
locomotives and accessories 
for continuing West German- 
aided projects. Dm 20 million 
of loans will be used to buy 
machinery and plant for the ex- 
tension of the Bawdwin lead 
mines, northeast of Mandalay 
and for other projects. These 
loans carry 0.75% interest and 
are repayable over 50 years, in- 
cluding a 10-year grace period. 

— M. C. TUN 


Seoul and Jakarta 
haggle over gas 
Indonesian and South Korean 
officials are having difficulty 
reaching an agreement on 
proposed imports of Indone- 
sian liquefied natural gas 
(LNG). The subject is being 
discussed by South Korean 
Energy Minister Suh Sang 
Chul and his Indonesian coun- 
terpart. Subroto. The- talks, 
said South Korean officials, 
have foundered on prices and 
the question of which side 


should ship LNG. One report 
said the Indonesians have been 
pushing for about US$30 mil- 
lion a year above Seoul's offer. 
The Indonesians are also reluc- 
tant to accede to Seoul’s de- 
mand for a joint-venture ar- 


rangement on shipments, al- 
lowing for South Korean par- 
icipation in the transport 

me. Seoul originally prop- 


osed. that it import 1.5 million 
tons of LNG a year starting in 
1985. — SHIM JAE HOON 
South Kored's budget 
growth slows 
South Korea's Economic Plan- 
ning Board has unveiled a total 
fiscal (and calendar) 1983 
budget of Won 10.52 trillion 
(US$14.2 billion), allowing an 
increase in expenditure of 
9.8%, the lowest growth rate 
since 1974. The government's 
tax revenues showed a shortfall 
of Won 550 billion, which it 
said will be made up by issuing 
national bonds to that amount. 
The deficit budget bill, which is 
subject to the National Assem- 
bly's approval, assumes ап 
inflation-adjusted economic 
growth rate of 7.5% for 1983, a 
5% inflation rate, a merchan- 
dise export goal of US$25 bil- 
lion and a balance-of-payments 
deficit of US$1.5 billion. De- 
fence outlays, the largest ex- 
penditure sector, show a 4.5% 
increase, claiming a 32.8% 
share of the total. 

— SHIM JAE HOON 


China endorses 
instalment buying 
Instalment purchase of expen- 
sive consumer durables is now 
possible in China, according to 
Xinhua newsagency. Under a 
new scheme, consumers can 
buy TV sets, radio-tape- 
recorders, musical instruments, 
cameras, washing machines 
and refrigerators by making an 
initial payment of 30% of the 
purchase price. The rest is paid 
in monthly instalments spread 
out Over six months to a year, 
Initially, at least, no interest 
will be charged, though the 
Commerce Department circu- 
lar announcing the plan al- 
lowed for localities to impose 
interest rates if necessary. To 
participate, purchasers must 
get the approval of the unit or 
organisation to which they be- 
long, which becomes a party to 
the purchase agreement and is 
responsible in the case of de- 
faults. — ROBERT DELFS 
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Apparent confusion and untoward 
secrecy have surrounded last minute 
preparations for British Prime 
Minister Margaret Thatcher's visits 
‘to China, Hongkong and Japan. 
After meeting Thatcher in London, 
Hongkong Governor Sir Edward 
Youde said that he would be 
accompanying her to Peking, but 
declined to comment on whether his 
predecessor, Lord MacLehose, 
would also be going. The REVIEW 
has learned that MacLehose will not 
be in Peking despite his supposed 
appointment — confirmed by 
authoritative London sources but 
not announced — as Thatcher's 
special adviser on Hongkong. 
Speculation that Youde insisted that 
he, not MacLehose, accompany 
Thatcher has been denied. The 
flurry of confusion included 
cancellation of a briefing which 
Hongkong's London representative, 
Sir Jack Cater, was due to give 


AFGHANISTAN 

A Sovietsoldier who defected to the rebels 
said Soviet troops were using chemical 
weapons against guerillas (Sept. 8) 


CHINA 

Disgraced former mayor of Peking Wu De 
was appomted to the newly created Central 
Advisory Commission. The 12th central com- 
mittee of the communist party was formed 
(Sept. 10). The government protested to 
Hanoi over the intrusion of two Vietnamese 
MiG2Is into Chinese airspace, Xinhua news- 
agency said. During the central committee's 
first plenary session, Hu Yaobang was elected 
general secretary and Hua Guofeng was drop- 
ped from the politburo (Sepr. 12). Deng 
Xiaoping ‘was confirmed as the chairman of 
the advisory commission (Sept. 13) 


HONGKONG 
Governor Sir Edward Youde and unofficial 
members of the executive and legislative 
councils met British Prime Minister Margaret 
Thatcher in London for talks on the colony's 
future (Sept. 8) 1 
i5 


INDIA 
Sheikh t( Mohammad Abdullah, the chief 
minister of, Kashmir, died (Sept. 8). 
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Thatcher. The following day 
MacLehose flew to London from 
Scotland, after which it became 
known that he would not be in the 
Peking party, which is to include 
Youde and former political adviser 
in Hongkong Alan Donald, assistant 
under-secretary for the Far East at 
the Foreign Office. 


SPAT OVER THE SPRATLYS 
The contest for the Spratly islands 
and the oil thought to lie beneath the 
archipelago's waters will be further 
complicated by Chinese forward 
planning. Huang Jiqing, president 
of China's Geological Society, says 
that Peking is to conduct geological 
tests around the Paracels and the 
Spratlys, which Huang said showed 
very good prospects for oil deposits. 
Vietnam, Malaysia and the 
Philippines challenge China's claim 
to the Spratlys and Vietnam and the 
Philippines have a physical presence 
on the islands. 


IMELDA'S DINNER GUEST 

A senior representative of the 
Palestine Liberation Organisation 
(PLO) recently completed a tour of 
Southeast Asian countries which 
took him to all Asean capitals and 
Indochina. The highest level 
meeting Ahmed Fayyad, a former 
PLO ambassador to Hanoi, had was 


INDONESIA 

President Suharto held talks with visiting 
Singapore Prime Minister Lee Kuan Yew 
(Sept. 8) 


JAPAN 
Cuban Foreign Minister Isidoro Malmierca 
started a week-long visit (Sept. 12). 


MALAYSIA 

Anwar Ibrahim was elected president of 
the youth wing of the United Malays National 
Organisation (Sept. 9). Thai Foreign Minister 
Siddhi Savetsila started a visit (Sept. 11). 


NEW ZEALAND 
Foreign Minister Warren Cooper held talks 
with French officials in Paris (Sept. 8) 


PAKISTAN 

Gunmen killed a member of the Civilian 
Advisory Council, Zahoorul Hasan Bhopali, 
and two of his employees (Sept. 13). 


PHILIPPINES 

Security forces killed two men suspected of 
planning bomb attacks when they resisted ar- 
rest in. Davao City, the official Philippine 
News Agency said. Militant students staged a 
demonstration in front of the United States 











with Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad, but, 
his most lavish welcome was in the 
Philippines where Imelda Marcos 
and Foreign Minister Carlos 
Romulo attended a dinner in his 
honour. However, the diplomatic 
value of the visit from the PLO's 
standpoint was diminished by the 
secrecy which surrounded Mrs 
Marcos’ welcome — which was 
aimed at improving the Philippines’ 
relations with the Muslim world. 
Emphasis on the Islamic aspect may 
have irritated the PLO, whichsees 
itself as secular and nationalist, 
encompassing Palestinians of all 
religions. 


IVAN’S NEW BEAT 
The Chinese People’s Liberation 
Army is preparing a special study of 
roblems of strategy and military 
ases in East Asia. The study 
focuses particularly on the likely 
future role of Cam Ranh Bay in 
Vietnam as a Soviet base and on the 
United States base at Subic Bay in 
the Philippines. With a weak navy 
and obsolete air force, Chinese 
military planners want to know 
exactly what they will be up against 
and what aid the US would give if 
Moscow began taking over the 
regional policeman role formerly 
played by Washington. 


Embassy to protest against President Fer- 
dinand Marcos’ visit to the US (Sept. 8). 
Three people were killed and 24 wounded 
when a hand grenade exploded in Manila 
(Sept. 10). Police shot three men dead outside 
Clark Air Base after they exploded a grenade 
nearby (Sept. 14) 


SINGAPORE 
Thai Foreign Minister Siddhi Savetsila 
started an official visit (Sept. 10) 


SOUTH KOREA 

About 300 Korea University students 
staged a sit-in protest at Japanese textbook" 
revisions (Sept. 8). A 29-man espionage net- 
work which had been operating for North 
Korea for 25 years was uncovered. the 
Agency for National Security Planning said 
(Sept. 10) 


THAILAND 

Seven people were wounded when a time- 
bomb exploded near the main entrance of the, 
Defence Ministry (Sept. 9). Airforce security” 
officers found & time-bomb in the departure 
lounge of Don Muang Airport (Sept. 10). 
Gen. Arthit Kamlang-ek was appointed army? 
commander-in-chief in the annual military re- 
shuffle (Sept. 11) 









la Lumpur: Fourteen months after 
er party rebels became president 
puty president of the United 
ational Organisation (Umno), 
s most serious critics, Anwar Ib- 
; was voted its youth-wing leader in a 
oritested election. The 33rd annual 
ra assembly of this key. party in 
iysia's ruling National Front also saw 
politically: rehabilitated ex-convict, 
er Selangor state chief. minister 
uk Harun Idris, take his place at the 
e as one of the party's vice-presi- 


president and deputy president, 
uk. Seri Mahathir Mohamad and 
Musa Hitam, are also prime minis- 
d deputy prime minister though in 
‚ early 1970s they were in the political 
derness. Among those who backed 
ir and influenced the establish- 
take him back into the Umno fold 
агип and the equally charismatic 


his: year, in many ways, rep- 
a thanksgiving of an extraordin- 


elons of she’ party mies 27 months 
pion trials; sich appeals to 


ala Lumpur: Anwar Ibrahim, a former 
dent leader and head of a powerful Is- 
nic youth pressure. group, is now the 
ost talked-about. politician in Malaysia. 
ust five months he has forsaken his 
force role, as he likes to call it, to 
e United. Malays National Organi- 
tion (Umno) fold — after a-fashion — 
kly win a seat. in parliament, be ap- 
inted deputy. minister in the Prime 
ster's Office and now score an im- 
portant party victory by being elected 
der of Umno's youth wing. 
\nwar told the REVIEW after his Umno 
outh victory: “I'm going to keep a very 
profile for a while now. I have caused 

e anxiety among people. * But how- 
ver much he. keeps his political head 








n рыу, А Айна is well aware of the | 
| point 1 wondered how much I could 
‚ achiev 


“aware of. 





jail, and finally a full pardon by the king 
on Malaysia’s 25th independence anniver- 
sary on August 31, But he took his place 
on the Supreme Council as a familiar fig- 
ure in Umno circles, whereas Anwar rose 
from being a severe party critic as late as 
March 29 and in 22 weeks has become pre- 
sident of Umno Youth and a vice-presi- 
dent of the main party, confounding pun- 
dits and dismaying dozens of second-eche- 
lon leaders who have been jockeying for 
position for years. 

The roles played by Mahathir and Musa 
in-the rehabilitation of Harun and the 
meteoric rise of Anwar will be debated at 
length, but more important for the mo- 
ment will be the alignment of forces in the 


party hierarchy which already sees Harun i 


as a kingmaker and Anwar.as a future 
prime minister. 

In significant ways the rest of this year's 
assembly wasa tame affair after the youth- 
wing election on September 9. The margin 
by which Anwar defeated incumbent 
Datuk Suhaimi Kamaruddin — 10 votes 
out of the 361 cast — remained the main 
topic of conversation for three days. It is 
widely believed Anwar was aided by an 
emotional outburst by Suhaimi during his 
presidential. speech. immediately before 
the poll, implying there was no place for 


though former dissident Anwar Ibrahim has joined 
government he is still a critic of some policies 


privileged relationship he enjoys with 
Prime Minister Datuk Seri Mahathir 
Mohamad, who succeeded in persuading 
him to join the government and who is 
known to value his youthful advice — and 
criticism. It seems certain that Anwar, 37, 
will play a dual role in the government and 
party hierarchy: as a constructive: critic 
and reformer from within, and a useful po- 
litical tool for the Mahathir administration 
as a unifying force among the country's 
young people and the Muslim community. 

Why did Anwar decide to give up the 
leadership of Abim, the Malaysian Mus- 
lim youth movement, and become active 
in Umno, and therefore the government? 
"I used to think I couldn't be in politics," 
he said. “I: thought we should have a third 
force. But then from a particular view- 


уеп. th es fe our 80- 
























a Johnny-come-lately. like мү 
youth movement. 

А тоге sober. assessment is: that the 
youth movement was ready for changesto |. 


























be in tune with.the Mahathir administras- 


tion, which has-shown itself ready over 
the past 14-months to be less emotional 
and more pragmatic, with signs of wel- 
coming a more liberal temper in basic 
questions suchas press freedom, human 
rights, education and the explosive lan» 
guage issue in a multiracial society. 


ahathir, in his presidential address which 

followed the youth election, made it 
clear that he had no time for opportunists 
and detractors: (who. in. ће past often 
made the assemblies exciting if absurd af- 
fairs) and flayed, among others, | those 
who indulged: in .witch-hunting. Suhai- 
mi's style as.leader of Umno Youth 
has lacked clear direction in the past: 
among other things he mounted an illegal 
demonstration against visiting human- 
rights lawyers.last month (REVIEW Aug. 
13). 

That Anwar had.-read the. changing 
mood within Umno after Mahathir took 
office in July last year was obvious in the 
way he identified his potential backers: 
About 45 Umno divisions had nominated 















чау and ihe 8. p. " He: now says he 
will be a “third force from the inside.” 

Only a year ago, most observers would 
have viewed the possibility of Anwar join- 
ing Umno and the government as unthink- 
able. He was known more as a consider- 
able thorn in the government's side; cam- 
paigning against poverty and social injus- 
tice. It was this which landed him in jail 
under the Internal Security Act (ISA) in 
1974, when he actively championed the 
cause of. poor. farmers demonstrating 
against the government in Baling, in the 
northern state of Kedah. 

Latterly he became a household name 
as the man who built Abim.up from an 
obscure movement to one with as many as 
40,000 members. A gifted speaker and 
skilled organiser, he used the movement 
as a watchdog representing. Malaysia's 
Muslim youth to monitor the govern- 
ment's Islamic policies. ich, 
often an embarrassment to an Umno-led: 
government: trying to push modernisation 
programmes: il 
same time reinforcing its gs 





























E tials. =. 

















him, but he did not count on all three dele- 
gates of each division. He travelled 
throughout the country to count his vot- 
ers. At one stage he expected to poll more 
than 195 votes. But in the last crucial 
hours, Datuk Najib Tun Razak, who won 
the deputy president's post unopposed, 
decided to back Suhaimi. (There were two 
spoilt ballots and a third candidate got 
three votes.) 

The mood in the main assembly when 
Anwar faced the 1,100 delegates was one 
that mixed admiration with a taunting re- 
minder that he was in the mainstream now 
and had to learn the ropes: Speakers from 
the floor — aware that new camps would 
be formed in the struggle for the succes- 
sion after Mahathir and Musa — raised 
subjects that appeared marginal to the un- 
initiated, but clearly pointed out that 
there was no place in Umno for sudden 
changes. 

Much was made of the need to close 
down the gambling casino in Genting 
Highlands, east of Kuala Lumpur. 
Another speaker demanded that Carcosa, 
the official residence of the British high 
commissioner, which was presented to the 
British 25 years ago, be taken back. 
Others wanted to know why Chinese-lan- 
guage broadcasts of popular radio request 
programmes were revived now, arguing 
that somehow this affected the position of 
the Malay language. Even the REVIEW 
was attacked for writing about the 
Chinese dilemma (REVIEW, Sept. 3) on 
the grounds that such articles tend to 
discourage foreign investors from coming 
here. Unlike past assemblies, however, 
none of thesé raised much heat since it was 


shown that he has political intuition and a 
cool head when it comes to logistics. He 
campaigned systematically. in the Umno 
youth division nationwide before last 
week's election and already knew most of 
the leaders" names through his dealings 
with various youth groups as Abim leader. 


оле political observers felt that many 
ofthe votes for Anwar were more a show 
of no-confidence in the incumbent, Datuk 
Suhaimi Kamaruddin. But, though a party 
novice, Anwar has obviously garnered a 
great deal of grassroots support among 
Umno Youth members as an active leader 
who will regain much of the clout which 
the youth wing lost during its compara- 
tively — directionless period under 
Suhaimi's "leadership. However, while 
Anwar is clearly a Mahathir man, many 
aspiring young politicians in the various 
Umno camps — including that of Deputy 
Prime Minister Datuk Musa Hitam — 
now consider that, despite their years of 
hard political toil, they are threatened 
with eclipse by the rising star. 

As a critic from within, Anwar says he 
will lobby for modifications to the recently 
amended Societies Act, so that the ruling 
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obvious from the keynote speech by 
Mahathir that the emphasis was to be to- 
wards building a nation with integrity and 
the criticisms tended to be far too petty. 
Delegates rejected a proposal that to 
hold a party post a five-year membership 
of Umno was necessary. This meant clos- 
ing the doors on future Anwars and dele- 
gates’ overwhelming “no” showed clearly 
that the changes which took place this year 
were far from unwelcome. Anwar had 
been a nominal member for more than a 
decade but an active member for only a 
few weeks before he was elected chairman 
of his division in Penang state earlier this 
year. Significantly enough, the proposal 


that societies cannot be political or have 
foreign links is changed, and will also try 
to change the law which restricts students’ 
and academics' involvement in politics. 
He will also seek a refaxation in the re- 
strictions on trade union industrial action. 
He is quietly confident of some movement 
on all these issues. 

One sensitive issue on which he would 
not be drawn was the ISA, under which 
people can be held without trial and which 
mandates courts to pass the death sen- 
tence on those found in illegal possession 
of guns or ammunition. Anwar has been 
critical of the act in the past, and is ex- 
pected to raise the issue again from his 
new position on the government benches 
— but cautiously. 

“To be practical, I would say that I am 
happy that there is a commitment on the 
part of the [government] leadership that 
the ISA will be used only against militant 
communists or those involved in subver- 
sive activities. It will not be used against 
members of the opposition parties for po- 
litical reasons." 

While Umno Youth will undoubtedly 
now regain some of its lost credibility as a 
powerful force for change within the 


cam d 
Harun; Anwar: a steady 






ay 2 i Ë ү 
course. 


for the change came from the high table x 


where his colleagues from the Supreme 
Council sat. 


The assembly, dominated by one-time p 
losers within Umno, ended quietly but on _ 


a note of confidence, with Mahathir in 


complete control. As usual there were _ 


personal criticisms, but his policies were 
not challenged, except by those who advo- 
cated caution against moving too quickly. 
But it was clear that Mahathir had Шел 
moderated his early tendency to rush, and 
with two very strong backers like Anwar 
and Harun in his corner, the ex-rebel is 
likely to chart a steady course for his 
party. 





party, Anwar said he was not planning any 
drastic change of course. He was keen to 
enhance the position of intellectuals in the 
party and try to organise more political 
education from within. “I think there 
should be more serious discussion on is- 
sues rather than just harping on issues in 
general terms," he said. He would like to 
see a great deal more liaison between 
Umno Youth members and those of the 
other parties in the National Front. 

One major area in which he is expected 
to be particularly active — given his Abim 
experience — is among the Muslim com- 
munity. There is speculation that 
Mahathir will use him as a Muslim 
troubleshooter, particularly in northern 
provinces of Peninsular Malaysia, where 
the opposition Party Islam is actively try- 
ing to discredit the Umno-led government 
as non-Islamic (REVIEW, Aug. 27). 

With youth on his side, Anwar does not 
have to be a man in a hurry. But he pro- 
mises to bean uncontested force in Umno 
politics from now on, watched by many 
older party cynics already slightly dis- 
turbed by the unprecedented pace set by 
the Mahathir leadership. 

—K. DAS and RODNEY TASKER 
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han 10 years ago, 

vas widely regarded as 
d easily slot into the posi- 
of Malaysia. While 

ese community viewed 
nervously as.a potentially 
v demagogue. as leader of 
: “United Malays Na: 


I sentence seemed to have 
iv such political ambitions, 
d trial, Harun was put be- 
8 after being convicted of 
tion, forgery and bribery. Despite 





sembly in July . Then! fuer the same ОИ 


he was released after being granted an ex- 


tension of remission; Harun was back in 
politics, though firing on only three cylin- 
ders because his criminal record would 
keep him from seeking election to patlia- 
ment for at least five years. That situation 
was.resolved very conveniently. for him 
when, to the surprise of many observers, 
the king last month granted him a full par- 
don — which ‘Harun. confirmed to the 
REVIEW has meant his convictions have 
now been expunged from the records and 
therefore he is free to re-enter the political 
stage. 

There: аге many theories about why 
Harun has now been pardoned, a poten- 
tially dangerous precedent given his. high 


- political profile in a country which prides 


itself ón its rule of law. In an interview fol- 
lowing this year's annual Umno assembly, 


57-year-old. Harun:made no bones about j 


his.view that it wasa political decision, “I 
think {Prime Minister] Dr Mahathir 
[Mohamad] had a big hand in it," he told 
this correspondent. "I think it is common 





term in: jail 
helped hir towel residency. "^T. 
have a feeling:my success in that election 
was partly duet the sympathy of the dele- 
gates... [think the sympathy and also ad- 
miration for:iniy patience has been en- 
hanced by whavhas happened to me.” 











M ellowed.by Віва experience but still 
a wily politician; Harun was cautious in 
assessing his: future. Political pundits are 
predicting: thatthe may eventually be of- 
fered a cabinet: position by- Mahathir, 
perhaps because it would be more sensible 
to have hímointhe-mainstream than re- 
maining as a possible rallying figure for ex- 
tremist Malay na ЮюпаНы on the Umno 
fringe. ? 
Harun is cauti иүп к: statements on 
the future: А5: аггаѕ Lam concerned; T 
will -do anything interesting: to. me which 
will strengthen the party; the Barisan Na- 
sional [National Front] and the country as 
awhole ... ; anything which is commensu- 
rate with my: position: as vice-president I 
ат prepared to accept.” 
Some political circles: think that Harun 
would like to see himself.as-a political 
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' Thai Communist Party leader abandons 
party adrift on ideological shoals 


































John McBeth 

kok: Former police special branch 
imander Maj.-Gen. Aree Kaributr 
preparing to sit down to a Saturday 
ng meal when the phone rang in his 
ban Lardprao home. The caller was 
„Speaking in what sounded like a 
tern accent. She wanted to come 
f and talk about the surrender of a 
munist defector. The general, now 
“commissioner of the Central In- 
on Bureau, said it would be better 
she met himin his office on the Monday. 
some hesitation the woman hung up. 
n minutes later she phoned again and 
me gave thé defector's name. Aree 
tunned: it was Udom Srisuwan; a 
tburo. member of the Communist 
y of Thailand (CPT). Delighted au- 
itiés waited two days before announc- 


anking СРТ:сайге to volün- 
y surrender, his defection has added 
iready compelling evidence that the 
Ity is foundering on. ideological: shoals. 
m led what intelligence reports de- 
tibe.as the Marxist-Leninist wing and his 
arture, on the surface at least, has left 
he party in the absolute control of hard- 
e pro-Chinese. elements -who ; have. 











contact and t 


guided the CPT's destiny for much of its 
life. But the dominance of the pro-China 
faction may be more apparent than real 
given recent evidence of subtle shifts in 
the party line. 

Apart. from his positions on the seven- 
man politburo and the 25-man central 
committee, 
leader was chairman of the Coordinating 
Committee for Patriotic and Democratic 
Forces (CCPDF), the front organisation 
now largely defunct following mass defec- 


| tions of student leaders and other political 


activists who first took to the jungle in late 
1976. 

Well-placed sources said Udom had 
been living in Bangkok with his second 
wife and a young nephew for two months, 
receiving regulár treatment at a city hospi- 
tal for chronic bronchitis and an allergy 
condition. Aree was chosen as go-be- 
tween because of the relationship which 
developed between the two when Udom 
was in police detention in 1958-65 for sus- 
pected communist activities. 

. According to authoritative accounts, 
Udom's wife arrived outside the general's 
gate shortly after the second telephone 
gether they drove to the 


the 62-year-old communist | 


house Udom had rented in the same gen- 
eral area. It was. a friendly reunion, with 
the CPT chief's freedom from prosecution 
| guaranteed.under an amnesty proclaimed 
by the Kriangsak С homanan: gov emment 
| four years ago. 

The following: morning, Arée-—accom- 
panied now by the acting head of the In- 
ternal Security, Operations . Command: 
(ISOC) interrogation centre, Col Kasem 
Saengmit — returned to the house to ar- 
range the details of the surrender the next 
day and also to outline plans to move 
Udom to an ISOC sate house, the only re- 
quest he appears to have made. 





buro which normally comprises sevên. 
members: < Secretary-gene “һагоеп 
Wan-Ngam died of liver cancer in a Pe- 
king hospitalon January 27, according toa 
recent CPT: communique which ‘con- 
tradicted ‘Thai Government intelligence 
reports that he had succumbed nearly two 
years before And Thai troops captured a 
third. member, Damri Ruangsuthum, 
after a brief firefight in the jungles of 
southern Surat Thani province in April 
last year. He is now awaiting trial on 
charges of subversion. u 
Born into a Chinese family i in the north- 
ern province of Lampang, Одот came to 
prominence in the late 195t eri 
the economic newspaper Sethisarm ве EJ 
articles Served to inspire activists and in- 





| 
| he defection further depletes a polit-: 
| 
| 













kingmaker — in much the same way that 
former premier Kakuei Tanaka, despite 
his connection with the Lockheed scandal, 
is in Japan's ruling Liberal Democratic 
Party — even though Harun's party sup- 
port is thought to have diminished since 
his jail sentence. Asked if this was indeed 
how he saw himself, he said: “I would like 
myself to be regarded not as a supporter of 
any individual in the party. I would like to 
nrake my stand on issues. 

One of the issues which quickly became 
central to the deliberations during the 
Umno assembly was Islam. In his 
speeches Mahathir warned those who 
were misinterpreting Islam to the people 
for political ends — a cleàr reference to 
the opposition Party Islam which has been 
held responsible for religious divisions 
among Malays in the traditionally. or- 
thodox Muslim states in northern Penin- 
sular Malaysia — and.later announced 
that the government would draw up a law 
to ensure that Islam's teachings and values 
are not abused or wrongly preached, 

On this issue, Harun commented: “I 
think the main concern of Dr Mahathir 
and most of us in the party is the split in the 
Muslim community as a result of misin- 
terpretation of the holy verses, which 
could be a bigger time-bomb for this coun- 
try than anything [Lim] Kit Siang [leader 
of the opposition Democratic Action 
Party] has said before." 


a We put your 


Marshal Sarit Thanarat, ordered a round- 


up of communist elements іп 1958. 
Udom disappeared into the rugged | | опе tO Wor or ou 
Phuphan ranges in Thailand's northeast 
following his release seven years later and ° 
rose to become secretary of the regional 
committee. He is reported to have been Wor W1 е, 
elevated to the politburo in 1975 to re- 
place Pin Bua-On, à veteran communist 
who was seized in a Bangkok police raid in eT 4. 
1968 and later went to work as а consul- SEAT 
tant for the special branch writing a series 
of controversial papers on the reasons why T Forward contracts. 
armed struggle would not succeed. One of : . 
the first Thai communists to attend the е Buying and selling banknotes. 
Marxist-Leninist Institute in Moscow, . 
Udom was the only member of the polit- e Foreign currency drafts. 
buro who spoke Russian fluently. A " 
He was also the most visible of the top e Foreign remittances. 
CPT leadership and pictures of him with ; 
+ Student fugitives often appeared in under- ® Travellers cheques. 
ground literature distributed during the 
late 1970s when the ill-fated CCPDF was ® Buying and selling precious metals mu 
in the process of formation. Much of his К a 
time was spent at the CCPDF's headquar- bullion and certificates. 
ters near the Lao district town of Muong i 
Sing, not far from the Chinese border. International transfers of funds. 

When the Vientiane government or- 
dered the Thai communists out of Laos in 
1979, a Vietnamese battalion surrounded SINCE 1928 
the camp and Udom was personally dis- 
armed by Pathet Lao soldiers and escorted Dealk-Perera 

We put your money to work for you. 


to the northern Thai border province of 
Nan where he was released. Ironically, it 


linis Udom who had acted as the senior Deak-Perera Far East Ltd. 406 Shell House 
iaison man between Vientiane and the 
CPT politburo when the party maintained 26 Queen's Road, Central, Hong Kong. 


more than 20 base and training camps Telephone: 5-266111 
largely concentrated in western 
Sayaboury: province astride infiltration 
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routes into Nan and the Petchabun-Phit- 


sanuloke-Loei tri are. 


-border area. o o 
The eviction followed thinly veiled CPT 


‘criticism of the Vietnamese invasion of 
Cambodia and fuelled an already simmer- 
_ing debate among front members and later 
significant elements of the party member- 
ship itself over the wisdom of continuing 
to adhere to Chinese-orientated policies 
advocated by old-guard cadres. 


here have been few initial disclosures 

over the reason for Udom's defection, 
but failing health is hardly likely to be one 
of them. As one former underground 
member told the REVIEW: “A person of 
his level would never leave just because of 
his health, particularly if he could see 
there was still a future left for the libera- 
tion of the country." Another theory is 
that Udom gave up in disgust after failing 
to be elected secretary-general at the 
party's so-called fourth congress, in reality 
û series of separate regional meetings held 
over a period of six weeks between March 
and May in the north, northeast and 
south. 

Observers now firmly believe Pracha 
Thanyapaiboon, the name given the suc- 
cessful candidate. is in fact the nom de 
guerre’ for politburo member Thong 
Chaemsiri in much the same way as Cha- 
roen went through his stewardship as the 
fictitious Mit Samanan. While some cre- 
dence may be attached to this, observers 
point out that Thong is widely respected in 
party ranks and would be a far more ac- 
ceptable choice to the majority than 
ideologue Prasit Tapianthong. a reported 
ally of pro-Chinese hardliner Virat 
Angkhatavorn, who emerged as the most 
powerful influence in the party after the 
arrest of rival Damri. While Damri also 
favoured a pro-China line, his views were 
more attuned to the new Chinese leader- 
ship which emerged under раму 
Strongman Deng Xiaoping after Mao 
Zedong’s death. Sources with links to the 
CPT say Virat effectively ran the party in 
the two or three years before Charoen's 
death because of the secretary-general's 
failing health. 


Thong was arrested in Bangkok along | 


with Pin in 1968, but investigators were 
unable to determine his status in the party 
and he was released in 1974 after the over- 
throw of the Thanom Kittikachorn-Prapas 
Charusathiara regime. Sources are firm in 
their conviction that his part- Vietnamese 
heritage does not colour his thinking and 
has had no effect on his standing in the 


CPT where he is in charge of military af- | 


fairs. 

Thong is widely regarded as a moder- 
ate, as are cadres in the northern region 
where he is now thought to be based. This 
fits in with one description of the new sec- 
retary-general offered by a member of the 
underground: “It is not Prasit and it is not 
Virat either. It's a moderate.” 

Most analysts hold that Udom was dis- 
heartened by the failure of the party to 
shift to a more Thai-orientated platform 
and away from the Chinese model it has 
followed religiously since its inception. 
Those who knew him in the jungle say 


14 





3 arp. F 


that, in general, he nevet expressed his 


opinions openly and was extremely well- 
disciplined, as demonstrated by his deci- 
sion to refer to the politburo a short-lived 
plan presented by former student leader 
Thirayuth Boonmee seeking to turn the 
CCPDF into the leading force of the re- 
volutionary movement. “Udom did not al- 
together agree with it," said one returnee, 
"but he did think that the front should 
have à bigger role." 

What he did, on the other hand, was to 
counsel the deletion of references to 
Maoist doctrine from CCPDF statements 
and encourage the front to establish rela- 
tions with countries in the Soviet bloc or 
under Soviet influence, a reflection of 
what former CCPDF spokeman. Sri In- 
tapanti said was the different line of think- 
ing he adopted from other party leaders. 

Just how far he differed is uncertain, but 
sources within the party contend that dur- 
ing the prolonged congress debate Udom 
went as far as calling for the abandonment 
of armed rebellion and à return to legal 
struggle. In a sense this is not only in- 


CPT jungle rally: the debate did not develop 


teresting. but possibly significant, given 
hints in past months that the government 


may be considering plans to pass a formal | 


amnesty law, a step which would have to 
be taken if the military was to relent on the 
question of legalising the party. 

If Udom was effectively laughed out of 
the debate, as the sources said he was, the 
outcome of the congress at least indicates 
a policy shift with a further gathering in 
two or three years held out as an induce- 
ment to those disgruntled that it did not go 
nearly far enough. 


Ariss monitoring events leading up 
| to the congress consider that there are 
three distinct groups of people who left 
the jungle in 1980-81 during the ideologi- 
cal upheaval: 

» Those who are now totally disil- 
lusioned and have given up political ae- 
tivism. ; 

» Those who are still committed to 
revolutionary change, but do not want to 
have anything to do with the CPT, which 
they regard as incapable of radical change. 

» Those who are still committed to the 


party and are prepared to work for change 
from within: 

Likewise, there are three identifiable 
"currents of thought within the party's 
ranks, beginning with senior cadres, 
mostly aging Sino-Thais with peasant 
backgrounds, who adhere rigidly to the 
central line and, appear to have firm con- 
trol of the top of the CPT structure down 
to sub-regional level. These are headed by 
Virat, a former labourer from the south- 
ern province of Trang who is in his early 
60s and reportedly in good health. 

Beneath them are the united front and 
party cadres who are unhappy with CPT 
policies, but still maintain that, despite its 
faults, the party remains the only viable 
force for revolutionary change. It is this 
group which has been saying for more 
than two years now that the party is flexi- 
ble and that policy revisions are imminent. 

The third clement comprises a loose 
gathering of grassroots groups, mainly 
from the five northern provinces, the 
north of the northeast and Bangkok, who 
have been ignoring central directives and 


building up alternative mass bases. Their 
objective appears to be to serve as a rally- 
ing point for outside sympathisers or re- 
cent defectors and to exist as a lever to 
force reforms within the party. If this 
proves impossible, the group — known as 
the Organisation of the Thai People's 
Democratic Revolution — seems pre- 
pared to retreat from the CPT altogether 
at the risk of party retaliation and govern- 
ment repression. 

Preparations for the much-delayed con- 
gress to be held in Surat Thani were under 
way against this background as early as the 
first months of 1981, but the arrest of 
Damri and the seizure by government 
forces of a key CPT base camp in an oper- 
ation in December in the Phuphan ranges 
during which important documents were 
captured, forced further postponements. 

The central committee eventually de- 
cided to hold three regional meetings in- 
stead of a fully fledged congress, using 
morse transmission to coordinate discus- 
sions and to relay them to Virat in Kun- 
ming where he has been since 1979, 

Sources who took part in one óf the 
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meetings say that as a Consequence of the | p - “| 


NOW THERE ARE TWO | 


THE MONTIEN BANGKOK and THE MONTIEN PATTAYA 


splintered congress. the debate did not de- 
velop very well. Elements in the party who 
describe themselves as progressive, how- 
ever, were surprised at the results of the 
six-week session which saw the northeast 
committee move to their side in the face of 
southern. opposition and northern mod- 


eration. Perhaps the single most impor- 
tant achievement — though clearly many 
felt it did not go far enough — was a deci- 
sion to change the definition of Thai socie- 
ty from “semi-feudal, semi-colonialist” to 
"semi-colonial, semi-capitalist with re- 
sidual feudal influence." This effectively 
means that monopolist capitalists are now 
among the CPT's main enemies. 


he younger thinkers would have pre- 

ferred to see Thailand defined as a 
“rapidly advancing capitalist country” but 
at least inherent in the partial change 
which has taken place is acknowledgment 
that capitalist influence has spread in 
Thailand and will go on spreading. 

The congress also dropped the Maoist 
phrase “national democratic revolution” 
in favour of “revolution and the new 
democracy” and in another potentially 
significant decision put “armed struggle” 
and “other forms of struggle” on largely 
the same level in strategic terms, thereby 
laying considerably more stress on urban 
political activities. 

On foreign policy, the meetings reached 
a consensus On establishing relations with 
any neutral group close neither to Moscow 
nor Peking while at the same time making 
efforts to calm tensions with members of 
the pro-Soviet bloc. Interestingly enough, 
the word “revisionism” is said tó have 
been struck out of the CPT's revolution- 
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The majority in each vote is reported to 
have been small, but the overall impres- : 2 
sion from the congress was that the party TWO MONTIEN HOTELS. The Montien Pattaya has ii 
anc E KA CMM Es make wr One in the centre of Thailand's 320 rooms each with a sensational | 
erences within the public instead o capital city,the other located on ocean front view and private | 
hiding them as in the past. In other words, the LO I p КаК) Sek f ning arb 
they have apparently reached the conclu- 2 urve al We bay in Pattaya, 9 lust Ares 1 
sion that it is better to have several wings Thailand s premier resort. i iud dec al garden,the hotel 

ch : an several partie : offers guests a resort size 
to a single party than several parties. For more-han.a decade - B уезіне 

There һаѕ been no word so far on the the Méntiérr Bangkok has swimming pool,two tennis courts, 
selection of new politburo members, but it p | IER: pk; Ж ids several restaurants, a coffee shop, 
is noted that the newly elected central established a world-wide anightclub, a shopping arcade, 
committee is dominated by moderate ele- reputation for hospitality a games room, a prestigious 

ants "he c ittee ac als (e alle э і à : ^ 
ments. The committee has also been excellence in the traditional location, in fact the best of 
charged with. bringing about wider unity Thai manner, and with shear ine or thé perie 
among the membership and may possibly the introduction of the Montien beach "s Ux deus 
оп Сони the Pattaya this same hospitality Sur Tt | 

/s shatte ed front. ч l 
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While the CPT has undoubtedly suf- aga pa will now be brought THE 
fered severely over the past three or four окацауа: MONTIEN HOTELS 
years and freely admits as much, the oppor- kol 
tunity still exists for it to develop again on Bang & Pattaya 
а gas € it Si the ee ie The Montien Bangkok-54 Surawongse Road, Bangkok Thailand 
tion to look for another sponsor if the Tel.233-7060, 234-8060, Cable: MONTELBKK ;Telex:TH81038, TH 81160, TH 82938 
going gets any tougher. The stakes are The Montien Pattaya - Pattaya Beach Resort, Cholburi; Thailand 
similar for the government. As one senior Tel.418155,418156,418255, Cable: MONTELP, Telex: TH 81906 

iceman involved in Udom's defection : 

DS the Review? vl k кю ie té say Qyerseas Representation: 

io her he CPT is finished. Itall depend GOLDEN TULIP WORLDWIDE HOTELS:AII KLM Offices Worldwide 
whether the CPT is finished, It all depends KOMA HOTEL REPRESENTATIVES: Tokyo, Japan Tel: (03) 212-3911 i 
on conditions in Thai society and whether CARDINAL HOTEL BOOKING SERVICE : Hong Kong Tel: 5-246178-9 ] 
the government can tackle the problem in LEE GARDENS HOTEL: Hong Kong Tel: 5- 767211, Singapore Tel: 2964225 | 
the right way.” Udom apparently decided ORCHARD HOTEL : Singapore Tel: 294-3637 " 
not to stay in the jungle to find out. yi 
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sking: The 12th congress of the Chinese 





val of reconciliation and common 
has instead resulted in а stale- 

: bet сеп the group of leaders around 
i s believed, a signi- 

rm commanders. 


1 put off nce again. 
hough Deng's personal ‘supremacy 
s assured, the rejuvenation of the top 
elons has not taken place. Decision- 
king will be more cumbersome now 
t the party secretariat has been beefed 
to а status about equivalent to that of 
: politburo. Authority has been further 
uted by the setting up of an advisory 
mission whose powers are not yet clear. 
Deng, liaving shed his title of vice-chair- 
n-as the party divested itself of the 
rmanship as an institution, is head of 
* advisory commission and still primus 
pares in the politburo. He has also 
ecured, as the media announced in red 
anner headlines, his chairmanship of the 
werful Military Affairs Commission. 
old rival Hua Guofeng has been 
pped from the politburo though he re- 
on the central committee. Other 
able demotions:are Deferice Minister 
3eng Biao and Xu Shiyou, a former ally of 
eng believed to have been angered at 
ng passed over for the post of defence 
nister. What took everyone outside the 
tral committee by surprise, however, 
vas the failure of some of its oldest mem- 
ers to step down, as official sources had 
consistently said they would. — .. 
It would have been understandable if 
eng had kept his politburo seat while 
king charge of the advisory commission. 





(e Jianving, 85, were definitely expected 
16. | 


owt Chinese party jine-u indicates a stand-off between 
че S followers and his rivals in the army 


mmunist Party — billedinadvanceasa | 


ut Chen Yun, 77, Li Xiannian, 77, and | 





to stand down to make way for younger 
men іп top posts. The other two politburo 


standing committee members, as before, 
|.are General Secretary Hu Yaobang and 


Premier Zhao Ziyang. 


٠ I seems that Deng, 78, is not confident 


that Hu and Zhao are strong enough to 


carry on his policies in the face of party 
and military - hardliners who resent the 


speed and.scope of the dismantling of the 
late Mao Zedong’s political edifice. 
Foreign analysts have also had doubts on 
this score. Rather than accept a com- 
promise with the forces of the Left and 
risk giving them a chance to stage a big 
comeback, Deng has chosen to freeze the 
real power configuration for the time 
being. 

Plans to purge the 39 million-strong 
party of incompetents and leftists who 
climbed aboard during the Cultural Revo- 
lution have probably played an important 
role in the failure of the two loose group- 
ings, Dengist and leftist, to come to- 
gether. As is usual in China, the identities 


FLOW OF PARTY POWER 








come: c military, for their. 

part, feel ibat hey have been discrimi- 
ng's recent planning 

measures, 
fully under-e idis army. Nor has. Deng 
allowed the army to continue basking i in 
the saintly.glow which Mao 
Scepticism -can hardly, -be 
among the general public Men the senes- 
cent leaders: call. upon people. in less 
exalted posts to retire in a timely fashion. 
However, it should not be thoi 
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tions to seats on the 
politburo and the general secretariat are: 
Yang Shangkun, 75, propagandist and 
ideologue, .vice-governor of Guangdong 
province and first secretary-of the Canton 
municipal . party. organisation; Liao 
Chengzhi, 74, expert on Overseas Chinese 
and Japanese affairs, possible future head 
of state; Qin Jiwei, 68, commander of the 
Peking Military Region; Deng Liqun, 67, 
vice-chairman. of the Academy of Social 
Sciences; Yang Yong, 70, deputy chief of 
People’s Liberation. Army general staff; 
Chen Pixian, 71, first secretary of Hubei: 
province; Hu Qili,53, chairman of the Com- 
munist Youth League; Qiao Shi, 58, head 
of the. party's International Liaison De- 
partment, and Hao Jianxiu, 47, head of ` 
the Women's Federation. 
Yao Yilin, 65, head of the State Finan- 



































cial and Economic Commission, becomes > 
an alternate member of the politburo, as 
does Qin Deng's team is now stronge o 


er than ever and he has "solved" the 
problem of Hua. But the fact remains that 
the new leadership Structure he has at- 
tempted to set up is anything but a stream- 
lined bole machine.: "ew fü 





















THE GENIUS OF CELLINI E- 
Benvenuto Cellini. Innovator, = = 
jeweller, sculptor, author. mess 
АМ EXTRAORDINARY GENIUS — 
of the Renaissance whose =| 
unique talents in casting gold —  — 


and silver, setting precious = 
stones, adonca i иш = 
and pees not only the Dukes and Cardinals, = — — 
Popes and Kings who commissioned his work, wx — 
but also his fellow craftsmen. a. 
And today, at Rolex, our crafts- A 
men also pay homage to this; 
genius of long ago. p 

We celebrate his talents 
and skills in our own works J 
of gold and precious stones. B8 

The Cellini Collection (B33 
of watches. A tribute to 272 
the genius of Benvenuto | 
Cellini. 

By Rolex of Geneva. 
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L e Sri Lanka's weekly tea auctions attract some of 
| the world's most demanding tea buyers. 


After a hectic day of bargaining, buyers look to 
tea brokers like John Keells Limited for prompt, 
efficient service. And that's exactly what John Keells' 
staff gives them—with the help of an IBM computer. 


Accounts must be cleared before teas can be 
exported. And to protect buyers from missing 
shipping opportunities or losing money as 
exchange rates fluctuate, a two-day clearing 
deadline has been set. 


Its not unusual for John Keells to trade 1,500 
lots of tea in a single day. And often lots are shared 
by several buyers. So invoices, delivery notes and 
sales statements on as many as 4,000 transactions 
may be needed by the deadline. 


To meet the challenge, John Keells relies on the 
IBM computer. It assures the accuracy of statements. 
Facilitates the shipping of goods. And provides 
buyers and sellers with valuable statistics on 
averages and trends. 


The computer also provides John Keells with 
timely sales analyses that help the company F 
maintain its position as one of Sri Lanka's largest ; 
,, tea brokers. Z 


Better service for the buyer. More information for < 
the broker. With help from IBM, they re both getting j 
the deal they bargained for. Yi 
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_ The lastthm; 
isa Letter of Cr 


It's an innocent mistake, of course. You authorise your correspondent in New 
York to reimburse an exporter’s bank under your Letter of Credit. And assume 
it’s taken care of. Three weeks later, you get a furious telex from the exporter’s 
bank asking why he can’t collect his money. 

All because of a lost authorisation. 

It can happen to almost any bank. But no longer at Chase. Because when 
you authorise us to reimburse a Letter of Credit, you no longer deal with the 
operations center of a far-away and foreign bank. Chase brings that service to yo 
in your time zone, during your business hours. 

You simply contact the Chase Regional Service Center nearest you. In 
Hong Kong or Singapore. The minute you give us your instructions, your 


authorisation speeds along the banking world’s most advanced computer networ 





a banker needs 
lit that bounces. 


Jur electronic link to New York guarantees your authorisation will be on file 
vithin 24 hours, ready for payment. And when payment is made, you know about 
t the same business day through CHART, your electronic account statement. 

If there’s ever a problem — missing information or an incorrect test — our 
'omputers are programmed to catch it. And a Chase officer from your Regional 
'ervice Center will be there to solve it the same day. In your language. In your 
ime zone. 

So there's absolutely nothing to stand in the way of smooth, error-free 
etter of Credit reimbursements. 

Now, more than ever, time is money. So call Anna F. DeRossi, Second 
‘ice-President at Hong Kong 5-7905005, before you have to answer any more 
ngry telexes. 
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We care enough to send 
8 men 15,000 miles every year 
to select your wines. 


"Ae 





Every year a panel of internationally recognized writers on wine, expert wine tasters and 
experienced Lufthansa staff travel all over Europe seeking out those special vintages fine 
enough to serve to our passengers. It's a lot of work, of course, but we think it's worth it. 


© Lufthansa 


German Airlines 


Tread softly, Iron 


By Philip Bowring and Mary Lee 
On September .22 
British Prime Minis- 
ter Margaret That- 
cher is due in Peking 
for a three-day visit 
which will be a 
watershed in {һе 
history of Hong- 
kong. Originally designed to return a so- 
cial call which then chairman Hua Guo- 
feng paid to London in 1979, the trip was 
never intended to settle the future of the 
territory. Nor will it. But all sides have 
helped create a situation and atmosphere 
which demands some movement: 

» The British — for whom in theory 
Hongkong comes to an end at the stroke 
of midnight on June 30, 1997 — by insist- 
ing that the future be discussed now rather 
than left to the tender mercies of history. 

» China, by talking aloud about vari- 
ous theoretical possibilities, some of 
which made little practical sense and 
thereby engendered concern and confu- 
sion. 

» The people of Hongkong. by their 
sudden shift from dreams of ever-increas- 
ing prosperity in the present political envi- 
ronment to nightmares about what the fu- 
ture holds for themselves, their ambitions 
and their investments under a Chinese 
flag. A deteriorating economic climate 
and the puncturing of Hongkong's prop- 
erty bubble exacerbated concern. 

Thatcher's visit cannot achieve specifics 
in the form of pieces of paper. But if an- 
xieties are to be allayed it must establish a 


framework of practical principles so that. 


discussions on details of the future can 
take place at a leisurely pace. 

One can take two views of the present. 
There is the optimistic, essentially Hong- 
kong view that as all parties want basically 
the same thing — the continuation of 
Hongkong's economic role and status — 
they must inevitably come to some reason- 
able arrangement. The pessimists, how- 
ever, see the makings of a Shakespearian 
tragedy, whereby minor faults of charac- 
ter conspire with fate to bring disaster en- 
compassing all the players. 

In the lead-up to Thatcher's visit, both 
sides, taken by surprise by the need to be 
seen to be making moves, have begun to 
act as though it were a game of poker, 
making noises which leave the other ask- 
ing: is this an inflexible demand or a 
negotiating ploy? How far is either side 
bluffing when it indirectly suggests that 
Hongkong is a luxury, not à necessity, 
with a limited price in terms of face, na- 
tional dignity and political principle? 

Attempts to push China could be 
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how long will it fly? 


counter-productive, as the former gover- 
nor, Lord MacLehose, found when he 
tried to raise the issue of Hongkong's fu- 
ture with then vice-chairman Deng Xiao- 
ping during his visit to Peking three years 
ago. However, a prime minister possesses 
status and power that a diplomat lacks, So 
a dose of Thatcher might be catalytic and 
cathartic. 


he Falklands conflict has complicated 
matters by making both sides more 
conscious of the meaning of sovereignty 
and the British of their world rule. The 
Chinese have been left to worry. about 
how to handle the Iron Lady, They admire 
her single-mindedness and gut reactions 
when directed against the Soviet Union, 
but are concerned that they are inapprop- 
riate when discussing the Hongkong ques- 
tion — a question which should be hand- 
led with subtlety and perhaps subterfuge. 
The Falklands crisis could prove even- 
tually to have been a blessing in disguise 
by forcing both sides to concentrate their 
minds on some fundamentals. But it has 
added to the immediate problem by in- 
creasing the significance of Thatcher's Pe- 
king visit while monopolising her atten- 
tions in recent months. As a result, prepa- 
ration for the trip to Peking has been long 
delayed, and it has been impossible for of- 


ficials to identify common ground before 
the meeting. 

China, meanwhile, has had its own 
preoccupation — the party congress 
(REVIEW, Sept. 10) which has been time- 
consuming and has required the formula- 
tion of a new party constitution and the re- 


statement of goals of reuniting Taiwan, — 


Hongkong and Macau. Inthe absence of a 
formula for transition, these tend to sound 
threatening. 

However, London does appear to feel 


that it has got through to Peking on theim- _ 
portance of a clarification about the future — 
and that Thatcher's visit could pave the _ 
way for fairly rapid agreement. A side-ef- 


fect has, of course, been that some sugges- 
tions coming out of China have been 


- 
D 
y 


speculative and, from Hongkong's view- 


point, alarmist. The British, slow to deve- 
lop their own stance and anxious not to 
make any wrong steps, have yet to con- 
front Chinese thinking out loud with their 
version of what is possible. Too much em- 
phasis by Hongkong people on the bene- 
fits of alien administration could also pro- 


voke nationalist sentiment and awake _ 


jealousy over Hongkong's prosperity. 


To some extent, speculative proposals — 


from Peking represent ignorance on the 
part of middle-rank officials who neither 
know what is in the heads of the top 


leadership nor appreciate what makes | 


Hongkong tick. But there is within these 


proposals a strain of nationalism which _ 


could be troublesome. Deng may repre- 


sent the pragmatic school within the party _ 


but — as with Vietnam and Overseas 
Chinese issues — this school is often more 


specifically nationalistic than the old left- — 


ist theologians who, in the event, could 
rationalise any future arrangement on 
Hongkong with some deft dialectical ac- 
robatics. 

However, despite some nationalistic 
noises coming from second-rank officials, 
the Deng view, stated to so-called fat-cat 
compatriots from Hongkong earlier this 
year, and due to be repeated directly to 
the British, is prevailing. This sets out two 
principles for the future of Hongkong: 

» Chinese sovereignty must be for- 
mally established. 

» Hongkong's position as an interna- 
tionally free port must be maintained. 
This is a cryptic remark open to interpre- 
tations. But it has generally been taken to 
mean a willingness to see at least the 
economic status quo remain largely unal- 
tered. 

The most immediate issue is sover- 
eignty. For China, thisis not negotiable. In 
theory, it should not be difficult for the 
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Hongkong: One 
of the most con- 
crete indications 
of Peking’s plans 
for Hongkong was 
revealed in reports 


hy 
$ 
Kall SV. 
Sd AN of a speech by 
General Secretary 

Hu Yaobang at a meeting on affairs in 
Guangdong and Fujian in February. 

After reiterating the theme of two so- 
cial systems in one country as the basic 
approach for achieving reunification of 
Taiwan and recovery of sovereignty over 
Hongkong and Macau, Hu went on to 
discuss foreign concessions, praising 
Lenin’s policy on these in the Soviet 
Union during the 1920s New Economic 
Policy. Hu criticised Trotsky’s opposi- 
tion to establishing concessions for 
foreign firms, denying Trotsky's purist 
position that any contact with interna- 
tional capital would subordinate the 
Soviet Union to the world capitalist sys- 
tem and hinder the development of 
socialism. 





British to accept China's ultimate 
sovereignty over the land thereby achiev- 
ing its theoretical reunification. After all, 
89% of Hongkong is leased and even the 
most obstinate legalists admit that there is 


© no practical difference between the leased 


areas and those supposedly held by Britain 
in perpetuity. 

Thatcher and some of her advisers out- 
sidethe Foreign Officeappear, however, to 
have haddifficultyin making the distinction 
between sovereignty over land and inde- 
pendence of administration. Tothe British, 
that might sound the convenient legal 
nicety which diplomats and lawyers love, 
but which conflicts with Thatcher's no-non- 
sense style. But it could also be valuable in 
bridging a gap betweentwocultures, one of 
which sees a strong interconnection be- 
tween deeds and words and the other for 
which words, orform,are paramount. 

Imperial China surrounded itself with 


_ tributary states whose emissaries jour- 


neyed to Peking to present gifts and to kow- 
tow, knocking their heads three times on 
the floor before the emperor On behalf of 
rulers who otherwise acted as they chose. 
Flushed with Falklands glory, it is hard 
to see Thatcher performing the modern 
equivalent of the kowtow. Butsome sort of 
genuflection to Chinese sovereignty will be 
necessary if an arrangement reflecting the 
genuine goodwill that does exist is to be 
reached. However, such advice may sound 
to Thatcher too much like the mistaken 
and over-conciliatory advice she received 
from the men of the Foreign Office during 
the Falklands crisis which earned them the 
contemptuous label of “wets.” Some of 
the advice she is receiving now must sound 
very wet to her. 


the thoughts of Lenin 


The source of this story was a friend of 
a correspondent of the Hongkong 
magazine Cheng Ming which published a 
report of Hu’s speech in August. The 
friend reportedly had access to a ver- 
batim transcript of Hu's address. The 
friend said that neither Hu nor any other 
high-ranking officials had given any de- 
tails of how the concession system would 
work. But he speculated to the Cheng 
Ming correspondent that if Hongkong 
could be thought of as a house, with 
China’s sovereignty being analogous to 
the ownership of the building, then as a 
landlord, one could imagine China 
either renting out the building storey by 
storey or flat by flat, or else 
renting the whole building to a person or 
organisation. In the former case — leas- 






















Tte 


EOE Zs, 


Hu: in praise of Lenin 





One problem seems to be that Thatcher 
has been getting some simple signals which 
appeal to her Falklands mentality: that 
Hongkong people want the status quo to 
continue; the status quois Britishandthere- 
fore people want to remain British (despite 
having no right to enter Britain). This we- 
are-British fiction has been fostered by cer- 
tain representatives of the Hongkong es- 
tablishment who tell others what they wish 
to hear. There is a tendency on the part of 
the elite when faced with uncertainty to 
cling more than ever to the British connec- 
tion, even though the majority have noillu- 
sions about being British, but simply want 
Britishadministration tocontinue. 


Q: the other side of the coin are the so- 
called patriotic Chinese capitalists, 
most of whom have residence rights as 
well as vast investments in the West. When 
summoned to Peking for lecturing as re- 
presentatives of Hongkong they are said to 
make not much effort to get across to the 
authorities the desires and anxieties of those 
in Hongkong less fortunate than themselves 
— those who have nowhere else to go. 
Getting Thatcher to adopt an accom- 






ing Hongkong piece by piece 
viduals or businesses — China would ad- 
minister the territory. The latter case, 
with Hongkong being rented or leased to 
an entity as à whole, the source said, 
would present a different situation. 

The Chinese expression zurang zhi lit- 
erally means a rent or lease-concession 
system zu meaning to rent or lease and 
rang to give up or concede something. 
The term is similar but not identical to 
the common term used for the early 
foreign concessions in Shanghai and 
other cities, zujie, (leased territory). 
Chinese attacks on the old foreign con- 
cessions in China have always stressed 
that they were based on unequal treaties 
imposed by armed force, or, in other 
words, that the leases were merely legal 
fictions concealing colonial rule of land 
seized from China against its will. 

The distinction is important, because 
it establishes the basis on which China 
could lease Hongkong to Britain if both 
parties to such an agreement entered 
into it freely and voluntarily, for their 
mutual benefit, and without coercion. In 
which case, British sources argue, the 
nearest modern equal equivalent to the 
concession China would make would be 
the granting of a management contract. 
— A CORRESPONDENT 












modating tone to the current rulers of 
the Middle Kingdomisall the more difficult 
when it is clear that whatever the 
balance-sheet from Britain's viewpoint, 
Peking has a lot more to lose than London 
fromseeing the show fold. This problem is 
compounded by the level of ignorance in 
Peking, except among those most directly 
concerned, about Hongkong's benefit to 
Britain. The-old myth that Hongkong re- 
serves are siphoned off to London to be 
spent by the lazy British still lives. Officials 
in Peking do not necessarily have the same 
view as its men in Hongkong, who not 
only understand thesituation but havetheir 
.own vested interests in the status quo. In 
Britain there is a strong school which ar- 
gues that London needs to save face too, 
and a feeling that China is trying to have 
all the advantages of Hongkong without 
the responsibility. 

But insofar as they care at all, the British 
would probably prefer to be seen as acting 
responsibly and in pursuit of their obliga- 
tions to Hongkong instead of getting into a 
mess over flag-and-face fetishes. And the 
last thingthat Thatcherthe politician needs 
is a crisis over Hongkong caused by pig- 
headed failure to reach a reasonable ac- 
commodation. That said, it is not going to 
be easy to devise a formula which provides 
not only for continued British administra- 
tion but also Hongkong’s eventual and 
gradual absorption into the body politic of 
China. х 

Sooner rather than later a gesture on 
Peking's sovereignty as well as verbal ac- 
ceptance of it will be necessary. One possi- 
bility is that China should get rent for an of- 
ficial lease back of Hongkong. In talks with 
Hongkong compatriots, GeneralSecretary 
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The Indonesian С-130Н-МР world's most advanced maritime patrol aircraft. Photo shows a rescue 
raft being dropped from the rear ramp. A loudspeaker is visible on the ramp 


It takes the strength of Hercules 
to patrol 13.000 islands. 


Thirteen thousand islands make for a lot of ocean to 
patrol. And Indonesia has chosen the new maritime patrol 
version of Lockheed's famed C-130 Hercules aircraft to 
do the job. It's the C-130H-MP — world's most advanced 
maritime patrol aircraft. 

The rugged C-130H-MP brings a high level of cost 
efficiency to maritime patrol. At a 5,000-foot patrol alti- 
tude, Hercules has a mission range of 2,517 nautical 
miles. And it has the superb fuel economy of turboprop 
engines. The C-130H-MP uses four-engine speed to get to 
its patrol station; then it can cut back to two engines for 
added on-duty loiter time. Like other Hercules models, 
the C-130H-MP handles easily at low speeds, in all types 
of weather. 

Large enough to carry the big radars and advanced navi- 
gation systems vital to maritime patrols, the C-130H-MP 
has room to spare in its main compartment for rafts and 


survival gear. Configuration choices include observer sta- 
tions with seats and viewing windows, a ramp equipment 
pallet, infrared scanners, a loudspeaker system, and more. 

Indonesia's new C-130H-MP includes a rest module for 
crew relief during long missions. This module is inserted 
into the cargo compartment and can be removed when 
the aircraft is needed for missions other than patrol 
and rescue. 

The Hercules is no stranger to Indonesia. Lockheed's 
C-130 has long been the mainstay of transport in that 
nation's air force. Now this new, modern version of the 
world's most versatile aircraft will serve Indonesia's 
maritime patrol needs. 

If you want the strength of Hercules on your maritime 
patrol, contact Director of International Sales, Lockheed- 
Georgia Company, Zone 1, Marietta, GA 30063, U.S.A. 
Telex 542642 Lockheed Mara. 


"-rLockheed Hercules 
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the road to Eldorado 


| By David Bonavia 


Peking: Hongkong 
may mean every- 
thing to the Bank of 
China, but it means 
very little to the 
man on the street in 
Peking, who in most 
cases has only a dim 


— idea of the place. These days, Cantonese 


— spoken by most Chinese in the British 
‘colony — is heard more and more in the 
‘Chinese capital's new hotels for 


~~ businessmen. And nobody gives a second 


- glance at the pretty secretary from Hong- 
kong as she totters along on ‘high heels on 
her way to work in the representative of- 


- fice of some foreign company. 
5: 


But despite this, in most of China — 
insofar as anyone thinks about it at all 
— Hongkong is mostly seen as a small, 
alarming place full of painted whores, 
menacing policemen and mountains of 


consumer goods. According to popular 
` conceptions the profits made by Bri- 


tish. Shanghainese and Cantonese mer- 


- Hu Yaobangis said to have mentioned con- 


cepts such as “management contract" and 
the relationship between a landlord and 
tenant. However nationalists might find 
this offensive as it would imply sale of ter- 


` fitory for gain. and would have to be em- 


bodied in an equal treaty. A simpler and 
purely symbolic change would be the flag, 
replacing the Union Jack with a new and 
neutralemblem. 

In essence the sovereignty question, 


- best solved soon, is only the beginning of 


the solution as China — once faced with 
the need to discuss it — is not willing to see 
the status quo remain totally unchanged 
for an indeterminate period, and Britain is 
not willing to leave the administrative fu- 
ture beyond 1997 quite as vague as China 
would like it to be. 

For Thatcher, that leaves the critical 


` issue of how far she should go to concede 


Chinese wishesonsovereignty before there 
is very substantial agreement on adminis- 
trative arrangements. Although the 
Chinese now accept the inevitability of de- 
tailed talks, the position of their prag- 
matistsis still that oftheoriginalcommunist 
pragmatist, the late premier Zhou Enlai. 
He used to tell British visitors that Britain 
and China should focus on things on which 
they agreed and that it would not be helpful 
toprobe areasof potential disagreement. 
The history of dealings between China 
and Hongkong since 1949 also brings some 
comfort to Hongkong. Not only did the 
communist armies stop at the border, but 
Peking's subsequent policies were in sharp 
contrast with those of the Kuomintang 
(KMT), which had worked with the United 
States to prevent the return ofthe British in 
1945. The appointment to Hongkong of a 


chants in Hongkong, by exploiting the 
labour of the common people, are skim- 
med off and remitted directly into Queen 
Elizabeth’s private purse. In this 
stereotype of Hongkong, to be British is to 
be omnipotent. A white face is the key to 
privileged treatment іп all areas of govern- 
ment. Paradoxically, though, Hongkong 
is still the subject of wistful longings. Be- 
side the whores and capitalists, people are 
vaguely aware, is the possibility of making 
a fortune or moving on to California, or 
some other dream-Eldorado. 

Attitudes towards Hongkong аге 
changing, as far as the Chinese leaders are 
concerned. The late premier Zhou Enlai 
once rebuffed the suggestion by a visiting 
foreign businessman to the effect that 
people in Hongkong were, in the material 
sense, relatively well off. *I cannot agree 
with you at all,” said Zhou sternly, “I can- 
not accept that.” 

Only a few years later, then vice-chair- 
man Deng Xiaoping and other Chinese 
leaders were telling visitors — including 


British diplomat as political adviser to the 
colonial government was originally de- 
signed as a counter to the unwelcome pre- 
sence in Hongkong between 1945 and 1949 
of a KMT representative. He lived in a 
house in the exclusive residential area, the 
Peak. and left in haste when the com- 
munist armies triumphed. The house re- 
mained empty and, though Peking has on 
several occasions indicated that it would 
be interested in having a permanent repre- 
sentative in Hongkong. it has never press- 
ed the matter. 

The most basic issue of day-to-day gov- 
ernment is: who takes responsibility? At 
present London does. And Thatcherissure 
to be firm that it remains so, even to the ex- 
tent of an army garrison to back the civil 
power. Britainis not prepared to be simply 
an administrator of a city council carrying 
out decisions made elsewhere. On the 
other hand, China is likely to insist on its 
rights to formal consultation on matters re- 
flecting sovereignty, which can be con- 
strued as extending from land reclamation 
toair-traffic rights (bad luck Cathay Pacific 


Airways). 
A second area of intense debate could 
be the governor. There has been talk 
that he should be a local Chinese, perhaps 
one of the merchant princes. London 
maintains firmly that as long as it retains 
ultimate responsibility for administration 
the governor's ultimate loyalty must be to 
London and could not be divided between 
administrative answerability to. London 
and compatriotic loyalty to the Chinese 
motherland. 
However, London can do a great deal to 
reduce the visible presence. of expat- 







Hongki governor at the time, Sir 
Murray (now Lord) MacLehose — that 
they really could not do much more to pre- 
vent illegal immigration into Hongkong, 
as long as incomes and living standards 
were so much higher there than on the 
mainland. 

Fifteen years ago, it could mean impri- 
sonment or even death to have it said that 
one had connections in Hongkong. In- 
deed, in 1966 Mao’s now-imprisoned 
widow, Jiang Qing, had an old woman 
jailed just. because she had worked as a 
servant for:her in Shanghai in the 1930s, 
but ostensibly because she had Hongkong 
connections. 

But things are different now: Hongkong 
has played a humane and beneficial role in 
the reuniting of separated families. Be- 
cause of its special status, the Chinese au- 
thorities are more willing to let people go 





Р 
A OLYMPUS 
1 | 


"Е. 
«M 


Hongkong: painted whores and big profits. 





riates in the administration and increase 
local participation іп decision-making, 
though of course that carries dangers for 
China that bourgeois and liberal demo- 
cratic ideas will become even more deeply 
embedded in Hongkong, making it ulti- 
mately even more difficult to absorb. 

An important manifestation of those 
alien principles is the legal system, which 
provides perhaps the most organic link be- 
tween Britain and Hongkong. It is not only 
the basis of the relative liberties which 
Hongkong enjoys, but also the framework 
for commercial enterprise. Ending formal 
tiesto Britain —suchasthroughtheappeals 
courts — would be easy. But two legal sys- 
tems — one emphasising protection of the 
rights of the individual, the other designed 
to order society as a whole — could hardly 
operate side by side, or be amalgamated. 
One manifestation ofthe liberal British ap- 
proach is the attitude of the Hongkong 
Government towards KMT supporters. 
China is believed to be keen to see the ves- 
tiges of Taiwanese presence obliterated, 
as they have been in Macau. It wants the 
outlawing of the KMT flag and KMT-af- 
filiated newspaper and unions. London, 
however, considers that it already takes a 
hard line against undercover activities 
aimed at China and cannot reasonably ban 
all legal activities by KMT sympathisers. 
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there and stay if they wish. Usually these 
are middle-aged or elderly people, often 
returned Overseas Chinese intellectuals 
and professional people, who have found 
it impossible to settle down in China or get 
over the harsh way they were treated in 
the Cultural Revolution. 

Thus Hongkong serves as a kind of so- 
cial safety valve through which the main- 
land can let off some of the steam of dis- 
content caused by past arbitrary rule. It is 
also a display window where glossy books 
about the mainland, or semi-official reve- 
lations about the war with Vietnam, can 
be put on the market without the meticu- 
lous checking and censorship necessary to 
produce so much as a calendar in the 
People's Republic. 

Seen from Peking. Hongkong is baffl- 
ingly complex, with the side-effects , of 
each possible move causing fresh prob- 
lems and complications. Without a rigid 
cultural and economic quarantine, Hong- 
kong re-absorbed by China will be a mas- 
sive source of graft and malfeasance. 
There have been problems already: offi- 
cials and sportsmen have allowed them- 
selves to be entertained in bars and night 
clubs; other Chinese visitors hoard their 
allowances of Hongkong dollars and 
spend them on electronic goods, falsifying 
their expense accounts. 


Another area where administration and 
sovereignty meet is passports. The Hong- 
kong British passport is a second-class 
document and will probably disappear and 
be replaced by some more neutral creden- 
tials akin to the certificate of identity car- 
ried by those who live in Hongkong but 
were not bornthere. 

The possibility that the renminbi will re- 
place the Hongkong dollar has been raised 
in Peking by the Academy of Social Sci- 
ences, which includes an economic think- 
tank. Although this suggestion seems to 
have been for purposes of theoretical dis- 
cussion only, it created more alarm in 
Hongkong than any other question. Cur- 
rency is not a sovereignty issue. Most of 
Hongkong's economic benefit to China is 
achieved because of Hongkong's separate 
and convertible currency, which enables 
otherwise unexportable Chinese goodsand 
services to be sold in Hongkong to earn for 
Peking currency which can be changed into 
otherconvertiblecurrencies. Itisa measure 
of the ignorance in some quarters in Peking 
that replacement of the currency could 
even be discussed. It was ironic, too, given 
that the Hongkong dollarhas become asin- 
terchangeable in Shenzhen Special 
Economic Zone (SEZ) as in Macau, and 
circulates widelyin Guangdong. 

The emergence of the SEZs has been a 
key example of the pragmatism which 
should ensure à future for Hongkong. But 
they have created their own problems, first 
by giving China a more direct interest in de- 
cisions taken in Hongkong and secondly by 
suggesting that Hongkong can become a 
kind of super SEZ, governed as part of 
China but with its own special capitalistic 
environment. That, ofcourse, could well be 
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its eventual fate. But there is all the differ- 
ence in the world between an SEZ which is 
essentially an industrial entity and one 
which owes its prosperity to an entirely dif- 
ferent legal, administrative and economic 
system. 

Peking officials are already worrying 
about thecorrupting effects ofinterplay be- 
tween Hongkong and Guangdong. To be 
too involved with the Hongkong Govern- 
ment would be contaminating — some- 
thing which the leftists, who used but 
quarantined Hongkong, understood well. 


I? the end, Hongkong with its mercenary 
view of the world may exaggerate its 
economic importance to China. As much 
as 40% of foreign-exchange earnings may 
sound a lot, but not all would be lost by a 
takeover. Although foreign trade hasa key 
role in the Dengist modernisation pro- 
gramme a couple of big offshore oil 
strikes would largely compensate for 
Hongkong. Its trade benefit could also di- 
minish if international protectionism con- 
tinues to grow. 

However, Hongkong may underesti- 
mate its less tangible strategicand symbolic 


| value. Chinese leaders of whatever ideol- 


ogy tend to have some sense of history. 
They are aware just how far behind ad- 
vanced nations the country lies and it is not 
forgotten how important the old foreign 
enclaves such as Shanghai were in initiat- 
ing industrialisation just as Nagasaki was 
in Japan. And they are aware of the cost of 
removing foreign-devil influence before 
taking full advantage of it. 

With a long struggle with the Soviets 
ahead, there is a clear merit in keeping an 
international free port in China's southern 
waters in whose continued existence 
friendly foreign nationals will have some 
sort of trading and investment stake. The 
potential, if imprecise, strategic benefits 
greatly outweigh any embarrassment the 
Soviets can create for China over Hong- 
kong. 

Any Chinese leadership must also 
realise that ifit makes a mess of Hongkong 
it can say goodbye to peaceful reunifica- 
tion of Taiwan for the foreseeable future. 
Unlike Hongkong, Taiwan can defend it- 
self. It will willingly rejoin the motherland 
only if Hongkong's people can be seen to 
have retained their very special position. 
In practical terms, that means for now — 


| but obviously not forever — a continuing 


role for Britain. 

Meanwhile, Hongkong's people must 
accustom themselves to the fact that 
change is inevitable — but can be gradual 
and fairly painless if both sides can edge 
themselves to an overlap of positions 
which is not total accord so much as an 


| absence of discord. 


The absence of a definitive statement 
after Thatcher's visit may make already 
jittery businessmen more nervous. But à 
clear indication that both sides have begun 
to work towards a negotiated settlement 
which has to be politically acceptable to 
both and conform to the reasonable ex- 
pectations of Hongkong people should be 
a safety valve for pressures which have 
built up in recent months. 





IN 
HONG KONG 
THE MOST 
DEMANDING 
TRAVELLERS 
STAY WITH 
US. 





harbour is right in the heart of 
the Central business district, 
only steps away from 
international banks and 
corporations. 


The other side isn’t. 
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Hotel Furama Inter: Continental, 
No.1 Connaught Road Central, Hong Kong. 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 
Manila 89 4040 Singapore 2202476 
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Hongkong: China's 
leaders have yet to 
arrive at any resolu- 
tion of the problem 
of Hongkong's fu- 
Su ture which, if seen 
AN heré as potentially 
practicable, would 

inspire the confidence of investors and the 
local population. It is unrealistic to expect 
do so unaided. Diplomatic 
sources maintain that a valuable opportu- 
nity to educate Peking on what makes 


€ 
Pod 


` Hongkong tick and how confidence can 
come unstack was lost in June. 


Leading local businessmen, known here 
as fat cats, and 12 representatives from 
patriotic, or Peking-affiliated organisa- 
tions who met Deng Xiaoping and other 


| Chinese leaders in separate meetings 


failed to tell them what most people on 
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this once barren rock know to be true: that 
preservation of Hongkong’s economic 
viability requires maintenance of an estab- 
lished currency, a free-enterprise system 


and a lifestyle which have been developed 


under a British administration by Chinese 
refugees who voted with their feet. 

The visitors also failed to explain that 
regular assertions of Chinese sovereignty 
not counterbalanced by concrete assur- 
ances that Chinese jurisdiction over 
Hongkong was a separate issue were any- 

‘thing but reassuring, or that the wide- 
Spread acceptance that Hongkong was 
part of China covered only the cultural, 
ethnic and geographical aspects, and not 
the system of government. 

If the fat cats had assumed that the pro- 

liferation of Chinese representatives in 
business and banking circles here meant 
Peking had its finger on Hongkong's 
economic pulse and hence had a firm 
grasp of what makes this place tick, they 
were being unusually naive. The politics 
of survival among Chinese cadres posted 
Overseas perpetuates the time-honoured 
practice of saying what they think their 
Superiors want to hear. Moreover, the 
Chinese bureaucracy is a fine-meshed 
Screen through which the views of Hong- 
kong businessmen and other local people 
have great difficulty filtering to Peking. 

To make matters worse, solutions 
floated by local political commentators 
(not, the REVIEW understands, on instruc- 
tions from Peking) have not been met by 
any public hostility or been subjected to 
credible analysis. 

The most detailed scenario appeared in 
mid-August in a local Chinese-language 
magazine Guang Jiao Jing (Wide Angle) 
which has an independent editorial line. It 
said that Hongkong would fly the Chinese 
flag, have a locally elected chief adminis- 
trator approved by Peking — who need 
not be an advocate of socialism — and that 
its status as a free port and international fi- 





nancial centre, as well as the Hongkong 
dollar, economic system and lifestyle 
would be maintained. Wide Angle also re- 
ported Chinese sources as saying that 
most Hongkong laws would be retained, 
but that a Supreme Court of Appeal 
would be set up (to replace the Privy 
Council) and that, in essence, there would 
be two different systems, capitalist. and 
socialist, within one China. 

Another solution, suggested by Cheng 
Ming — a monthly which no longer enjoys 
the tag of being a Dengist magazine — was 
that Hongkong become a special 
economic zone (SEZ). possibly merging 
with that of Shenzhen, which was set up in 
1980 to take advantage of the British ter- 
ritory's industrial, trading and financial 
expertise. Such а merger could prevent 
capitalist influences from leaking into the 
rest of China. There has also been spécu- 
lation — inspired by Ye Jianying's nine- 
point proposal to Taiwan in September 
1981 suggesting the island could become a 
special administrative zone (SAZ) and 
keep all aspects of its lifestyle that 
Hongkong could be similarly autonom- 
ous. This idea has been fuelled by Article 








provides a legal | 


Li 


s for SAZS. 

A suggestion by prominent local 
businessman R. C. Lee that Hongkong, 
under Chinese sovereignty and the red 
flag, be administered jointly by a Sino- 
British committee, was reported by 
another independent magazine, Pai 
Shing,to have been raised when Deng met 
the 12 patriots from Hongkong and 
Macau. The nature and content of the dis- 
cussion, however, were not reported. 
Another idea — by à local group called the 
Reform Club, which has links with the 
British Liberal Party — was that Hong- 
kong be declared a United Nations trust 
territory and that China serve a 10-year 
notice to the UN of its intention to take 
Hongkong back. 





В" the SEZ and SAZ suggestions fail 
to answer two key questions — who 
rules and by whose rules? China may have 
laid down the legal basis for SEZs and fu- 
ture SAZs, but there is one huge problem 
— Hongkong's population, opinion polls 
have shown, does not want to come under 
Peking's direction. The absurdity of the 
trust territory solution is balanced by its 
proponents' suggestion that more time be 
borrowed. The joint administration idea, 
however, is absurd. 

Authoritative analysts stress that 
magazines like Wide Angle, Pai Shing and 
Cheng Ming are no longer used to launch 
Peking’s trial balloons. Nevertheless, the 


Political consensus over a: 
golden Goose Green 


By Daniel Nelson 

London: When 
questioned — about 
Hongkong. British 
Labour Party MP 
David Ennals re- 
plied: “I have never 
been asked about 
Hongkong by a con- 
stituent. It is not an issue in domestic 
British politics." But, until recently, 
neither were the Falkland Islands. 

In recent discussions with the REVIEW 
about Hongkong, MPs of all parties spent 
much time musing about the Falklands es- 
capade and then added: *Of course, you 
can't draw parallels with Hongkong." 
Maybe not, but what people here call the 
Falklands Factor has alerted politicians to 
the possibility of similar problems arising 
in Britain's 12 other dependent territories, 
of which Hongkong is by far the most 
populous, 

Cranley Onslow, a minister of state at 
the Foreign Office, says that no less than 
half of these, including Hongkong, are 
subject to territorial claims by other 
states, Although Britain retains a garrison 
in Hongkong, it is the least defensible of 
the 12. 

Economic success is the key to Britain's 





continued interest in Hongkong. 
Backbench Conservative MP Sir Bernard 
Braine told the REVIEW: “It is accepted by 
everyone that there is no basis for col- 
onialism in the world today, save on the 
basis of trusteeship. Support for Hong- 
kong, at least among Conservatives, is 
based on admiration for its economic suc- 
cess. Hongkong ts the best example in the 
present century of successful capitalism. It 
is a British success story and there aren't 
too many of those around at the moment." 
Ennals agrees that many of his Labour 
Party colleagues support Hongkong for 
similar reasons, “particularly now it is no 


longer . the unacceptable face of 
capitalism.” 
British Prime Minister Margaret 


Thatcher is known to admire Hongkong’s 
economic performance, but it is ironic that 
though her government is probably more 
pro-Hongkong than any British adminis- 
tration since World War II, mistrust of 
London in the territory has increased dur- 
ing her period in office. In his maiden 
speech to the House of Lords last Oc- 
tober, Lord Kadoorie — the colony's first 
peer — remarked: “In Hongkong, the 
strength of Her Majesty’s Government’s 
commitment to the territory has been cal- 
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possibility. that. middle-ranking 
officials may still be tempted to use jour- 
nalistic contacts here to float ideas which 
could later be rejected as speculation is 
too great for 1997-watchers to reject 
magazine articles totally. Sources, how- 
ever, pointed out to the REVIEW that all 
these articles reiterate, Premier Zhao 
Ziyang’s twin principles of Chinese 
sovereignty. and Hongkong's continued 
prosperity, but that the post- 1997 scena- 
rios were personal embellishments. 

Why have these suggestions — what- 
ever their source of inspiration — not 
been dismantled through public discus- 
sion? Businessmen and concerned citizens 
privately state that, without the conces- 
sions of jurisdiction on the part of the 
Chinese and territorial sovereignty on the 
part of the British, all options come un- 
stuck, Is it because the vast majority of the 
population — as shown by a.recent opin- 
ion poll — felt they were unable to influ- 
ence policy decisions emanating from Pe- 
king and thus saw the problem as one for 
politicians to resolve? 

Even businessmen with close. Chinese 
links feel helpless. John Wu, manager of 
the property development firm Trafalgar 
Housing. which has invested millions in 
China and is the project manager for the 
China Resources-led consortium involved 
with the Hongkong Government in build- 
ing a town for 135.000 at Tinshuiwai, told 
the Review: “The forces at play are too 
big for any private group to influence. The 


led into question, despite ministers’ reaf- 
firmations of it.” 

This mistrust stems from several fac- 
tors: resentment over the Nationality Bill, 
which underlined the uncertain status of 
most Hongkong Chinese; anger over the 
new policy on overseas students’ fees, 
which lumps Hongkong students with 
other foreigners instead of with subsidised 
students from the European Community, 
and disappointment over London's un- 
willingness to stand up for Hongkong on 
the issue of the territory's textile exports 
to Western Europe. 


hatcher has been made aware of Hong- 

kong's reaction to these 
which the government insists | were 
prompted by purely British considerations 
and were not aimed at Hongkong. But the 
thought that Thatcher might attempt to al- 
leviate Hongkong's suspicions by making 
pledges about Britain s commitments 
which. could in turn complicate negotia- 
tions with Peking makes the Foreign Of- 
fice anxious. 

What are these commitments? Inter- 
views with government officials and a 
cross-section of MPs from the three major 
parties provide two main answers to this 
question: Britain is committed to the con- 
tinued prosperity of Hongkong and the 
well-being of its residents. 

Few MPs have given any thought about 
how to maintain prosperity in the run-up 
to 1997, but there is a widespread assump- 
tion that if instability undermines prosper- 
ity, neither China nor Britain will be so 
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Chinese 








policies 


Wu: ‘no one can interfere.’ 


solution will have to be a political decision 
between China and Britain,” 

Wu's deference to what he describes as 
China's “perfect understanding , -of 
economic conditions in Hongkong — no 
one has to tell China what to do" is an 
alarming delusion 

Local businessmen may be prepared to 
waste time educating mainland Chinese 
on how to seal deals and make money. 
And the people of Hongkong may also be 
prepared to continue remitting cash and 
giving electrical appliances to relatives 


concerned with the territory or its people. 
Almost all MPs questioned referred to a 
"mqral commitment to the people." But 
the commitment has yet to be translated 
into political terms. It does not extend, for 
example, to accepting large numbers of 
immigrants or refugees from Hongkong in 
the event of an exodus. Such an exodus is 
one of the few developments which could 
turn Hongkong into a political issue in Bri- 
tain, where there is strong grassroots op- 
position to further immigration 

The Labour Party's deputy foreign af- 
fairs spokesman. Roland Moyle, said: “If 
it came to the crunch, there would have to 
be an international rescue operation for 
the people.” But would not European 
countries and the United States argue that 
the. responsibility. for the Hongkong 
people fell on Britain? “Oh no, they 
couldn't get away with that. We would 
argue that Britain had kept Hongkong 
going not only for the British but for 
France, West Germany and all the other 
countries with investments there.” 

Assessing British commitments to 
Hongkong is a less useful exercise than 
identifying London’s interests. Several at- 
tempts have been made to draw up a 
rough  balance-sheet for Hongkong, 
showing the profit and loss to Britain. One 
of the most recent was commissioned 
three years ago by a consortium of in- 
terests including the Hongkong and 
Shanghai Bank. 

According to John Swire, chairman of 
John Swire and Sons in London, the study 
showed that the economic benefits of 


and friends in China. However, few local A 


Chinese want any Sino-British 
settlement to include Chinese 

over Hongkong — a feeling reflected in 
the overwhelming preference for the 
status quo as evinced by opinion polls. 

The latest such poll, commissioned А 
local middle-class lobby called the Hon à 
kong Observers and published last mo 
showed that people questioned 
the economic system and the H ко 
lifestyle with its freedom of 

thought, action and speech as the more 
important aspects of the status quo. 

Or, as Wu put it: “The people of Hong- 
kong would like see the present status 
maintained, not because it is British, but 
because we have come to understand and 
are comfortable with this legal system, a 
relatively clean, efficient and responsive 
government and free-market economy.” 

Other aspects of Hongkong life valued 
by the people. the poll showed, were the 
opportunity to make money and the social 
mobility. 

Businessmen, another poll showed, 
wanted China “to make an early an- 
nouncement, preferably before 1983 
ends, of its decision [or] position on the 
1997 question." In general, the execu- 
tives, representing 545 companies, said 
that if the status quo could not be main- 
tained, then Peking should reclaim 
sovereignty over Hongkong "but only in- 
directly" and "allow Britain to continue 
administering the territory." a 
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but, if certain other issues were 
nto account, such as landing rights, 
gkong was of considerable advan- 
is very difficult to compute à pre- 
igure, but one most frequently found 
e British media is of an approximate 
о Britain of £100 million (US$174.2 
).a year. Hongkong is. Britain's 
est customer in East Asia, bigger than 
ina and Japan. In 1981, Hongkong im- 
ted HK$6.3 billion (US$1.04 billion) 
‘Of British goods — constituting 
fly 32% of all imports from Western 






















tain industries claim they һауе. 
islocated by imports from Hong- | 
now a serious competitor to British | 
acturers, both. in Britain and 
-The implication was spelled out in = 
Nott, then British trade sec- 
If Hongkong [people] want Bri | 
fight for them around the world, 
ave just got to take more of our. 
* (Such talk of fighting for Hong- : 
now rather ironic, given Britain's: 
the EEC's attempt to further limit | 
ong's textile exports.) 
in can, however, expect to win 
major civil engineering contracts in ` 
kong, whether in straightforward. 
I competition or from deals like 
a Light and Power's Castle Peak sta-, 
which was not put.to international 
Review, Apr. 17, '81). Hong- 
so remains a sensible antechamber 
ic China market. 
e officials stress, however, that 
a.and Hongkong are separate mar- 
s, and that *our trade with China has 
done particularly well in the last two 
:” It is currently running two-to-one ` 
"China's favour. Britain is hoping to gain 
d share of a series. of major Chinese 
lecommunication and energy develop- 
ents, and Thatcher will be disappointed 
he fails to nudge forward Britain's par- 
ipation in the proposed Guangdong nu- 
power station. t 
Thatcher may. sugge that a ger. 
iare of the action. in China's modernisa- - 
on programme migh fittingly go to the 
ountry with which China is in partnership « 
Hongkong China, of, cours 


































. foi 


adopt a similar tactic — linking discus- 
sions on Hongkong with Peking's desire 
for trade credits or concessionary deals on 
development projects. | 
All this, however, is based on a rather 
narrow view of the benefits of Hongkong 
to Britain, which tend to be assessed sole- 
ly in terms of trade. But a wider perspec- 
tive does exist, and it is put most articu- 
lately by David Owen, Labour foreign 
secretary in 1977-79 and now a leading 
light i in the Social Democrat Party (SDP). 
"The central question of why we are in 
Hongkong is not gain," he told the 
REVIEW, "The commercial arguments are 
very even; and we shouldn't waste time on 
tenuous arguments: about British gain. 
The issue is Britain's position in the 
world.” SDP MP Тап Wrigglesworth 
agrees, holding that relations with China 
through Hongkong are fundamental to 
the West. 


wen considers that the Falklands war 
will affect Hongkong, because it had 
proved that Britain "is not ready to reduce 


its vision to а wholly European level... | 


That's where the Falklands is interesting." 
Owen argues that what he dismisses as the 
lily-livered liberal intelligentsia “made a 
classic misjudgment of the British people. 
At first they said the public would not fight 
for 1,800 Falkland islanders. 

“Then they said the public would with- 
draw support when the first casualties oc- 
curred, They were wrong, and this is a 
good omen for the Hongkong negotia- 
tions — or rather, discussions, for I don't 


think the Chinese would like to call them. 


negotiations. It showed a readiness for 
Britain to exert world influence, not 
power. Taking away Hongkong would be 
the little thing that pitches you away from 
Asian involvement. Hongkong is a very 
crucial nexus. 

The main worry in London is not that 
China wants to make drastic changes, but 
that it will underrate or miscalculate the 
measures needed to preserve confidence. 





point to the possibility of changes of gov- 
ernment in China as an important reason 


ris 


f Hongkong. But what of 


Officials and politicians here tend to'| 









^inese participation in the | 






ty e a leftist 
the perpetuation of 
colonial relics in any form aud à number of 
MPs who:are unhappy with China's anti- 
Soviet line.and therefore dislike any co- 
operation with Peking. “Тһе soft under- 
belly of the Labour Party will not fight for 
Hongkong." said Owen: : 
Thanks to improvements in housing zand 
other social services achieved: during the 
governorship.of Lord MacLehose, Hong- 
kong has lost its sweat-shop image: But a 
lobby of 15-20 Labour MPs maintain a- 
flow of often critical parliamentary ques- 
tions about the territory. With some jus- 
tification, they claim to have contributed 
to the improvement in conditions without 
which there:may well have beera Labour: 
Party groundswell against ч Hongkong 
connection, 

The desire to see và eater pe tical par- 
ticipation by. the people of H ngkong re- 
mains 3 concern among the minority of 
Labour MPs who take an interest in Hong- 
kong. The official Labour view, expressed: 
by Moyle, is that though the party has yet. 
to develop.a policy. оп the: Hongkong 
question, “we would like to negotiate the 
future : of. .. Hongkong against the 
background, that we have to give up the 
lease and that we don’t believe the rest [of 
the territéry]-is a viable unit, but also 
against the fact that China does:have an in- 
terest in the present set-up and that we 
want the people of Hongkong to have a 
say in their future and the development of 
internal ‘processes of Hongkong — with- 
out suggesting that this principle іѕа way 
of denying Hongkong to the Chinese." 

A determined minority can exert а 
strong influence and there are moves 
afoot in the Labour Party to introduce a 
sharper, more critical stance on Hong- 
kong. Demands for sweeping changes in 
areas including labour law, distribution of 
wealth, industrial compensation and 
democratic participation have. been: em- 
bodied in a party sub-committee report. It 
is probable; however, that only.a Labour 
Party led. by supporters of leftist Tony 
Benn would bring about noticeable changes 
in Hongkong. policy and: the indications 
are that such a party would find it difficult ; 
to gain power. 

Given such views in Britain, China may 
consider. that there is- no particular 
urgency from the. point of view of the 
British domestic political situation to try 
to settle the Hongkong issue now with the 
Thatcher government, as there is no signi- 
ficant danger in the near future that it 
could find itself dealing with а leftwing 
administration hostile to Hongkong and 
more sympathetic to the Soviet Union. It 
may of course change, but-at present the 
consensus political view is that Hongkong 
should mad a future and that Britain 
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MacPherson Stadium, Mongkok, Hong Kong. 
October 5th-9th 1982. 
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TAKING OFF NEXT YEAR 


es © 


During the decade of the 1970's, Construcciones Aero- 
nauticas, S.A. of Spain, better known as CASA, designed 
and produced a truly remarkable twin turboprop STOL air 
transport. With an amazing flexibility, and practically the 
lowest operating costs in the world. The airplane — known 
as the CASA C-212 — became an instant success. 

Drawing on the spectacular success of the C-212, CASA 
has now launched a joint venture with P.T. Nurtanio of 


Indonesia to produce the premier airliner/freighter/ 
combination for operation into the 21st Century and 
beyond. 

Designated CN-235, the new air transport will retain the 
best characteristics of the C-212, including FAR Part 25 
compliance, but will be a totally new aircraft. 

Use of space age composite materials will reduce weight 
and allow for increased operating efficiencies with greater 








payloads and increased profits. The fuselage is designed 
for a structural fatigue life of 50,000 hours; nearly twice as 
long as existing airframes. 

The CN-235 will offer seating for 34 or 38 passengers, 
depending on seat pitch, at a per-seat price well below that 


of any comparable aircraft: about $100,000 in 1982 dollars. 


Passenger comfort is a primary concern for CN-235 
designers and engineers. As a result, its 8 ft. 10 in. wide by 
6 ft. 2 in. high cabin cross section provides for comfortable 
two-plus-two seating, more than enough stand up head- 
room, and ample space for overhead bins. 

Like the C-212, the CN-235 will be equipped with our 
exclusive hydraulically operated rear-loading cargo/bag- 
gage ramp door. The aircraft is designed to operate as a 
passenger-carrying airliner; as a cargo-carrying freight liner; 
or a combination of the two. 

The CN-235 will also be a STOL aircraft capable of 
getting in and out of strips that hardly qualify as airports. 

In addition, the airplane's retractable gear and pressurized 
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cabin contribute to a 250 knot cruise speed at 15,000 feet 

The General Electric CT7-7 turboprop engine was 
selected to power the CN-235 because it offers a higher 
power-to-weight ratio and better fuel economy than com 
petitive engines. Modular design and simplified mainte 
nance procedures was another important consideration 
Early engine maturity is assured by virtue of the engine 
family background in both civil and military operation prior 
to the 1985 service entry date of the CN-235. 

For more information, contact: Construcciones 
Aeronauticas, S.A.; Rey Francisco,4; Madrid 8, Spain 
Telephone: 247 25 00. Telex: 27418. Or contact: P.T 
Nurtanio; Menara Patra Bldg., 8th floor; JL.M.H., Thamrin 8 
Jakarta, Indonesia. Telex: 44331 ATP JKT. 
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te шаң?” 
In an extraordinary city, 
Mandarin International offers 


a great hotel. 


NINE EOM 


For reservations at The Manila Mandarin please call: the nearest office of 
HRI, The Leading Hotels of the World, your travel agent, the hotel direct 
at 857811, telex 63756, any other Mandarin International hotel 
or any British Airways Office worldwide 


Hong Kong: The Mandarin. The Excelsior. The Royal Garden. Bangkok: The Oriental 
The Royal Orchid. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin (1983). Macau: The Excelsior (1984). Singapore: The Oriental (1985) 
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The 
Giant Panda 
needs your help 
to survive 


ORE every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 









WWF a 1 of this space by 


sides of the Atlantic. 
Safe everywhere under 


“Refundable on both ; 
the sun."— Leif Ericson N 





"Recognized around the 
world. It is round, you know." 
— Christopher Columbus 
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" Available in leading 
world currencies. A very 
practical invention.’ 
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i "Good in 160 countries. 
/ 1 wouldn't trade them for 
/ all the tea in China." 


— Marco Polo 





The money TENER world travelers carry. 


Experienced world travelers know better than to 
carry ordinary money. They prefer BankAmerica 
Travelers Cheques — World Money. Not only are 
they accepted in over 160 countries and refundable in 
more than 40,000 places around the world, but now 
they are available in leading world currencies as well: 


U.S. Dollars, Deutsche Mark, and Pounds Sterling. 
Add the fact that BankAmerica Travelers 
Cheques are backed by Bank America Corporation, 
with assets of over US $100 billion, and you can see 
why people who know where they're going carry 
BankAmerica Travelers Cheques wherever they go. 


BankAmerica Travelers Cheques. World Money: 


BA CHEQUE CORPORATION thi 


A BANKAMERICA COMPANY 


“Accepted on both sides 
of the Alps, and almost 
anywhere else you're 

vacationing.” — Hannibal 
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"Kuala Lumpur 
never stops changing. 

This time, I hardly 
recognized my 
favourite hotel." 


Even if you usually stay at The 
Regent of Kuala Lumpur, we want 
you to try a new hotel. 

A hotel where you dine amid 
authentic antiques. And breakfast 
by the side of the swimming pool. 
A hotel with a health club to keep 
you fit and an Executive Centre to 
simplify your business day. 

A hotel where your spacious room or 
suite glows with bright new colours 
and bold new fabrics. 

There's a lot you won't recognize 
about The Regent. But we haven't 
changed the smiles or the service 
that keep people coming back time 
after time. 

Next time you book a room in 
Kuala Lumpur, you have more 
reasons than ever to reserve at The 
Regent. 
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A REGENT*INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. SYDNEY 

MELBOURNE. MAUL ALBUQUERQUE NEW YORK 

CHICAGO. PUERTO RICO. MONTREAL 


KUALA LUMPUR 425588, TELEX MA30486; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 





® MISHANDLING of information has 
reached such proportions in Hongkong 
as to have become a significant political 
liability. First there were the fiascos of 
the Bank of China and 

deals, when government 

precisely the opposite effect to that origi- 
nally intended.’ 

the run on the E 

the space of one 

Secretary Henr: 

statements saying almost exactly the 
same thing: “Everything’s OK." Why 


|: two? Did no one believe the first one? 


Or did no press person believe that 
Ching — s approachable and 
hie a. / nt that he might be 
) hina or Singapore 

а ур | Чокол —- һаа 

| actually lei ne 
pub i 

i | ү create suspicions 
where none was merited extends to the 


office of the commissioner of banking f 


whi pervises banks. The morning 
flowing the bank rum; the REVIEW 


“| asked the said office for a copy of the 


most recent balance-sheet of Hang 
Lung. Our purpose was not to*try to 
+ make our own determination of whether 
or not the bank was solvent. So little in- 


| formation. до banks have to publish іп 


| Hongkong. that published balance- 
Sheets give no real indication of any- 
thing. We just wanted a few basic fig- 
ures. 

We were met by repeated point-blank 
refusals from a succession of bureau- 
. crats. Eventually we managed to get the 
required information from the bank it~ 
self. But more ‘suspicious minds might 
have jumped to the conclusion that the 
office wanted.to hide something. At 
least, it was a most successful exercise in 
“not reassuring the medias =. 

The same office also superv 
sit-taking companies (DTCs). | 
reason, their balance-sheets are availa- 

{р on request. 

:: However, every effort ide to makea 
profit from the operation rather than en- 
courage the public to learn a modicum 
г about the companies with whom they are 
invited to place their deposits. The cost 

HKSS (83 US cents) per page com- 

re ith commercial photocopying 

Bi of $$ than HK$1 per page and it 


China, iets fuelling the 
ia of recent weeks. The 
' Chinese have been equally cretinous. 
= Unthinkingly, the Bank of China de- 

"announce, on a Sunday, details 
‘of its land purchase through the “patrio- 
tic" Hongkong daily, Ta Kung Pao. The 
bank naively assumed that investors’ 
hearts would be put at ease by the a 


billion (US$165 million) p purchase, and | 
did not anticipate that local reporters —. 


unlike those in China — would question 
the generous repayment term of 13 years 
at an extraordinarily low interest rate. 
The result: uncoordinated responses 
from Hongkong Government officials 
which made the deal look too friendly 
than was usual or comfortable for the 
business community. 

But if the bank and the Hongkong of- 
ficials behaved like the proverbial bulls 
in à China shop, some clueless provincial 
bureaucrat gave a similar performance 
during Governor Sir Edward Youde's 
visit to Guangdong last month when he 
said that the State Council had approved 
the building of a nuclear power plant in 
the province. Admittedly, the informa- 
tion was probably extracted by bullish 
Hongkong reporters who were stamped- 
ing round looking for اا‎ during the 
visit. 

But someone from the Xinhua news- 
agency office in Hongkong should have 
briefed Guangdong comrades about 
likely questions and the most appro- 
priate answers. However, given the un- 
wieldy Chinese bureaucracy and its or- 
ganisational politics, the “leak” to the ef- 
fect that Guangdong Governor Liu 
Tianfu had informed Youde of the State 
Council's go-ahead which, again, caught 
Hongkong officials. оп the nod was al- 
most predictable. There has to be some- 
thing odd about an announcement of a 
massive project which was met by an in- 
credulous "That's great" comment from 
the Hongkong Government's energy of- 
ficials. To set the record straight: Liu did 
not teli Youde that thé State Council had 


given the go-ahead, АН Liu said, in re- | 


sponse to Youde's question about prob- 
lems encountered in the province, was 


] that inadequate electricity supply was a 
-.| major stumbling block, and that among: 


various plans to overcome it were 


medium-sized power stations and some 


large ones, including a nuclear power 
plant about which there have been dis- 
cussions with China Light and Power 
about joint financing. 

€ SINGAPORE-Malaysian relations 
have risen to a new high following the 
visit of Lee Kuan Yew to Kuala Lumpur 
recently. On the streets of Singapore, 
however, it is business as usual and one 
aspect of that is, politics aside, reports 
Hongkong correspondent Mary Lee, 
fresh from holidaying in her homeland, 
Malaysian coins are no longer accepted 
at par value, the exchange rate of the 
ringgit to the local dollar having fallen 
10%. Fast food shops and the Singapore 
Bus Services were so grateful for the citi- 
zens' cooperation that they bought 
newspaper space to thank customers for 
not paying with Malaysian coins. But the 
point of interest ín this cash-flow issue 
was that government henchmen saw fit 
to direct the New Nation, the afternoon 
daily, that it should stop printing stories 
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University baboon: ? 
eWE reproduce a recent item from 


Cairo newspaper: 


-quitted of raping à she camel by Kuwa 


Criminal Court. 
| It was alleged that 
his way into а 


“saulted the ca: 


The court heard the 


that he had caught the man trying to 


the camel. 
""The camel was in a pretty. b 
shape," he told the court. 

The guard denied the charge, say 
that he had gone to the neigtibo "sf 
to sleep. 

He had.been woken up. by four m 
who attacked him, tied him up and; 
ged him to a police station... 

The court ruled that there was no ev 
dence that the guard. had tried to raj 
the camel, according to me Майер à 
Al Anba. | ; 
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Bin agent at large 


— By Ted Morello 
- New York: The United Nations has re- 
- ceived a new Canadian report that gives 
- backing to the United States contention 


that Indochina's population is the target of 
biochemical warfare. 

The Ottawa government study, sent to 
Secretary-General Javier Perez de Cuellar 


- en September 7, followed by less than 
~ three months its more cautious finding 
` that “something is going on” in the region 


to substantiate Washington's charges 


y ‘against the Soviet Union and its Asian al- 
- lies (REVIEW, July 23). This time, after 
- noting that Canada has been questioning 
— alleged Asian chemical-attack victims for 


nearly six years, the study concludes: 
“The duration of time over which inter- 


р views have been taken and their consis- 


‘tency tends to substantiate the charges 


- that some sort of chemical agent is being 


used in Southeast Asia.” 

But again, the Canadian findings stop 
short of fully corroborating the American 
charges. The US has zeroed in on 
trichothecenes (a mycotoxin poison, pro- 
duced by fungi), as a principal agent in the 
alleged yellow rain attacks. But after labo- 


. ratory tests on blood samples from four al- 


leged victims of an attack in Laos, chief in- 
vestigator Peter Scott concluded: “The 
presence of trichothecenes . . . has not 

en established." Scott is on the staff of 
the food research division of Health and 
Welfare Canada, a government ministry. 

The Canadian findings strengthen the 
suspicion that some kind of chemical 


А Canadian report gives further backing to American claims 
that biological weapons are being used in Indochina 


agent is being used in Southeast Asia but 
do not necessarily contribute to what the 
US described in a report to the UN earlier 
this year as “the growing body of data sup- 
porting the charge that trichothecenes 
have been used as a weapon in Southeast 
Asia." Also, it is silent on the possible 
source of the attack. 

Illustrated by colour photographs of 
four interviewed victims' lesion-scarred 
bodies, the Scott report summarises the 
inquiry conducted by Canadian officials 
on May 5 at Thailand's Ban Vinai refugee 
centre on the Lao border. The questioning 
of the four Hmong tribesmen — ranging 
from a 15-year-old boy to a 32-year-old 
man — concentrated on an alleged April 3 
air attack on a cluster of villages in a river 
valley 13 miles southwest of Phu He 
mountain. 


he refugees' accounts were similar to 

those given by Lao and Cambodian re- 
fugees interviewed earlier in Thailand by 
Canadian as well as American and UN in- 
vestigators. The four said that after they 
had heard (but not seen) a jet aircraft pass 
over their villages, they saw a wet, yellow, 
sticky substance fall to the ground, where 
it formed into small beads. They claimed 
that 80 villagers died and many more were 
affected but survived. Three of the four in- 
terviewed said they personally saw 16 
people die, including a two-year-old child 
and several old men. All victims exhibited 
the classic symptoms attributed to yellow 


The defector's story 


A Soviet soldier who joined the guerillas claims 
chemical weapons are being used in Afghanistan 


By John Fullerton 

Islamabad: Anatoly Mikhailovich Sak- 
harov is a 19-year-old Soviet army con- 
Script under зр in а cornfield just 
across the border inside Afghanistan. De- 
spite his apparent nervousness he is em- 


` phatic: Soviet forces occupying the South 


Asian country are using three types of 
chemical and biological agents in their 


_ counter-insurgency operations. 


While Sakharov says he did not take part 
directly in any military operations during 
his five months in the army, he claims he 
saw the weapons stored at both Kabul and 
Kunduz airbases; he also says he spoke to 
a helicopter crewman who, he claims, con- 
firmed the use of the weapons against 
guerillas in northern areas. And he says he 
saw a number of Soviet soldiers who had 
been victims of their own chemical and 


biological weapons; one of these, he 
claimed, had suffered eye damage. 

The first two agents he mentioned were 
said to have formed a dense, yellowish 
cloud over a target and choked or as- 
phyxiated their victims. The first was call- 
ed Picrine — probably picric acid — and 
this he claimed caused 20% casualties 
among those it affected. The second 
Sakharov called Oudushayshe; this is said 
to have caused death in three out of 10 
cases. The third chemical agent, he 
claimed, was called Smirch, which killed 
everyone it came into contact within the 
target area after blackening flesh. 

Sakharov alleged that the three agents 
were stored in liquid form in cylinders 
marked 45 белу as and created a spray 
or vapour on deployment, being carried in 


dnos with ‘blood, dine vo irritation, blur- 
red vision and disorientation. 

In addition to the Scott findings, an 
epidemiological study was submitted to 
Perez de Cuellar by the Canadian UN mis- 
sion on August 25. Initiated by the sur- 
geon-general of the Canadian Armed 
Forces, it was conducted by a Canadian 
medical team that visited Thailand earlier 
this year. However, a mission spokesman 
said the study is not a part of the continu- 
ing field investigations aimed at substan- 
tiating or rebutting the American charges 
of Soviet-supported chemical warfare. 

Rather, he said, it is a continuation of 
Canada's concentration on methods of de- 
tecting and analysing chemical-warfare 
agents and developing protection and 
treatment for victims as a defence for its 
military personnel and civilian population 
in wartime. Canada has been a leader in 
this research since World War I, when 
large numbers of its troops were killed by 
German poison gas at Ypres, France, in 
1915. 

Nevertheless, the surgeon-general’s 
study has been transmitted to the UN ex- 
pert team set up two years ago to assess 
the validity of. Washington's charges that 
chemical war is being waged in Indochina 
and Afghanistan. 





Perez de Cuellar: more evidence. 


rockets on fixed-wing aircraft and helicop- 
ter gunships. Large metal canisters as long 
as 21 ft and fixed to the fuselage of turbo- 
prop aircraft sprayed the material over the 
ground. 

Sakharov's testimony is detailed, 
though it is conceivable that much of the 
information may have come from his 
chemical and biological defence training 
in Kabul. But the questioning lasted more 
than three hours and he stuck firmly to his 
story. His Russian-language answers were 
recorded and independently translated. 

Sakharov's report coincides closely with 
eyewitness reports and second-hand infor- 
mation gathered from guerillas from vari- 
ous parts of the country where these 
weapons have reportedly been used. 
Symptoms reportedly include dizziness, 
asphyxia, sickness, diarrhoea, collapse, 
unconsciousness and death. 
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Be sure they all 
get the picture 


with General Electric 
Professional Large Screen 
Video Projection 


With General Electric's exclusive system for bright, sharp 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric system 
registers the colors for you, eliminating time-consuming 
manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 

Education: Medical, dental, engineering, computer science 
instruction. 

Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences 

Aerospace and Defense: Situation displays, simulator 
training 

Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or writes General Electric Company, Video Display 
Equipment Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152 





ENGINEERING INSTRUCTION displayed by General Electric pro- 
jector in 820-seat auditorium at University of Cincinnati 
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SELL-OUT CROWDS at Fiske Planetarium, Boulder, watched live 
NASA transmission presented by General Electric projector 





MINUTE DETAIL ENLARGED by General Electric projector for 150- 
student classes at Upstate Medical Center, Syracuse 





“, . . If the tide of [Malay] colonisation 
should be turned t to бее Guinea there can 


race 
— A Russel Wallace, 1869, 


espite some rather tattered rhetoric 
about colonial hard times, Papua New 

| Guinan have never had to fight for inde- 
dence. At the end of one of history's 
comfortable, subsidised rides to self- 
ernment they almost had to be forced 

z iA take it. As a result most have never 
: to grips with the frequently unpleas- 
t realities of Indonesian sovereignty in 

Чап Jaya let alone perceived how deeply 
province impinges on Indonesian 
ionalist values after a 14-year struggle 

not without its own rather tattered 

E Eon — to regain the last piece of terri- 
р: ' ES to which Indonesia laid claim as suc- 
Е r state to the Netherlands East In- 


“At the same time a combination of 
E семан ethnic sympathy for the 
_ Irianese, manifesting itself as muted pan- 
- Papuanism and support for the rebel Free 

apua Movement (OPM), memories of 

donesia's Irian Jaya takeover in 1963 
"and i in 1969 the Act of Free Choice (dub- 
а: in Papua New Guinea ап Act of No 
Choice) — nurtured by a generation of 
E e e anti-Indonesian prop- 

da — has bred among Papua New 
ineans a widespread, growing fear of 


E. асан. 


Anti-Indonesian sentiments are not 


` confined to Papua New Guinea. They are 


‘shared by all Melanesian states though all, 
with the exception of Vanuatu, either vote 
- for Indonesia on the Timor issue or, like 


— the Solomons, abstain. Timor is in fact 


central to Melanesian fears, more emotive 
- than rational, of unchecked Indonesian 
expansionism. 

` While fears of expansionism are ab- 
surdly misplaced, there is some substance 


... to the South Pacific mini-state's percep- 


ion that Asia begins to encroach on them 
the form of Indonesian power spilling 
slowly and inexorably through the Malay 
archipelago. Historically, those who ruled 
Indonesia were more concerned with 


| guarding the great Javanese heartland 


than with ramparts of empire, especially 
. the distant islands stretching east of Nusa 
| Tenggara. With modern communications, 
_ the demands of security and development 
` and the inevitable movement of Malay 
peoples eastwards all this is changing. 

To some extent this view underpins the 
islands states’ fears of Indonesia and their 
concern for the Irianese. Concern is none- 
theless real for being muted, except in 
Port Vila where Vanuatu's Prime Minister 
Walter Lini, an Anglican priest, is an out- 
spoken critic of Indonesia’s treatment of 
its Melanesians (and, for that matter, of 


Ee 


Australia's treatment of its Aborigines). 
He in fact gives tacit recognition to the 
OPM as a government-in-exile by allow- 
ing one of its representatives to reside in 
Vanuatu with use of an office in Port Vila. 
However, in all of this Papua New Guinea 
is the front-line state. 

The Timor affair did more than any- 
thing else to stir Papua New Guinea's 
fears of Indonesia both at village level and 
among the elites — the politicians, 
bureaucrats, students, police and defence 
forces — who saw in Indonesia's interven- 
tion a,straight, expansionist grab. They 
have shown little disposition to consider 
the problems facing Indonesia after Por- 
tugal's total abdication of responsibility 
for its former colony or the depth of In- 
donesian fears, some quite unreal, that a 


tuning editor o editor of | 


and Bren 

Australan University's Strategic and 
stralian 's Strategic an 
Defence Studies Centre, he has been 
Southeast Asia and the 

Pacific — in particular Indonesia and 
the island of New Guinea — for the past 
25 years. He has visited Irian Jaya fre- 
ку in both Dutch and Indonesian 


Fretilin-governed East Timor could only 
serve either as a beacon for eastern In- 
donesia's flickering secessionist move- 
ments or worse as à launching pad for ex- 
Indonesian Communist Party subversive 
elements against the republic. 


№ have they given much thought to 
the fact that Indonesia to date has only 
committed aggression, or threatened to 
do so, in unresolved colonial situations on 
its borders, in West New Guinea, over the 
Borneo states and recently over Timor. It 
took Indonesia six months or more to gear 
up militarily for the East Timor invasion in 
which ultimately 30,000 troops, with sup- 
porting naval and air forces, were commit- 
ted with not insubstantial losses against a 
small, if relatively well armed, guerilla 
force. While it is true that Indonesia is ac- 
quiring greater military capability as time 
goes on, the build-up required to stage 
men and material over very long com- 
munication lines for an invasion of Papua 


Р САДИ 


New Guinea — invasion is the word one 
frequently hears. — would require an 
enormous effort, which could not be dis- 
guised, signalling the intention to attack 
many months ahead. 

As a scenario for the middle future it is 
in any case extremely improbable. It is 
only plausible under a vastly different re- 
gional political order in which a vastly dif- 
ferent Indonesia — and Asean — is pre- 
pared to invade not a colonial remnant 
like East Timor, but a sovereign nation 
(whose independence it welcomed) and a 
member state of the United Nations, of 
the Commonwealth and South Pacific 
Forum enjoying a special relationship 
with Australia. 

Successive Papua New Guinea govern- 
ments, especially those led by Michael So- 
mare, have clearly recognised the dangers 
inherent in growing "Indophobia." How 
to handle it is a different matter. Both So- 
mare and opposition leader Sir Julius 
Chan have had to manage quite difficult 
domestic political situations arising from 
time to time over border incidents, whe- 
ther involving direct incursions by Indone- 
sian armed forces for one reason or 
another — loss of compass bearings is a 
common explanation — or mass crossings 
by traditional Irianese villagers either as a 
direct result of insensitive handling of the 
situation by Indonesian troops engaged in 
chasing OPM dissidents or simply because 
of  word-of-mouth-engendered fears 
about impending actions. 

Reaction has ranged from students tear- 
ing down the Indonesian Embassy flag in 
Port Moresby and trampling on it and im- 
prudent defence force “leaks” about im- 
minent invasion to deliberate anti-In- 
donesian rabble-rousing by lambakey 
Okuk, the former deputy prime minister, 
during his recent election campaign. 

That the inflammatory, articulate Okuk 
in fact lost his seat in the national elections 
had more to do with skilful Pangu Party 
opposition tactics in a tricky Highlands 
constituency than with his anti-Indonesian 
platform. Okuk's campaign appeals to 
Papua New Guineans to think of the 
dreadful plight of their “Melanesian 
brothers and sisters" and his scare-tactic 
statements that up to a million Javanese 
had settled in Irian Jaya, while predictably 
infuriating Jakarta, nevertheless highlight- 
ed the problems which the Papua New 
Guinea Government faces in handling a 
volatile electorate on a highly sensitive 
issue. It is an issue bristling with problems. 

In the first place the border region is dif- 
ficult to patrol. It is one of the wildest 
pieces of jungle in the world. Papua New 
Guinea has quite often lacked the capabil- 
ity, the men on the ground, to maintain 
regular patrolling, whether to prevent 
OPM guerillas crossing the border in 
search of temporary sanctuary or, once 
there, to find and return them to the In- 
donesian side. 

But carrying out regular patrols — 
Papua New Guinea conducts only about 
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four a year, each comprising 30 soldiers, 
while in more prosperous times it 
launched eight — is only part of a problem 
compounded by decidedly ambivalent at- 
titudes to the OPM, not at government 
level, but frequently at that of provincial 
officials, police and especially border vil- 
lages. The OPM obtains sanctuary be- 
cause it knows it can get it. 


Lutes Indonesian border cross- 
ings by armed patrols have doubtless in- 
creased in the past two years. In part they 
are due to a breakdown in border liaison 
arrangements under the joint border 
agreement — Jayapura (Irian Jaya’s capi- 
tal) is a long way from Jakarta — and in 
part they are deliberately aimed at obtain- 
ing a proper response to what Jakarta per- 
ceives as deliberate Papua New Guinean 
dilatoriness over observing article eight of 
the border agreement. This enjoins each 
country to refrain from hostile activities 
towards the other in the border region. 
Harbouring OPM elements who are In- 
donesian citizens, whether Papua New 
Guineans think they should be or not, 
clearly comes under the heading of “hos- 
tile activity.” In short, Indonesia believes 
Port Moresby frequently behaves in an ir- 
responsible and unneighbourly fashion. 
But minor irritants like the OPM grow 
surprisingly, if not in numbers then cer- 
tainly in the problems they create. The In- 
donesian-Papua New Guinea stand-off 
came to a head this year over 28 timber- 
mill workers captured 12 months ago by 
the OPM at Haltegang, a site midway be- 
tween Jayapura and the border, and al- 
legedly spirited across the border and kept 
there for some time as hostages. What is 
certain amid conflicting rumour is that 17 
of the hostages were finally freed in Irian 
Jaya through the action of a Port Moresby 
official who made a seven-hour walk into 
Indonesian territory to bring them back 
before returning them to Indonesian safe 
custody. By the same token, an Indone- 
sian patrol went across the border to re- 
lease the last of the hostages, a Malaysian. 
But Indonesian irritation — what else? 
— over border problems led the Irian Jaya 
military commander, Brig.-Gen. Santosa, 
a man of religious bent, to make an unau- 
thorised helicopter visit to a mission sta- 
tion in Papua New Guinea last June. He 
claimed to have lost his bearings but it is 
far more likely that he was trying to press 
home Indonesia's insistence on the need 
for greater attention to the OPM problem. 
The OPM is not in itself much of a 
problem. OPM sources in Holland put its 
guerilla forces at about 5,000. It is highly 
unlikely that the hard core, split between 
two rival leaders, Rumkorem and Bemey, 
numbers more than 200. Of that number 
perhaps only 20 carry modern automatic 
weapons, obtained, from Indonesian 
sources either for cash or through am- 
bush, while perhaps 80 carry antiquated 
Dutch and American rifles, the rest bows 
and arrows. There is no evidence that they 
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possess mortars. But the OPM has poten- 
tial significance in several ways. It is able 
to play upon the sympathies of perhaps 
30,000 border villagers through persua- 
sion and threat. It has the undoubted sym- 
pathy of most on the Papua New Guinea 
side of the border. Despite its relatively 
low priority, it nevertheless arouses In- 
donesian misgivings about the future. 
Some in Jakarta tend to believe, errone- 
ously, that by failing to clamp down on the 
activities of Papua New Guinea's 700 or so 
permitted Irianese residents, 500 or so of 
whom live in Port Moresby, as well as 
curbing the alleged activities of pro- 


Irianese provincial officials, the Port 





Moresby government is tacitly involved in : 


pursuing an anti-Indonesian policy. It is 
not true and Port Moresby retaliates by 
saying that when it comes to detailed dis- 
cussion with Indonesia over the problem it 
cannot get straight answers. 

A more serious, longer-term Indone- 
sian worry surfaces now and then in the 
fear that tacit Papua New Guinean popu- 
lar sympathy for the OPM may turn to ac- 
tive support for an organised Irianese in- 
dependence movement if one should 
emerge. At the back of all Indonesian 
border considerations are probably two 
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erent circumstances? 


nment, in appearing unable or unwilling 
contain OPM guerillas from crossing 
e border into sanctuary, is unwittingly 
sporting other dissident movements in 
donesia and threatening to inter- 
tionalise what is in. Jakarta's view а 
rely domestic matter: 

r all of these reasons, Indonesia has a 
ed interest nevertheless — viewed as 
paradoxical, by some in Port 
esby —in Papua New Guinea's ability 
void fragmentation. and to provide a 
hg central government sympathetic to 
donesia's nation-building ‘problems. in 
ауа апа East Timor to the same 
ce that Jakarta understands similar 
lems for Port Moresby in a dozen pro- 
ces trom Bougainville to Chimbu. The 
last thing Jakarta wants is a weak and un- 
e state on its far eastern reaches, the 
ects of which might well be to de- 
bilise its own Melanesian province. 































ies in Irian Jaya may yet combine to 
ian internal situation which could 
eat strain on the future relation- 
between Port- Moresby and Jakarta. 


е are now чие possibly 300,000 non- 


The other ís the concern that the gov- 






ically, Indonesia's administrative: 


| Irianese in the towns are undoubtedly the 





Malay Archipelago 







Irianese Indonesians settled in Irian Jaya, 
about à quarter of the Melanesian popula- 
tion. They comprise two classes of people, 
selected transmigrants who are mainly 
poor, landless, Javanese peasants and 
spontaneous settlers. 

Figures are difficult to verify but the 
largest number of settlers are probably the 
Buginese and other entrepreneurial im- 


migrants from the islands to the west. 


They tend to settle in Irianese urban 
centres, which in 20 years have mus- 
hroomed from small, tidy, Dutch colonial 
towns run primarily for Melanesians into 
sprawling Asian towns of kampungs, loud 
music апа uncleared rubbish. The 







lowest men on the economic totem pole, 
working: as garbage collectors, пак and 


et E aua be bygones - | 





Susumu Анасын 


a: Papua New Guinea's Foreign 
ister Rabbie Namaliu visited In- 
sia last week in an obvious attempt to 


cent months. According to knowledge- 
le sources, Prime Minister Michael So- 
s who returned to power last month 
ort Moresby after the June election, 
i concerned to find that the ties he, as 
“country’s first head of government 
ng 1973-80, had done só much to build 
ad deteriorated this year due to pro- 
along the land border with the In- 
nesian province of Irian Jaya. 

One of the stated purposes of Namaliu's 
it was to ratify a bilateral agreement on 
time boundaries, but the main in- 
t seemed to be ón the land border. In 














€ May the Port i Moresby t government,’ 


then prime minister, Sir Julius 


first accused the Indonesian armed 


of several border incursions during 
t month (REVIEW, June.4). The al- 


leged incursions. upset Chan’s govern- 
ment, particularly as Papua New Guinea. 


as preparing for a general election. 





| New Guinea's new foreign minister visits 
donesia to improse deteriorating bilateral ties 


rove bilateral relations strained during 





In early June, Jakarta denied charges of 






















involvement but conceded that some In- 


donesians, whom it described as villagers 


from Irian Jaya, had liberated a group of 
compatriots kidnapped last year by the 
anti-Indonesian Organisasi Papua 
Merdeka (OPM), or Free Papua Move- 
ment. 

There is awareness in Jakarta that fear 
of possible Indonesian expansionism is a 
strong undercurrent’ in Papua New 
Guinea and that Jakarta could play into 
the hands of those who advocate Pan 
Melanesia. (Like Papua New Guineans, 
the inhabitants of Irian Jaya are of 
Melanesian stock.) One view is that the 
OPM deliberately exploited the election. 

In late August the two governments 
held a high-level meeting of the joint bor- 
der committee in Bali. According to re- 
ports, the meeting discussed among other 
things rules on traditional border crossing 


as this does not create tension) and the 


and social development on the two sides of 
the border. 








(which provide for those living near the ` 
border on either side to cross freely as long. | 









REVIEWMAP: y Front Tam. 
ous drivers, market men and road repair- 
men. While the Indonesian administra- 
tion seeks to increase economic opportu- 
nity for the Irianese in the public service, 
police and other areas, most are at a disad- 
vantage. 

The other leg to Indonesia's settlement 
policy is the resettlement of about 10,000 
Javanese families, possibly about 50,000 . 
people, on “virgin” land in Irian Jaya. Re- 
ports say the scheme has proved so suc- 
cessful that the government now adver. 
tises for settler applicants т rather than rely- 
ing on a selection process. According to. 
Indonesian Government: sources; by the 
end of 1984-it is hoped to settle some 
400,000 families, mainly Javanese, in In- 
donesia’s. outer islands, principally 
Kalimantan and Irian Jaya. 















However, Jakarta reconfirmed its will- 
ingness to cooperate with the develop- 
ment of a copper mine on the Papua New 
Guinean side of the border, which could 
become a destabilising factor. Reports say 
“non-traditional. border crossing": (pre- 
sumably illegal crossing. by the OPM or 
their pursuers) was also discussed but the 
decisions were not made public. | 

At a press conference in Jakarta before 
his departure for East Timor and Irian 
Jaya, Namaliu reiterated Port Moresby's 
position that East Timor and Irian Jaya 
were integral parts of Indonesia and noted 
with appreciation Jakarta’s help on the — 
mining project and on a technical coope- 
ration programme. . 

Namaliu was somewhat vague when 
asked whether Port Moresby would rec- 
ognise Indonesian armed forces’ right of 
hot pursuit into its territory, emphasising 
that all parties must act according to the 
law. In the end, he went on record saying ` 
that hot pursuit inside Papua New Gui- 
nean territory would be considered illegal 
and would not be allowed. 

Na ed that his government 

IPM activities but that 
Papua New. 
; from Irian 

















Asked whether the govern: 
ild res inet anti-Indonesian ac- 







need to maintain the balance of economic’ | 






deë- 

t t to create a 
net of tastes roads and farms which ulti- 
mately will act as a cordon sanitaire 
against the activities of dissident groups 
such as the communist guerillas in 
Sarawak and the OPM in Irian Jaya. 
There also appear to be plans to settle 
some Javanese migrants close to the Irian 
Jaya border and a somewhat ambitious 
notion of establishing a road from the 
north coast to Merauke — traversing 
some of the world’s most forbidding coun- 
try — with feeder roads to service settlers. 

The net effect of open-ended migration 
of Javanese and other Indonesians into 
Irian Jaya; whether as entrepreneurs for 
whose skills the Irianese are no match or 
as settlers taking land which in Melanesian 
custom is not theirs and never can be, will 
be extremely unsettling. The greatest pro- 
blem for future Indonesian-Papua New 
Guinea relations will arise in Irian Jaya 
through the conflict of values between in- 
digenous Melanesian and nationalist 
Javanese as the Irianese are slowly and 
painfully ^ acculturated into the 
mainstream of Indonesian Raya (Greater 
Indonesia). 

Until they are, the Irianese, already 
acutely aware of the disparities between 
the political freedoms and living standards 
of the two sides, will increasingly look for 
sympathy to Papua New Guineans. In 
controlling Papua New Guinea's re- 
sponse, Port Moresby will need both tact 
and restraint. 
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Legacy of a lion 


The death of the Kashmiri chief minister leaves a 
political void in the state bordering Pakistan 


By Mohan Ram 

New Delhi: The death of Chief Minister 
Sheikh Mohammad Abdullah, the unchal- 
lenged leader of Kashmir for nearly 40 
years, deepens New Delhi's concern over 
stability in India's. most sensitive border 
state, the subject of a long-standing dis- 
pute with Pakistan. Although the sheikh 
had been grooming his eldest son, Farooq 
Abdullah, to succeed him, political con- 
tinuity in India's only Muslim-majority 
state is by no means assured. 

Nor will the state's relations with New 
Delhi be the same after the sheikh, who 
was a zealous defender of its special au- 
tonomy resulting from the circumstances 
of its controversial accession to India. The 
effusive condolences and tributes to the 
patriotism of the Lion of Kashmir cannot 
cloud the fact that in 1953-75 he was dis- 
trusted, persecuted and driven into politi- 
cal exile by New Delhi, an exile which 
failed to weaken his hold on the state. 

When the Subcontinent was partitioned 
in 1947 the sheikh, as the leader of the self- 
rule movement against the princely order 


| in Kashmir, was in prison. Maharaja Hari 


Singh, the Hindu ruler of the state, had 
not acceded to either India or Pakistan. 
When Pakistani irregular forces invaded 
the state in early 1948, the ruler released 
the sheikh, appointing him to head the 
emergency administration. 

The sheikh was instrumental in having 
the state join India so that Indian troops 


could intervene to counter the raiders. 


The Kashmir issue was taken to the Unit- 
ed Nations and the armed conflict ended 
with the 1948 ceasefire which divided the 
state, leaving two-thirds of it in Indian 
hands. The sheikh negotiated an agree- 
ment with then prime minister Jawaharlal 
Nehru in 1952 to secure a special position 
for Kashmir in the Indian union. Later, 
New Delhi began suspecting the sheikh's 
loyalty to the country and arrested him in 
1953. For the next two decades he was in 
and out of prison. Although definitely out 
of politics, he continued to make high- 
sounding statements on Indo-Pakistani re- 
conciliation and the Kashmiri right to 
freedom. 

Although the Congress party ruied the 


"Our company owns a condominium 
at the Essex House..." 


..So say nearly 100 corporations who 
have discovered the savings and efficiency 
inherent in corporate condominium own- 
ership. Superb Central Park South location, 
private reservation system and inter- 
national service staff, assured availability 
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of preferred rooms and meeting facilities, 
Marriott management expertise. A most 
attractive alternative to the escalating costs 
of leasing and transient rental in New 
York. Furnished models from $250,000. 
By appointment. 


HOTEL CONDOMINIUM 
160 Central Park South 
New York, New York 10019 
212-484-5153 
Telex 12-5205 
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ere is, I reckon, a simple if crafty 
way to counteract the challenge 
created by the defection of that stupid 
young American soldier, Private Joseph 
White, across the border into North 
Korea. The correct approaches have 
` been made — fruitlessly, of course — by 
the United Nations commander south of 
the border. But now a new "innocent" 
pore could be adopted that would 
ther the hell out of advisers to North 
Korea's manic Kim Il Sung and his son 


| and heir. 


Just keep sending a couple of “per- 
. sonal" letters or even postcards every 


| week from private addresses in South 


Korea, Japan or the United States to 


- | White, asking if he is well and if he needs 
_| any help or advice from the friendly and/ 
| or family writers. Fair enough. But each 


| letter should always include a repetitive 
- number, date or phrase which would im- 


| mediately suggest a code stratagem to 
| the commie censors in North Korea. 


E 


d : perience, I know how a crafty correspo 


“Look at this!” they would say. “Al- 
ways the same! There's always a ‘13’ in 
the message or the unchanged sentence: 
"We eagerly, if not always hopefully, 

| await your response.’ What's his reply 
going to be? They're keeping in touch 


| with him. He must be an agent. Don't 


e 


trust him." 
From personal (if second-hand) ex- 
n- 


_| dent friend of mine — still alive and well, 


Озше when the sheikh was in prison or 
— exile, his National Conference party con- 


e. 


a 


inued to dominate state politics, ag- 
avating the state of instability. in the 
Strategic region. Not long after his return 
to power in 1975 the National Conference 
| decimated its Congress opponents at 


‘the polls. Meanwhile, the sheikh con- 


y 


tinued to, demand more autonomy for 
Jammu and Kashmir, threatening secession 


- if New Delhi were not accommodating. 


| As time went by central leaders grew in- 


‘creasingly wary of the sheikh's dictatorial 


methods. He dismissed party and state of- 


- ficials at will and tolerated widespread 


n 
he 
ic 


E 


corruption and administrative abuse. 
ў че, for New Delhi the sheikh, with 


his tremendous popular following, was 


— Still the best bet to hold the state together 
- 


against religious fanatics and seces- 
Sionists. 

In recent years the ailing sheikh ap- 
peared more concerned with choosing his 
successor. Having appointed and then dis- 
missed Mirza Afzal Beg, a popular local 
leader, he turned his attention to his im- 


mediate family. The most obvious choice | 


seemed to be G. M. Shah, his son-in-law, a 
state minister who had been his political 
aide for 25 years. ; 

However, this year the sheikh chose 
Farooq, who had returned to the country 
after practising medicine in Britain, as the 


but now in retirement (never mind 
where) — once plotted the downfall of a 
sterling, high-ranking communist dip- 
lomat who had back-stabbed a senior old 
party hack in his country's embassy in an 
Asian nation I will not name. I will call 
the back-stabber “Comrade X." I will 
not give the date of the incident — ex- 
cept that it obviously happened after the 
Soviet army “rescued” Czechoslovakia 
from the tyranny of the Czech people. 

My crafty friend, Dudley (shall we 
say), first spread gossip about Comrade 
X, saying that he had been drunken and 
had disapproved indiscreetly of the 
Soviet takeover of Prague. Comrade X 
heard about the gossip and became wor- 
ried. But then Dudley infiltrated indi- 
rectly the embassy by telephone and air- 
raail — all conducted by shrewd proxy. 

He first arranged for a friend — who 
spoke the language of the country — to 
telephone the embassy, identifying him- 
self as Overseas Telephone Calls and to 
request the private number of Comrade 
X for a booked incoming call from 
Washington — or was it London? (No 
doubt there were feverish embassy 
checks with Overseas Telephone Calls 
— with deepening suspicion after official 
denials.) 

Then, under request, old and trusted 
friends of Dudley at widely separated 
Eastern and Western capitals airmailed 
straightforward messages of personal 


new party leader. Last month, when 
Farooq was also, made a minister, Shah 
promptly resigned his cabinet post. Fol- 
lowing his father’s death, Farooq was 
unanimously elected chief minister. 
However, the issue of succession in 
Srinagar is far from settled. Farooq is new 


à 
The sheikh: a problem of succession. 
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goodwill — no more than two a week — 
to the perplexed Comrade X, each brief, 
initialled, non-readdressed message in- 
corporating the same agreed numeral as 
a mystical number or the same words: 
"We will always meet again." 

Clapping his hands, Dudley told me 
later in Jack Conder's old bar in Hong- 
kong that Comrade X had at last been 
“recalled” — like the old innocent 
senior, whom he had first back-stabbed. 
"He was whimpering,” Dudley claimed. 
“May he rot in his party hell! 

“Of course, dear Comrade X was al- 
ready under dark surmise because, after 
the gossip rumours, known 'advisers' in 
certain embassies, scenting a possible 
defection, were constantly rolling their 
eyes and nodding their heads when they 
glimpsed him in public.” Uninformed 
and stupid always, I was strangely 
frightened. “I can't believe it," I fal- 
tered. 

Dudley shrugged, “Don’t you realise, 
Richard, that for every Comrade X who 
has eliminated a Comrade Y there is al- 
ways a Comrade Z, who is waiting to 
eliminate Comrade X in the name of 
party loyalty? Whatever their racial and 
revolutionary rifts, the Moscow and Pe- 
king comrades are united in this intra- 
party distrust, factional conspiracy and 
putative self-betrayal." 

Poor Private Joseph White . . . he may 
te in deeper waters than he knows. 


to politics while his brother-in-law is a sea- 
soned operator and has a strong base in 
the National Conference party. Given the 
penchant of Indian politicians for switch- 
ing sides, all that Shah has to do in order to 
topple Faroog is to persuade 10 of the 44 
ruling party legislators — in a house of 76 
with four seats vacant — to cross the floor. 
In that case Faroog would have to seek the 
support of the 12 Congress legislators to 
retain office. 

In recent months the sheikh appeared 
to be paving the way for such an eventual- 
ity. He had softened his confrontational 
stance with New Delhi and reportedly got 
Prime Minister Indira Gandhi's tacit con- 
currence for Farooq. to succeed him. Thus 
a compact between the National Confer- 
ence and the Congress in the state legisla- 
ture is a distinct possibility, from which 
Shah could make some political capital. 
Farooq has pleaded for mature and bal- 
anced relations betweén Kashmir and the 
centre. “What is in my favour," he «d, 
“is that the prime minister is a | a 
member of the family." He has als: ted 
at a detente with the Congress. For nearly 
three decades, the National Conference 
had been a jealous defender of Kashmiri 
autonomy and if Faroog has to depend on 
New Delhi to retain his chief ministership 
it will be difficult for him to resist New 
Delhi's inroads into the state. 
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The first American bank to place 
bankers in all seven of these critical energy 
capitals. Energy bankers that work from the 
North Slope through the Overthrust Belt of 
Colorado, south across the Gulf of Mexico, 
and throughout all of Latin America... 
Energy bankers who span the globe from 
the North Sea to Australia. We're there. 

From project and production finance 
through trade finance, in oil, gas, coal, geo- 
thermal and minerals, we've been involved 


ener ratio! 1 

nd we have the "experience the exper- 
tise, and the assets of over 36 billion dol ars, 
all poised in key energy capitals. 

As the only bank system covering all 
eleven western states, and with offices 
worldwide, we're ready to work with you, 
from search to sale. Anywhere in the world. 
Call your nearest First Interstate Bank office. 


f iret interstate 





-or instance, 
oanks need it all over town. 


?eople are demanding more and better service from their 
yanks. And they are getting it, around the clock all over 
own. They can deposit, withdraw or borrow money, or 
ransfer it between accounts where they work, shop or go 
o school. Soon the service will follow them wherever they 
ravel across the country and around the world. Through 
NCR Self-service Bank Terminals. 


The terminals deliver the service. Behind it, NCR provides 
switching systems that direct large volumes of transactions to 

he right banks and back to the right terminals. And beyond that, 
other NCR systems keep the banks running by processing trans- 
actions and sending current information wherever it is needed. 


^sthese systems expand and grow into a national Electronic 
=unds Transfer System, people will be harnessing NCR's 
ransaction processing power everyday, wherever they please. 


You, too, can use the same NCR power to solve problems in your 
ousiness. NCR offers the same hardware and specialised software 
'or many industries and the broadest 


selection of terminals that capture 
nformation as transactions occur. 
And it's all backed by 16,000 highly 


rained field engineers to ensure 98 Years Experience 
rout free operation... 3t tems 


R puts 
omputer power 
here you need it. 
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Your business will benefit 
with NCR Computer Power 
in your hands, too. 


س 

Retail/Commerce/Finance 
Healthcare/Education 
Industry/Government 
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Shopping for steel technology 
is Just like anything else. 
Most companies try to buy the best. 


bts 
Very often that's the = EU. 
time they'll come to us, = Ы: 
Sumitomo Metals, the & 
world's 6th largest steel Y 
company. Sumitomo has acquired 
a reputation for having some of the most ad- 
vanced steel technology in existence. We've 
assisted many steel companies in the United 
States, France, Spain, Italy and elsewhere. 
Sumitomo Metals has also assisted in 


building many major steel construction projects. 


For example, we ve recently helped supply 
the pipe and construction necessary for an 
on-shore natural gas pipeline in Thailand. 





1 


Over 100 miles in length, it will help 
reduce Thailand's near-total dependence 
on imported energy. 

And in Hong Kong, Sumitomo recently 
helped construct the steel framework for the 
37-story United Centre Building, as well as 
designing and supplying the steel for the 
framework. 

Sumitomo Metals takes great pride in the 
technical assistance it has provided to Asian 
countries and to many other countries around 
the world. In the spirit of international co- 
operation we hope to continue in this vital role. 


«€ SUMITOMO METALS 


ah SUMITOMO METAL INDUSTRIES, LTO. Tokyo & Osaka, Japan 


SINGAPORE OFFICE: Tower 2002. DBS Building. 6 Shenton Way. Singapore 0106 Phone: Singapore 220-4697 Telex: RS21194 





EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS 


Bigger choice of main meals e Royal Doulton chinaware e Premium wines, champagne, a wider choice | 
cocktails e Fruit basket e Exclusively designed wider seats e Never more than one seat from the aisle e 
Extra legroom e More hand-luggage space e Specially-assigned cabin crew e A private zone to yourself ı 
Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at time of 
booking e Baggage priority e 30 kilo baggage allowance e SIA's exclusive Premium Accommodation Plz 





Ml this for just a little more than the normal economy fare, on all our 747 flights to and from 
urope, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 

ле world's most modern fleet, plus inflight service even other airlines talk about. 

ind for those who prefer even more exclusive travel, all First Class seats on our 747 


uper-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES 











Almost any copier will have at least one feature you like, 
but our new NP125 is probably the only copier in the 
world with everything you'd like. 

To begin with, it's the world’s smallest copier with 
reduction and enlargement. Its two-way reduction lets you 
take a full-size A3 document and make either B4 or A4 
copies of it at the rate of 12 per minute. Or you can make 
larger copies from small originals. 

And since one reason you buy a small copier is for the 


THIS ONE HAS 

SOMETHING 
SPECIAL: 

EVERYTHING. 












economy, we made sure our copier consumes a lot 
less electricity than copiers that do a lot less. When 
the NP125 isn't making copies, it shuts itself off. 

Even so, it's ready to make copies right away without 
warming up. 

We also included a touch-sensitive control panel, single 
component dry toner, two-sided copying, single-sheet 
bypass feeding, and more. In fact, we packed in 
everything we could think of except a high price. 
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Canon 


CANON INC. TOKYO, JAPAN For further information, please contact 
Hong Kong Jardine Marketing Services Ltd. Р.О. Box 3074! ) 
Malaysia Guthrie Sendirian Bhd. (Gutt Trading) Selangor Tel. 573344 
Thailand FMA Corporation Ltd. Bangkok Tel. 233-4245 Philippines D. 
Те! 598706 India Chowgule Industries Private Limited, Bombay Tel. 2 
Box 148 Kathmandu Tel. 21072 Guam Town Hous Box 7 Agana 
Equipment Р.О. Box 5409 Auckland Tel. 790-800 Tahiti Morgan-Vernex, B Р 
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Fiji Islands Pacific Mercantile Co., Lid., Р.О. Box 240 Suva Tel. 312-722 New Caledonia Mena 


5-7909011 Taiwan Ability Enterprise 





aphics Inc. P.O. Bc 
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721 Australia Car 
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Papua New Guinea Burns Philp (New Guinea) Ltd., P.O, Box 75 Port Me 





Ltd. Taipei Tel. 5213366 Singapore Ganon Marketing S 
kt. Jakarta Tel. 412508. P T. SAMAFITR 
ri Lanka Metropolitan Ager 0 
Nepal Commercial Enterprise 

Aelbourne Tel, 201331 New Zealand DAG Bu 
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One foreign bank 


has a Chinese nickname 
that goes back over 
120 years. 


The Chinese characters stand for “Mai Jia Li” (Makalee 


We've been known by this name in China since August 185€ 
when we opened our first branch in Shanghai. 


No one knows for sure how the name originated, but some 
say it's the Chinese version of Mackellar, the name ої 
our first manager in China. 


The Chartered Bank was the first foreign bank 
with branches in China and has a unique 
record in having maintained a 

continuous presence there. Today, our 
Shanghai Manager is John Brooks but 

the name Makalee lives on. 


We believe that we understand the way 
the Chinese system functions, and this expertise is a 
valuable resource for our customers in developing their 
business in China. 


Chinese management already has 
confidence in our financial skills and 
international reputation and we remain 
trusted bankers to Chinese institutions. 


Foreign trade finance is still a large part of 
our business. But we are very much involved 
in the finance of major projects. For example, recently the 
Standard Chartered Bank Group provided a substantial 
project finance loan for Guangdong Province. 


If you're a businessman engaged in this complex and highly 
challenging market, no bank is better equipped to 

help structure every kind of business, from 
compensation trade to equity joint-ventures. 


Contact us through our China Department in 
Hong Kong, or your nearest Chartered or 
Standard Chartered branch. 


The Chartered Bank 


A member of the Standard Chartered Bank Group. 


Your bankers for China. 


G.P.O. Box 21, 4-4A Des Voeux Road, Central Hong Kong 
Tel: 5-224011 Telex: 73230 CHABK HX 
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SOCIOLOGY 


The new Australians 


Refugee: The Vietnamese 
edited by Lesleyanne Hawthorne. 
ford University Press. HK$185 
(US$30.80). 


REMEMBER Vietnamese refugees? 
Theirs were the wary, frightened faces you 
saw in newspapers and magazines before 
the world's new crop of crises forced them 
off the front pages. There were, it is said, 
nearly a million of them. While that is not 
a figure we can verify, neither has it been 
challenged with any real conviction. How 
many of the million failed to survive the 
first stage of the exodus is also unknown. 
Many, no doubt, drowned or starved or 
died of thirst. Others were murdered by 
pirates. 

But the lucky ones reached land and got 
food and shelter while governments tried 
to find more permanent homes for them. 
This book collects the stories of 20 re- 
fugees who are now settled in Australia. It 
is split conveniently into three parts: Pre- 
lude (life in Vietnam before the war 
ended); Conflict (life after the com- 
munists took over in 1975); Resolution 
(flight, the camps and resettlement). 


nce 
Ox- 








In her introduction, the editor admits 
that the personal histories are biased, re- 
fugees being by definition misfits in the 
societies from which they fled. She also 
notes that Australia has selected as 
settlers an elite of the middle- or lower- 


ECONOMICS 


A web of domination 


Ownership and Control of the One 
Hundred Largest Corporations in 
Malaysia by Lim Mah Hui. Oxford Uni- 
versity Press. US$20.35. 


THIS book appears at an opportune mo- 
ment and is reminiscent of the pioneering 
study 20 years earlier by James 
Puthucheary on the subject of ownership 
and control in the Malayan economy. 
Since then the economic and corporate 
landscape has changed markedly. New in- 
dustries have developed and a flourishing 
stockmarket has emerged with hundreds 
of public limited companies. It is therefore 
timely to map and examine the corporate 
structure at this juncture before it is 
further transformed in the flux of history. 
Although the two books are 20 years 
apart, it is remarkable how many major 
findings of the earlier study remain valid 
in the later one. The pyramidal structure 
of control and ownership of the economy, 
with large-scale units at the top, has re- 
mained unchanged through all these years 
while the predominance of foreign capital 
in the corporate sector has been chal- 
lenged and diluted only in recent years. 
Lim conducts his study within the con- 
text of the separation thesis. Many promi- 
nent scholars in the United States have 
argued that the control of the modern 
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public corporation has been divorced 
from its ownership because of the prolifer- 
ation of common stock among the general 
public. A modern corporation is control- 
led by a professional group of managers 
whose interests and existence are inde- 
pendent of the stockholders. Power based 
on property ownership has given way to 
power based on possession of technical 
knowledge and expertise. 

Using meticulously collected data and 
modern statistical techniques, Lim shows 
the high degree of concentration of share 
ownership in the largest corporations and 
proceeds to prove the thesis unfounded in 
the case of Malaysia. In the process, he 
provides an illuminating discussion of 
inter-corporate relationships, an interest- 
ing profile and typology of the directors 
and a fascinating case study of the struggle 
for control of Sime Darby, one of the 
largest corporations in the country. 

Finally, using a — graph-theoretic 
technique, he charts the intricate web of 
interlocks among the top 100 córporations 
and identifies eight major cliques. Thus he 
shows that not only has the economy been 
dominated by big corporations but that 
these corporations are clustered into big- 
ger constellations through common direc- 
torships and share-ownership. 

The framework within which the study 








middle-class people who fled Vietnam. — 

Even allowing for such influences, the | 
individual stories іп Refugee have a strong — | 
impact. Certainly, the accounts of repres- 
sion, brutality, shortages, corruption and 
bloody-minded Marxism are familiar 
enough, but the way in which they are pre- 
sented gives them an oddly intimate feel- 
ing, as though the reader were chatting 
with the refugees. 

Equalling interesting are the reactions 
of the refugees to their new country. 
Apart from the obvious language prob- — - 
lem, the Vietnamese appear to fas ad- 
justed quite well to Australia. They have - 
some perceptive comments to make about — 
pervasive trade unionism and the ambiva- 
lent Australian attitude to foreign work- — 
ers. ў 
A significant proportion of the refugees 
in this book work in factories or on vehi- — 
cle-assembly lines. Such drudgery seems —— 
to be a poor reward for the effort they put 
into eScaping from Vietnam. But they do — 
not see it that way. Judging from the confi- 
dence that so many of them express, they _ 
are likely to end up by buying the factory. 
And good luck to them — they deserve it, — 

No doubt there will be other books _ 
about Vietnamese refugees in other coun- 
tries. If they are up to the standard of Re- 
fugee, they will be well worth waiting for. — 

—AD. - 






































was conducted has unfortunately pre-  - 
vented the author from making a fuller — 
historical analysis of the changes that have — 
taken place in the corporate structure over _ 
the years. The recent involvement of the 
state in the economy through public enter: _ 
prises, and its implications for the E 
evolution of the corporate sector, have 
also been left unscrutinised. For instance, _ 
of the eight cliques that were identified, 
six are controlled by Malaysian interests, __ 
with perhaps four under the control of the — 
state. This is in sharp contrast to the situa- _ 
tion two decades ago and shows the 
emergence of local capital and the state аѕ ' 
significant participants in the economy. 
The focus on public and private limited _ 
companies has also meant the exclusion of — 
some of the biggest state-owned corpora- | 
tions such as Pernas, Petronas, Malaysian _ 
Airline System, Malaysian International _ 
Shipping Corp. and others. A full discus- 
sion of ownership and control of the econ- 
omy (which is not the intent of the present _ 
book) must surely cover these corpora- _ 
tions as well. | 
In view of rapid changes occurring in _ 
the corporate sector in recent years, one 
looks forward to a follow-up of the present 
study in the near future that is perhaps Б 
more encompassing in scope and written — 
in the same lucid and engaging style; The _ 
book is a benchmark in the study of the .— 
Malaysian political economy and is com- 
pelling to anyone interested in its corpo- — 
rate structure. —HOEEEKROR - 
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| Malaysia's banking reforms may hamper business expansion 
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Caught in the act 


By Frieda Koh 
Kuala Lumpur: The impact on the Malay- 
sian corporate sector of amendments to 
the Banking Act made in February is only 
now becoming clear and it looks likely to 
be much more severe than the govern- 

‘ment expected. Aimed at eliminating un- 
ethical banking practices — such as inces- 
tuous lending among related financial in- 
‘stitutions and business concerns — the re- 
forms are having a serious effect on some 
companies’ ability to finance operations. 

. There is concern that the amendments 
will hamper business expansion in 


— Malaysia, particularly at a time when re- 


cession is tightening its grip on the coun- 
try. Already, pressure is mounting for the 
amendments to be modified in certain re- 
spects. 

Bankers are particularly concerned that 
the amended Banking Act does not gener- 
ally permit even secured loans to “re- 
lated" companies — in which any of a 
bank's directors, officers or employees 
have interests. A widespread complaint is 
that what is considered legitimate and 
ethical practice in most countries has been 
disallowed in Malaysia. Previously, bank- 
ing legislation here allowed banks to make 
secured loans to related companies, and 
also to make unsecured loans of up to 
M$10,000 (US$4,255). Now unsecured 
loans can be made only to financial institu- 
tions, though the act does not provide for 
secured loans to related financial institu- 
tions. s 

Although the amendments do not de- 
fine what "interests" of bank employees 
and officers means, it is understood that 
the central bank has explained to bankers 

that such employees and officers are 
deemed to have "interests" only when 
they are in a position to extend loans and 
have a special relationship with a director 
or directors of the companies seeking 
loans from the bank. 

Since the amendments were passed ear- 
lier this year various sub-amendments 
have been circulated among banks, which 
have been given until the end of the year 
to comply. But the impact of the changes 
is already becoming apparent and sources 
told the REVIEW that in the past month 
many commercial banks, merchant banks 
and other financial institutions have 
begun recalling loans prohibited under the 
amended legislation. 

Non-merchant banking institutions 
(commercial banks and finance com- 
кер were hit by a new rule prohibiting 
oans for which the banks' directors, offic- 
ers or employees had acted as agents or 
guarantors. Such loans included housing 
and car loans, many of which had to be re- 


called. Although it is difficult to judge the 
extent of loan recall, one source said this 
could run up to M$800 million for mer- 
chant banks alone. This figure, about a 
quarter of total merchant banking assets 
in the country, could be an overestimate, 
however. 

"Recall" is perhaps not the appropriate 
word. What has happened in many cases is 
that banks have been exchanging custom- 
ers among themselves. Sources said that at 
one meeting of commercial and merchant 
banks alone, six “swaps” were made. Thus 
loans which might be unacceptable for a 
particular bank under the new act are 
being passed over to another bank and 
vice versa. 


he act will undoubtedly affect many 
local banks and companies, both 
bumiputra (owned by Malays and other 
indigenous races) and non-bumiputra, 
large or small. A casual reading of the 
banking directory shows that most, if not 
all, local banks have directors who own 
family businesses or who also head large 
publicly listed corporations. Although this 
does not in itself suggest that these banks 
granted personal loans to their directors 
or officers, the general consensus among 
bankers is that this practice was wide- 
spread if not actually a matter of course. 
The problem from the central bank's 
point of view was that banks were increas- 
ingly granting loans against dubious forms 
of collateral, especially shares whose 
values had become greatly inflated during 
a prolonged stockmarket boom which 
came to an end only recently. So-called 
buy-back agreements, which were per- 
fectly legal, became a matter of concern to 
the central bank as they became a general 
phenomenon. during the stockmarket 
boom. 





These agreements could take two 
forms. One was for merchant banks, or in 
some cases brokers (who could under- 
write shares on the approval of the Capital 
Issues Committee), to underwrite new 
share issues or rights issues on the under- 
standing that existing majority sharehol- 
ders of the issuing company would buy 
back a good portion of the new shares. 
This understanding would take the form 
of parallel or accompanying agreements 
by which the underwriting banks sold the 
shares to the majority shareholders or 
their nominee companies. This was to en- 
sure that the merchant-banks would not 
risk being left with large blocks of shares 
which they could not dispose of on the 
market without bringing down their value. 
It also avoided merchant banks having too 
many shares in any single corporation. Di- 
rectors of the issuing company, who could 
be individuals owning nominee companies 
or institutional shareholders, would then 
borrow from local finance companies or 
commercial banks in which they held an 
interest to pay for the shares they bought. 
Thus, the money borrowed to buy the 
shares became the liabilities of these 
majority shareholders and not of the issu- 
ing corporation. In this way, the agree- 
ments became known as buy-back though 
it was not technically the corporations 
themselves which bought the shares. 
Local laws prohibit corporations buying 
their own shares as this would amount, in 
effect, to a capital reduction — corpora- 
tions would have to use their own funds to 
buy equity in themselves. 

In other instances, a corporation bent 
on increasing its capital base but not want- 
ing to use its own funds (or to borrow) to 
fund a new acquisition would issue shares 
to a vendor who insisted on being financed 
in cash for the deal. The cash payment 
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would be fulfilled by h 
bank underwrite the shares — buying the 
shares for cash from the vendor at a pre- 
arranged price. The merchant bank would 
in turn sell part ofthe shares to the major- 
ity shareholders of the corporation which 
issued them under buy-back agreements, 
intended both to maintain the proportion 
of shares held shareholders at 
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But this process of 

ant that more. and 

$; began to increase 

ares through the ab- 

shares underwritten by them 

ıt not taken up by the majority share- 

ers The banks could have sold these 

e market, but there was an in- 

“centive to hold longer than absolutely 

necessary because of the bullish sentiment 

prevailing. Financial institutions which 

gave loans to the majority shareholders to 

buy-back the new shares or rights often 

did so accepting as collateral the shares is- 
sued. : 

The central bank was concerned that 
deposit-taking institutions were’ increas- 
ingly taking as collateral shares whose 
market values grew out of proportion to 
the real worth of the corporations issuing 
them, sources said. A stockmarket col- 
lapse could undermine the financial stand- 
ing of these institutions and harm de- 
positors. 

The central bank was also арр 
not too happy that merchant banks, 
though legally permitted to do so, were in- 
vesting in large amounts of shares, as seen 
{тот а central bank directive to merchant 









banks. that they should dispose of shares ` 
absorbed by them through underwriting. 


work as soon as. possible; sources said, 
The authorities were. concerned that too 
many bank funds were supporting specu- 
lation in the stockmarket. 

Many of the companies involved in such 
activities were Chinese-controlled and, to 
a lesser extent, bumiputra-controlled as 
many of their directors or owners had in- 
terlocking interests in financial institu- 
tions. The largest bumiputra companies, 
such as Permodalan Nasional Bhd (PNB), 
were probably not involved in activities 
that the central bank would have frowned 
upon. This is because they tend to be set 
up specifically for bumiputra shareholders 
and therefore are not publicly listed, de- 
pending instead on government loans. 

The central bank's fears did eventually 
materialise. The stockmarket crashed — 
before the new act was passed but not be- 
fore the amendments were considered — 
leaving banks which had taken shares as 
security in a difficult (but probably not 

totally vulnerable) position. 
a Banking sources said a good number of 
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held hates as security. Despite a law re- 
quiring merchant banks to dispose ‘of 
shares acquired through their underwrit- 
ing of (under-subscribed) new equity is- 
sues, sources said some merchant banks 
had not managed to dispose of these 
shares in time; they were thus greatly de- 
valued. 





M any local Chinese banksare said to have 
extended large loans 10 individuals 
with personal or family investment com- 
panies against the security of shares of cor- 
porations in which the individuals held di- 
rectorships — a direct consequence of the 
buy-back agreements. Now. that. the 
shares һауе fallen in value, many such 
companies аге facing severe. cash-flow 
problems and are having difficulty financ- 
ing new borrowings to repay outstanding 
loans. 

With the new banking act, bankers feel 
many Chinese companies, both. family 
concerns and publicly listed corporations, 
have been forced offshore, particularly to 
Hongkong and Singapore, to obtain new 
loans since they can no longer count on 
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Bankin Te plus planned amendments 
to the Companies Act. . 
Last year the authorities approved the 
establishment “of Several sogo shoshas 
-which were formed as joint ventures, each 
among leading industrial, plantation and 
trading companies. The idea of forming 
these conglomerates was attributed to 
Prime Minister Datuk Seri Mahathir 
Mohamad himself and received continu- 
ous attention from the local press. Since 
the initial hullabaloo, however, the press 
has been silent and the companies in- 
volved have apparently yet to get their act 
together. 

The de-emphasis was inevitable, 
perhaps, in view of the recession which 
has cut demand for almost every type of 
product aimed to be traded by the con- 
glomerates, and increased uncertainty 
over the future price trends of primary 
commodities. In addition there are the 
cash-flow problems and reduced profits of 
some ofthe major companies involved, in- 
cluding Malaysia's national corporation 
Pernas, Sime Darby and Multi-Purpose 
Holdings. 

But premature as it may seem, some 
















companies involved from seeking 
in financial institutions for the pur 
assuring funds for the sogo shosh: 
point out that many Japane 
shoshas have strong links with, 6 
banks which finance their acti 
the act is not likely to prevent 
shoshas which have already been fo 
from carrying on their activities 

itis felt by some that they will not 
able to duplicate the impact of the 
panese models: 

Some also feel that the | coming 
ments to the Companies Act — 
which will make it compulsory 
panies to stage а full takeover. 
they have the intention of acquiri 
trolling stake, likely to be de ned 
third of the capital i in a target ci 
would slow the growth of the sogo sh 
type groups. Any takeover bid would 
to be accompanied by a cash offer 
some corporate managers feel the ris 
having to make large cash payme 
(should shareholders rejéct a share s 
would discourage acquisitions and. 
gers, which some feel are part and: 
of building up these trading conglo 
ates. 














































the new act. 
While bankers lauded the government's 
intentions, they also felt the new act would 
work against government calls on the pri- 
vate sector to play a larger role in revitalis- 
-  ingthe economy in the face of a serious de- 
Cline in government revenues and increas- 
.. ing public debt. It is understood that mer- 
— chant bankers have petitioned the central 
bank for further amendments to permit 


n. 

| Hose the hard thrust of the amend- 
Е _ M W ments is softened for publicly listed апа 
public companies. In the case of publicly 
fisted corporations, bank lending is prohi- 
[ bited only if bank directors have a *mate- 
re rial interest” (lawyers and bankers gener- 
. айу take this to mean a significant in- 
4 _ terest) directly or indirectly, in the corpo- 
| rations — as determined by the central 
bank. The wider definition of interest, as 
opposed to merely any interest, as in the 
Ё case of non-quoted companies, is appa- 


Е 


— rently for two reasons. 
First, it would be difficult for a bank to 
| determine whether any of its directors had 
—. nominal interest in a particular listed cor- 
| poration, since shares change hands fre- 
. quently. Furthermore, the mere act of in- 
_ vesting in shares in publicly listed com- 
panies does not mean the director would 
___ have any influence on the activities of any 
—. such corporation. 
— Secondly, by hitting at the non-quoted 
companies such as family-controlled in- 
- westment companies, which have sup- 
hele publicly listed corporations 
_ through purchases of shares, the act would 
- indirectly limit these large companies’ ca- 
_ pacity to borrow on the strength of 
— Shareholders’ funds, of which issued capi- 
- talis an integral component. 
Public companies (those having a stipu- 
lated minimum number of shareholders, 
though not necessarily listed on any stock 
exchange), the largest of which are 
- bumiputra concerns, are also exempted 
- from the general prohibitions on loans. In 
` this case, lending is not prohibited pro- 
— vided the bank director who has a re- 
lationship with the borrowing company 
has no personal interest in the latter. 
* This dispensation for public companies 
= isin line with the government's efforts to 
y E bumiputra share ownership. The 
- bank's officers and employees are allowed 
` to hold shares in the borrowing company. 
This also takes into account the fact that 
the shortage of top bumiputra managers 
Often necessitates  cross-directorships 
among bumiputra-run concerns. 
_ Meanwhile, the government is clearly 
undeterred by the banking sector's 
_ grouses. Mahathir told bankers they were 
*the only people with money in a reces- 
sion,” and that banks remained highly 
- — profitable in spite of it. He cautioned, 
owever, that “excessive pessimism and 
unwarranted recall of credit at this critical 
. time" could be as damaging to the econ- 
omy and to the faith of the business com- 
munity in the banking system as undue 
euphoria in an economic boom. u 
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By Malcolm Subhan 

Brussels: The European Economic 
Community has been far too busy defend- 
ing itself against American moves to curb 
its exports of steel to the United States and 
gas-pipeline equipment to the Soviet 
Union to devote much time recently to its 
trade dispute with Japan. In any case, the 
latest round of high-level EEC-Japan con- 
sultations, held here in mid-July, were as 
inconclusive as others. Indeed, the lack of 
progress during these twice-yearly meet- 
ings prompted an EEC decision in March 
to open bilateral consultations with Japan 


Mitterrand: keeping the faith. 





in the more awe-inspiring surroundings of 
the General Agreement on Tariffs and 
Trade (Gatt). 

However, even this move, unpre- 
cedented in the history of Gatt, has 
achieved little. This is not surprising, 
given the comprehensive nature of the 
Europeans’ complaints against Japan. 
The Europeans have invoked Gatt proce- 
dures under Article 23, providing for 
bilateral consultations as a first step. Al- 
though such talks have yielded no pro- 
gress, the EEC countries have yet to de- 
cide whether to proceed to the second 
step, which is to refer the dispute to the 
full Gatt membership for a ruling or re- 
commendation if the bilateral consulta- 
tions prove ineffective “within a reason- 
able time.” Under the procedures, a com- 
plaint need not be directed against a speci- 
fic action by another country but against 
what might be termed its “sins of omis- 
sion.” 


complaining lot 
EEC countries press their trade grievances 
against Japan with a distinct lack of success 


The burden of the EEC’s complaint is 
that it has failed to benefit from successive 
Gatt negotiations with Japan. The Japan- 
ese economy discourages imports of pro- 
ducts other than raw materials, the EEC 
says. Japanese imports of manufactured 
products currently amount to just over 
20% of the country's total imports, against 
44% for the EEC and 55% for the US. 


rance and West Germany were against 

the recourse to Article 23 at first. That 
the EEC finally resorted to it was largely 
because no member states could think 
of more effective action at community 
level. 

In fact most member countries still put 
their faith in bilateral action, as is clear 
from the stream of high-level European 
visitors to Tokyo. They have included 
French President François Mitterrand, 
Belgian Foreign Minister Leo Tindemans 
(in his capacity as president of the EEC 
Council of Ministers) and British Prime 
Minister Margaret Thatcher (whose visit 
is scheduled for later this month). 

The EEC hopes to receive the backing 
of other industrialised countries and some 
of the newly industrialising countries 
(NICs), especially those in Asia. Its ac- 
tions in Gatt are likely to result in an am- 
biguous ruling at best, unless the key trad- 
ing nations associate themselves with the 
EEC. But the US has preferred to con- 
tinue its own bilateral dialogue with 
Japan, and most NICs consider the com- 
munity's import policy as restrictive as 
that of Japan. 

The latest Organisation for Economic 
Cooperation and Development survey of 
the Japanese economy, published in July, 
suggests that the community's case is not 
as clear-cut as it believes. The survey 
notes that Japan's trade structure has 
changed significantly in the past 10 years. 
Exports are increasingly concentrated 
on technology-intensive manufactured 
goods. On the import side, once adjust- 
ment has been made for the distorting ef- 
fect of higher energy prices, it is apparent 
that the share of raw materials has fallen 
while that of manufactures has risen mar- 
kedly. The share of consumer goods im- 
ports has risen along with that of foods. 
Although the share of manufactures in 
total imports remains significantly lower 
than in the US and the EEC, the reasons 
are "complex," according to the survey. 
The fact that Japan, unlike West Euro- 
pean countries, is not surrounded by large 
producers of manufactures “has certainly 
played a role.” 

The authors of the survey were more 
impressed by Japan’s trade liberalisation 
measures than the EEC; and while noting 
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` bution: system. makes access to the Japan- 


ese market difficult not only for foreign 
companies but also for domestic newcom- 
ers.” Even so, “successful foreign pro- 
ducts in Japan are often distributed in a 
very efficient way.” The survey suggests 
that not all the EEC’s grievances are as 
well-founded as the latter would like to 
think. But the EEC’s central argument 
concerns Japanese le and economic 
policies as a whol ring, for example, 
what the commu: nsiders. (о be the 

“tightly structured character of Japanese 
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I any.case, the pressure. ot Japanese ex- 
ports has eased for the moment: The 
EEC's trade deficit, which had soared to 
US$12 billion in 1980 (as compared to 
US$3.4 billion in 1975), has been falling 
since then. Japanese exports fell by nearly 


7% during the first five months of this | 


yeàt, according to Japanese figures, while 
the community's exports rose by just over 
4%. As a result, Japan's trade surplus for 
this period declined by some 15% to US$4 
billion. 

The most important drop was in car ex- 
ports, which fell by 24% during the five- 


month period. Exports of. numerically | 


controlled machine tools fell by à similar 
amount, while colour TV sets were down 
by. 5%. But sales of Japanese video tape- 
recorders more than, doubled. On the 
other hand, the trade liberalisation mea- 
süres announced by Japan in May could 
mean an increase in EEC exports. 

But the community sees its trade dis- 
pute with Japan as one which can only be 
resolved over the long term. (The dispute 
with the US is regarded here as essentially 
short-term i in nature.) The EEC Commis- 
sioner for External Relations, Wilhelm 
Haferkamp, welcomed the trade liberali- 
sation measures but stressed the need to 
maintain political pressure on Japan to 
open up its market further and faster. 

From September, the European Com- 
mission is fielding a new team in the talks 
with Japan. It will be headed by the man 
who until this month was its ambassador in 
Tokyo, Leslie Fielding. He recently de- 
scribed Japan's latest trade liberalisation 
measures as “significant and constructive” 
but indicated that as the second largest 
economic power in the non-communist 

¿world Japan \ 
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Faced with limited fossil-fuel. resources, Bang 
plans for its first nuclear power plant 


By S. Kamaluddin 

Dacca: Bangladesh, which has very lim- 
ited fossil-fuel resources and a. large 
population relative to. its physical. re- 
sources, may have its first 300-mw. пи- 
clear power station in operation — if all 
goes well — by 1989-90. Although the in- 
vestment — nearly US$660 million, of 
which around US$400 million will be in 
foreign exchange — is about two-thirds 
more than that for a conventional power 
plant of the same size, the cost of nuclear- 
generated power should be lower than 
that from fossil-fuel sources. The govern- 
ment sees the project as being economic in 


_the long term. 


The Ministry of Energy and the Plan- 
ning Commission late last year deter- 
mined the power-generation needs of the 
country for 1980-90. Their recommenda- 
tions included the setting up of two 150- 
mw. nuclear power-generating units in 
1987-88 and 1988-89 respectively to en- 
sure reliable power supplies. However, in 
view of the economies of scale produced 
by a larger stati 

mmission (BAEC) 

| : of a 300-mw. sta- 

tion, a proposal whi National 
Energy Commit 

What makes : proposed nuclear 
power station attractive, according to 
Anwar Hossain, chairman of BAEC, is its 
low fuel cost comp ian oil- or gas- 
fired station. “In fa ays, "the extra 
capital investment fo; 
station [about US$400 millic 
recovered in about three to four years 
through annual savings in the fuel bill." 

The International’ Atomic Energy 
Agency (IAEA), after evaluating the 
proposed Bangladeshi nuclear project, 
commented: “.-. . the nuclear power sta- 
tion [90 miles ‘northwest of Dacca] with 
one of today’s small to medium-sized 
power reactors may, from the point of 
view: of investment risk to financing in- 
stitutions, be judged on the same basis as 
other promising major industrial projects 
in the country." In its general comment on 
BAEC’s detailed report, the agency said: 
“The conditions for a first small nuclear 
power plant within the next 10 years ap- 
pear favourable. This is particularly due to 
the planned grid size and the ünavailabil- 
ity of fossil fuels. With current economic 
assumptions, the 300-mw. size would pro- 
mise savings. over plants fuelled with im- 
ported oil and could be integrated into the 





| Bangladesh grid . . 


Bangladeshi air force chief and deputy 


| chief martial-law administrator Air Vice- 


Marshal Sultan Mahmud, who is also the 
minister for energy, pointed. out at a semi- 


| nar on energy prospects and the role of 
\ án Bangladesh last. month. 
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Bangladeshi gas pipeline: an inadequate resource. 





British Magnox reactor has also been ex- 
ported to Italy and Japan. The French 
offer is based on pressurised-water reactor 
technology. West Germany is also said to 
be willing to supply reactors of 200- or 400- 
mw. capacity based on a new concept simi- 
lar to the boiling-water reactor, using 
proven components and equipment. 

A four-man British delegation visited 
Bangladesh in June 1981 to explore the 
possibility of setting up the nuclear plant 
while another two-man British team vis- 
ited Bangladesh last September to make 
an in-depth assessment of the local capa- 
bility to construct the power station. The 
British manufacturers, after examining 
local facilities — Bangladesh Machine 
Tools Factory, Chittagong Drydock 
Workshop and à few others — have of- 
fered to manufacture at least 30% of the 
power station in Bangladesh. 

Although the IAEA has estimated that 
the investment cost of a small-to-medium 
reactor would be about US$3,500 a kw., 
the British manufacturer has offered to 
build the station for a cost of nearer 
0552 000 a kw. In fact, Britain's National 
Nuclear Corp. is understood to have writ- 
ten to the agency, asking how it arrived at 
so high a figure. A BAEC source told the 
REVIEW that perhaps the estimate was 
based on the French prototype, which re- 
portedly is more expensive. 

Hossain told the REVIEW that financing 
for the first nuclear plant was almost as- 
sured, partly by the British Government 
through its Export Credits Guarantee De- 
partment (ECGD) and partly from a pri- 
vate syndicate in the United States. If 
Bangladesh buys the plant from Britain, 
the ECGD may provide US$200 million at 
7.75% annual interest with a repayment 
period of up to 10 years. The American 
syndicate has indicated it could arrange a 
further US$200 million at 9% interest with 
repayment running up to 20 years. In fact, 
itis willing to lend up to US$400 million on 
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the same terms and conditions. The syndi- 
cate is led by William Berger, the owner of 
a law firm which represents a number of 
lenders including, perhaps, small banks 
which do not want to disclose their iden- 
tities. Britain's National Nuclear Corp. 
has looked into the firm and given it a 
clean bill of health. The syndicate is rep- 
resented in Bangladesh through an au- 
thorised agent. 


angladesh. signed the Nuclear Non- 

Proliferation Treaty in December 1979, 
and signed another agreement in June this 
year for the application of safeguards in 
connection with the treaty. As East Pakis- 
tan, Bangladesh began a nuclear-power 
project as early as 1961 when the first 
economic feasibility report was prepared. 
This report identified the country's west- 


Mahmud: demand to rise. 


ern zone as suitable for installing the first 
nuclear power plant in view of the lack of 
hydroelectric or readily exploitable fossil- 
fuel resources there. The picture today 
has hardly changed. No gas or oil deposit 
has yet been found and preliminary feasi- 
bility work on extracting coal in Bogra 
(lying 3-4,000 ft below alluvial soil) is 
progressing slowly. Coal in commercial 
quantities from the Bogra mine could be 
available some 12 years after work starts 
at the mine. Besides, the estimated coal 
production (1.5 million tons annually) will 
leave only a small quantity for power gen- 
eration after meeting projected require- 
ments by 1995 of a million tons annually 
for brick-burning, transport and other in- 
dustries. Peat deposits, estimated to be 
about 70 million tons coal equivalent, 
have been located in good rice-growing 
areas. But extraction and drying of peat 
deposits would be difficult, making the 
whole operation somewhat doubtful. Ac- 
cording to studies made by the Energy 
Ministry and other relevant agencies, full 
exploitation of hydroelectric potential by 
the year 2000 could provide about 1,300 
mws generating capacity — about 18% of 
the total electricity-generating capacity 
requirement by that time. 

The country will have to rely on its natu- 
ral gas resources to meet its increasing 
commercial energy needs. But the in- 
adequacy of proven gas reserves (about 11 
trillion cu. ft) is clear. As a result, the initi- 
ation of a modest nuclear power pro- 
gramme is deemed prudent, both to con- 
serve the available natural gas reserves 
and to diversify the sources of energy sup- 
ply. 

Because of the presence of numerous 
rivers, including several large ones, 
Bangladesh was forced to develop its elec- 
tricity supply in two separate grids. The 
Ganga and the Jamuna rivers literally di- 
vide the country in two, However, the 
east-west inter-connector, now under con- 
struction, will unify the two grids by the 
end of this year. The increase in power 
development was minimal from the crea- 
tion of the state up to 1975. However, 
since then there has been an average an- 
nual growth rate of 11% in peak demand. 
Faster growth, necessary for a country 
with such a low base, could not be 
achieved because of inadequate distribu- 
tion facilities. To make matters worse, the 
peak demand of the western zone lags 
far behind that of the eastern. But with the 
completion of the east-west connection, 
the Energy Ministry expects to raise de- 
mand gradually in the western zone to the 
level of its counterpart. 

The selection of the site for the pro- 
posed nuclear power station was made in 
the early 1960s. It is located very close to 
the east-west grid connector, and this will 
help to ensure smooth power supplies. Be- 
cause of its early planning for a nuclear 
power station, Bangladesh now has the 
necessary technical personnel and infra- 
structure. In addition, the supplier of the 
nuclear plant will also provide training to 
Bangladeshi technicians during the seven- 
year construction period, enabling them 
to run the station after its installation. 
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Never say die 
Moves by Japanese companies to open up in Britain 
slow down but Thatcher will keep trying 


By Daniel Nelson 
London: Despite disappointment at the 
Nissan Motor Co.'s postponement of a de- 
cision on whether to build a £500 million 
E million) car plant in Britain 
REVIEW, July 30), London is continuing 
its efforts to attract Japanese investment. 
This is one of the issues British Prime 
Minister Margaret Thatcher is taking up 
during her visit to Japan this month, a trip 
which officials here describe as а “dam- 
age-limitation exercise.” 

It is felt that since there is little im- 
mediate hope of effectively improving 
_ Britain's trade deficit with Japan — this 
reached £990 million in the first six months 
of 1982 compared with £1.24 billion for 
the first 10 months of 1981 — the strategy 
should be to concentrate on other areas, 
including collaboration in science and 
technology, and investment. 

Japan is one of the four priority coun- 
tries for the “Investment in Britain” 
bureau of the Department of Industry. 
The others are the United States, West 
Germany and Switzerland. More than half 
of all Japanese investment in Western 
Europe is in Britain — US$2 billion out of 
à total commitment in the European 
Economic Community of US$3.85 billion 
to the end of 1980. These figures, pro- 
vided by the Japanese Embassy here, 
compare with direct British investment of 
US$140 million in Japan, US$268 million 
from the rest of the EEC and US$1.6 bil- 
lion from the US. 

“Our welcome is more unequivocal,” 
explains bureau director Robin Hope. 
“This is a relatively easy environment for 
Japanese to work in. They find it a plea- 
sant place. And language is important be- 
cause almost all Japanese do six years of 
English at school. We are a more open 
market than the rest of Europe for Japan- 


Nissan plant: decision delayed. 


ese goods. Japanese investment is market- 
led, and it must be so.” 

That view was reflected by Masataka 
Okuma, Nissan’s executive vice-presi- 
dent, when asked why he had stated that, 
as far as the possibility of establishing a car 
plant in Europe was concerned, “the con- 
sensus of the members of the executive 
board of directors is that it is the United 
Kingdom or nothing.” He replied: “Be- 
cause British people like our goods.” 

Doyen of the 29 Japanese companies 
manufacturing in Britain is zip-maker 
YKK Fasteners, owned by Yoshida 
Kogyo KK, which began operation in 
1967. The presence of these companies 
acts as a magnet for further investment, as 
Japanese manufacturers considering set- 
ting up shop in Europe naturally consult 
fellow countrymen about their experi- 
ences in Britain, which have been largely 
favourable. But they also invariably ap- 
proach the bureau. "This is one of the dif- 
ferences between the Japanese and other 
investors," says Hope. "US companies 
may have contacts of their own to whom 
they turn for advice. We may never see 
them. But 10 out of 10 Japanese com- 
panies want to know what the government 
thinks." 

In the past, the first question asked by 
Japanese executives, says Hope, was whe- 
ther it was true that Britain was beset by 
industrial strife and that it was impossible 
to get a decent day's work out of the 
labour force. “Japanese businessmen are 
worried about this, but they investigate 
and are told by their compatriots that Ja- 
panese management practices are possi- 
ble, suitably adapted.” 

A range of approaches has been 
adopted. A number of Japanese com- 
panies have schooled themselves to deal 





with a range of different trade unions — in 
Wales (allegedly popular, says one consul- 
tant, because the Welsh are “warm and 
small"), most Japanese companies have 
established a good relationship with the 
Welsh Trades Union Congress and have 
secured single-union agreements in their 
plants, Mitsubishi Electric's TV factory in 
Scotland has a worker-management con- 
sultative committee in place of unions. 
(In the US, labour was singled out as 
"the most difficult problem for Japanese 
firms," in a field study of Japanese man- 
ufacturers in the US carried out in 1981 by 
the Japan External Trade Organisation. 
The problem, however, was not one of 
trade unions but of high labour mobility. 
Japanese companies found it hard to come 
to terms with the way employees changed 
jobs, showing little company loyalty.) 
The new No. 1 question for Japanese 
companies investing in Britain is the qual- 
ity of components. “They have to work 
harder to get this right, even harder than 
they do to get the right relationship with 
the workforce,” admits Hope. Raising the 


_ Standard of components has been a major 


headache for Japanese manufacturers. 
But the general experience is that after 
several years’ effort, reliability can be es- 
tablished even if not quite to the levels 
which the companies can expect at home. 

In a report based on a visit last year to 
the British factories of Toshiba Consumer 
Products, GEC-Hitachi, Matsushita Elec- 
tric UK and Mitsubishi Electric (UK), 
Ikeda Masayoshi, professor of economics 
at Chuo University, wrote: “In Japan 
cabinet-makers painstakingly spray each 
cabinet, but in Britain they simply cover 
the cabinet with vinyl. When Japanese 
companies first ordered painted cabinets 
from British cabinet-makers, 20-30% 
were unacceptable. Now, after several 
years and a good deal of cajoling, they are 
finally able to obtain cabinets that are ona 
par with those made in Japan.” Masayoshi 
pointed out that more than 30 cabinet- 
makers had broken off business relations 
rather than make the necessary efforts to 
improve quality. “If Japanese companies 
have this much trouble with the produc- 
tion of cabinets, considered a simple 
enough process in Japan, the formidable 
obstacles they face in procuring parts and 
controlling subcontractors can well be im- 
agined.” 

Japan, he observed, saw itself as being 
in the “parts per million” era, since defec- 
tive electronic and automotive parts had 
to be kept to a few per million. In Britain, 
by contrast, about one part in 100 was de- 
fective. Productivity, however, runs at ac- 
ceptable levels. Polyethylene foam man- 
ufacturer Sekisui says productivity is al- 
most as high as in its home plant. 

Thatcher is therefore well-armed with 
facts to show that productivity, compo- 
nents and labour relations are not insur- 
mountable barriers for manufacturers. 
She may find it harder convincing the Ja- 
panese that Britain's economic depression 
provides a healthy climate for investment. 
Japanese investment, admits the Depart- 
ment of Trade, has been reduced to a 
trickle. 
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For better or worse 


The World Bank/IMF annual meeting produces a new consensus 
but a new-look world economy will not be so easy 


By Richard Nations 

Toronto: It is said that in peacetime, his- 
tory proceeds at the margins. If so, then 
this year's joint annual mecting of the 
World Bank and International Monetary 
Fund (IMF) in Toronto may well be 
looked back upon as a historic moment in 
the late 20th century economy: 

This is not because the world economy, 
labouring under the deepest recession of 
the post-war period, can be expected to 
rebound because 10,000 central bankers, 
bureaucrats and international money-men 
gathered here to deliberate on its woes; 
nor because 1982 will stand out as the year 
of harmony and generosity in the inter- 
minably discordant struggle between the 
world's rich and poor nations: 

But beneath the conflict over the size 
and role of the Bretton Woods institu- 
tions, which is always the focus of the an- 
nual meeting, a new consensus is emerg- 
ing which will mark this year as a turning 
point in global economic policy, whether 
things turn for the better or the worse. 

First, the consensus among the world's 
rich countries to stick by the anti-infla- 
tionary programme has broadened — and 
hardened. Fighting inflation may be popu- 
lar during periods of growth, but the real 
test of resolve comes in the pitch of reces- 
sion when mounting unemployment gen- 
erates all but irresistible pressures on 
democratic governments to reflate. 

With the combined rate of unemploy- 
ment in the industrial countries climbing a 
full three percentage points in as many 
years to a post-war record 8%, bank- 
ruptcies cutting a savage swathe through 
the corporate sector and the stagnation of 
world trade bringing sovereign borrowers 
to their knees, the agreement by the lead- 
ers. of the Group of 10 industrial countries 
at Toronto to continue to deflate must be 
recognised as an act of breathtaking politi- 
cal courage, even by those who regard it as 
one of unparalleled economic folly. 

Last year the policies of austerity, 
monetarism and slow growth were as- 
sociated primarily with the ideologues of 
the Right, United States President Ronald 
Reagan and Britain's Prime Minister Mar- 
garet Thatcher. But this year the circle has 
grown to encompass the leftists in the At- 
lantic alliance. | 

Thus France's socialist Finance Minis- 
ter Jacques Delors fought successfully to 
include a line in the communique of the 
IMF's policy body, the interim commit- 
tee, recognising “the importance of . . . 
special programmes designed to encour- 
age production and employment." But 
France's actions this year were louder 
than its words. President Francois Mitter- 
rand's moves to slash the budget and con- 
vince the working class to accept a cut in 
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living standards in order to prevent a third 
humiliating devaluation of the franc 
brought France in line with its Atlantic 
partners on the eve of the Toronto talks. 

"Inflation is much more than a mone- 
tary phenomenon," Canadian Prime 
Minister Pierre Trudeau said in his key- 
note address. It is an affliction embedded 
deep in the institutions of industrial 
societies after à decade of "aggressively 
expansionist fiscal and ^ monetary 
policies," the energy crisis, the entrench- 
ment of "social rigidities" in labour mar- 
kets, and the perseverance of "structural 
weaknesses in major industries." 

Unless the political will were sum- 
moned to attack this *unsustainable in- 
flationary boom" at its roots the world 
economy could not hope to restore dura- 


RT 


AP ды 
Trudeau: call for willpower. 


` 
ble growth. Such declarations had тоге. 


credibility this year, coming as they did 
from the leader of Canada's Liberal Party 
with solid credentials in the North-South 
dialogue. 

This, then, is the tenor of the new or- 
thodoxy for at least the rest of the decade, 
unless an electoral backlash sweeps across 
the Atlantic in revolt against the aus- 
terities legitimised at Toronto. 


T consequences for the developing 
world are many. First, the hope prevail- 
ing last year that the recession was tem- 
porary and cyclical has given way to an an- 
xiety that the West has condemned itself 
to prolonged slow growth, even after re- 
covery. This perception broke through an 
early draft of the development committee's 
communique which spoke of the world 
economy's low-growth prospecjs “for the 
remainder of the decade," a line later ex- 


drop in interest rates nticipati 
recovery early next year, the industria 
countries are now expected to perform at 
about half their 4% aggregate real gross 
national product annual growth from 
1977-79 which pulled the world out of the 
oil shock-induced recession of 1975-76. 
As a result, many more less-developed 
countries (LDCs) now accept thé logic of 
adjustment as the safest course through — — 
the crisis. The G-24 (the deve Ig coun- 3 
tries’ formal lobby in the fund) did not 


abandon its call for the IMF to provide un- 
conditional liquidity to finance adjust- 
ment for externally. generated = 
But this year the dominant voices among ~ 
the LDCs urged austerity, some e: 


necessary evil but others as a programme | 


with inherent merit for those developing 
countries afflicted by excess demand, 


swollen budgets and stagnant export mar- — - 


kets. 3 
"The background to all our delibera- —— 
tions," Peruvian Prime Minister and 
chairman of the development committee: 
Manuel Ulloa told a press conference, “is 


that despite positive signs [in the world ^R 


economy]. the critical period still lies 
ahead and therefore the greater emphasis 
must remain on austerity, rational alloca- — 
tion of resources and strict. fiscal and 
monetary policies.” Е 
It is not just three years of recession | 


which have dissipated the Third World's _ 


erstwhile radicalism. The Reagan admin- 
istration's swift and devastating attack on 
the International Development Associa- | 
tion (the World Bank's soft-loan window) 
demonstrated a new radical threat from 
the Right, so — while not abandonin 
their idiom of reform — the majority 

the LDCs have in practice assumed the 


positions of conservatives in the multilat- 


eral development institutions with a stake 
to protect. The shift was signalled last year 
at the North-South summit in Cancun. 
The fund has now moved into the centre 
of the arena, and correspondingly the de- 


veloping countries have de-emphasised | 3 


reformist issues of power and control, and 
are pressing issues concerning the size and 
conditions of the fund's programmes. 
"Developing countries are now in favour 
of conditionality," Indian Finance Minis- 
ter Pranab Kumar Mukherjee told the 
REVIEW. "What they want is adequate 
time, adequate finance and sensitivity to 
the special conditions of each particular 
country." : 
With the developing countries moving. 
more towards accommodation of. the 
fund's conditionality, the debate at To- 
ronto focused on the size of resources to 


equip the IMF for its role in the second — 


half of the 1980s. Quotas (the fund's effec- 
tive capital base) now stand at 60 billion 
special drawing rights (SDRs) (US$67 bil- 


lion) and suggestions for a quota increase 


to take effect by 1985 ranged from the 
"modest" rise proposed by the US to a 
doubling of quotas called for by the 6-24 
and France. By the end of the meeting, 
IMF sources were confident that a 50% in- 
crease to SDRs 90 billion was “in the bag.” - 

But closely related to the fund's size is 









the centre of the debate: 

- » Whether the fund should be 
restricted to the role of lender of last re- 
sort, when all other sources of finance, 
particularly the commercial banks, have 
been exhausted. 

» Whether the fund should be involved 
in financing "structural deficits" — de- 
ficits which appear permanent in nature 
because of fundamental shifts in world de- 
‘mand or irreversible external shocks such 


_ às oil-price increases. 


» Whether fund financing should play a 
-eounter-cyclical role to protect the de- 


- veloping economies from the unneces- 
_ sarily deflationary consequences of а 


Door contraction in demand for their ex- 
orts as the industrial economies pursue 

ò f anti-inflationary policies. 
- The developing economies fear that 
- pressure from the Reagan administration 


— combined with the disappearance of the 


- the much more restrictionist 


"Opec surplus has obliged the fund to aban- 
don the expansionary policies adopted 


орег Portillo: nightmare. 





after the second oil shock and drift back to 


last resort" posture seen in the 1970s. 

The 1979 Belgrade annual meeting 
marked a turning point for the fund. 
Under the hammer of the second oil-price 
increases and a London inter-bank of- 
fered rate which had crossed irreversibly 
into a new world of positive real interest 
rates, the non-LDCs’ current-account de- 
ficits in 1980 reached US$80 billion. The 
fund staff judged these new deficits to be 
fundamentally different from those of the 
past and neither self-adjusting nor tem- 
porary, but structural in nature. They 
could not be expected to respond to con- 
ventional! programmes of deflationary de- 
mand management and exchange-rate de- 
valuations alone. 

The new structural deficits demanded 
more time. and programmes which 
reached deeper into the economy by 
realigning prices and investment to re-di- 
rect resources towards productive sources 

_of supply. Accordingly, programmes were 
lengthened from one to three years and 
loan maturities increased to 7-10 years. 


there: are at least three Абен issues at 
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related interest) to give it the necessary re- 
sources while increasing the deficit coun- 
tries’ access to 450% of quota. This com- 
promise provided the framework for 
structural adjustment which was financed 
first by the SDRs 7.8 billion supplemen- 
tary finance facility (the "Witteveen" 
facility) and after 1981 by the SDRs 8 bil- 
lion enlarged access policy fund borrowed 
from Saudi Arabia. The fund thus ac- 
quired the wherewithal to move back into 
the mainstream of global recycling and its 
loans almost quadrupled to US$15 billion 
in 1981 from US$4 billion in 1979. 
Nonetheless, the developing countries 
never greeted the enlarged access policy 
as a Satisfactory substitute for a general 
quota increase since borrowed resources 
cost about twice those from quotas, 

The Reagan administration, however, 
has brought this whole recycling ap- 
paratus under attack as watering down 
conditionality and thus transforming the 
fund from a "monetary" institution into 
something indistinguishable from a “de- 
velopmental" agency. US commercial 
banks have also criticised the post-Bel- 
grade departures as directing the fund 
away from the middle-income countries, 
which have access to commercial markets, 
and concentrating its resources on the 
poorest countries of little interest to Wall 
Street. In 1981, according to Morgan 
Guaranty calculations, two-thirds of the 
fund’s total commitments was concen- 
trated in sub-Saharan African and poor 
Asian countries which account for a mere 
7% of the commerical banks’ total expo- 
sure in the non-oil developing countries. 


Е different reasons both Washington 
and Wall Street have encouraged the 
fund to return to its role of lender of last re- 
sort, dispensing smaller sums to back sharply 
deflationary 12-month programmes to re- 
store the creditors’ confidence in coun- 
tries with long-established commercial 
credit lines. "If the fund were to increase 
the ratio of advice to finance," an Ameri- 
can Treasury pfficial commented, "it 
wouldn't need larger quotas.” 

The developing countries fear that the 
fund is already moving in this direction. 
Since April last year more than 17 ex- 
tended fund facilities, 16 in Africa and one 
in Bangladesh, have been suspended, and 
the fund was beginning to replace three- 
year programmes with a series of three 
one-year arrangements. Managing direc- 
tor Jacques de Larosiere insists that it is 
the world economy and not fund policies 
which have forced the suspensions of 
programmes since the deterioration of the 
terms of trade in the prolonged recession 
have made many of the assumptions of the 
original programmes obsolete. Nonethe- 
less, the G-24 communique “deplored the 
hardening of conditionality evident in in- 
creasing resort to preconditions and cur- 
rent tendency for the fund to shift from 
three-year to one-year programmes.” 

The Mexican crisis, however, brought a 
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nationalised the banks and‘ brought the 


labour unions onto the street to fortify his 
hand in [rescheduling] negotiations the 
bankers saw their nightmare of a Latin de- 
fault coming, true," an American banker 
commented. Despite de Larosiere's flat 
reassurances that the international finan- 
cial system was healthy, flexible and resi- 
lient, the leap in the price of gold over the 
US$500 mark underlined the anxieties in 
the marketplace. 

Some estimates foresee as many as 20 
additional countries rescheduling as much 
as. US$27 billion in international credits 
falling due this year. De Larosiere de- 
clared that. the fund has adequate re- 
sources to meet the contingencies for the 
time being but may have to borrow next 
year as.a bridge before new quotas come 
into effect їп 1985. 

Of the SDRs 10.8 billion borrowed 
from the Saudis and West Europeans 
since 1979, SDRs 5.3 billion has been 
committed to existing arrangements and 


De Latosiere: reassurances 





SDRs 2.3 billion is earmarked for Mexico. 
This leaves about SDRs 3 billion of bor- 
rowed resources free. Of its SDRs 60 bil- 
lion quota only about SDRs 21 billion is in 
currencies presently usable — those of 
countries in strong balance-of-payments 
positions: the US, Britain, Japan, West 
Germany and Saudi Arabia, plus a hand- 
ful of smaller countries. Another SDRs 
3.2 billion is held as a prudential reserve 
and SDRs 3 billion is already committed 
to existing standbys. 

This leaves about SDRs 15 billion of or- 
dinary resources to cover the commodity 
financing facility and drawings on regular 
tranches. In short “we have enough for 
two Mexicos," sources close to the fund 
commented, “and may have to start bor- 
rowing again early next year.” 

With the huge Opec surpluses of 1980- 
81 now spread thinly among a number of 
industrial countries with balance-of-pay- 
ments positions hovering near equilib- 
rium, there is little prospect for another 
large ‘injection comparable to the Saudi 
Arabian SDRs 8 billion 1981-82 loan. The 
fund may therefore have little choice but 
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to turn to the US. This is the economic re- 
ality behind the American proposal for a 
"crisis fund" in the neighbourhood of 
USS$25 billion. “The virtues of this pro- 
posal [are] that it allows money to be 
raised quickly, without the inevitable poli- 
tical harangue of going to congress, and it 
retains control in the hands of the len- 
ders," a US banker commented to the 
REVIEW. For the fund, the proposal re- 
flects a new recognition in Washington 
that it must be equipped to leap into the 
breach of looming payments crises, and 
since it may have no choice but to turn to 
the US in one form or another it is "study- 
ing" the American proposal. Japan and 
France, however, are leading those coun- 
tries which insist that an “emergency 
fund" cannot be considered in lieu of a 
substantial quota increase. 


he Mexican crisis has also shaken 

Washington's lender-of-last-resort doc- 
trine. The IMF is currently negotiating a 
three-year SDRs 4.3 billion arrangement 
(not three consecutive one-year arrange- 
ments) agreement to which Mexico's cre- 
ditors have made a condition of restoring 
commercial lines of credit. A “high US of- 
ficial” in Toronto was quoted by the US 
press as saving the crisis need not have oc- 
curred had Mexico come to the fund early, 
a striking piece of humbug given 
Washington's formal resistance to such a 
move and the fact that the IMF is politi- 
cally anathema in Latin America, pre- 
cisely because of the type of policy lever- 
age which the Reagan administration is 
determined to exercise through control of 
the IMF's borrowed resources. 

Nonetheless, the remark illustrates how 
far Washington moved at Toronto. “It's 
no longer just a question of adjustment for 
deficit countries but of avoiding a crisis of 
confidence for the entire international 
banking system,” a US banker. com- 
mented. 

Before the interim committee meeting 
the debate over the fund's central strategy 
is likely to be as important as agreement 
on quotas. The developing world faces à 
global recession. superimposed on oil- 
shock induced structural deficits com- 
pounded now by the threat of a crisis of 
confidence in the international credit mar- 
kets. Whether the fund should add to the 
burden by advocating vet more deflation 
is the question. 

Sources close to the fund insist that the 
deficits generated in the developing world 
as well as the industrial economies stem 
primarily from excess domestic demand 
generated internally by expansionary 
monetary and fiscal policies. Critics 
argue, however, against rigid demand 
management imposed across the board on 
LDCs for two reasons: 

» Many of the poorer deyeloping 
economies cannot afford to deflate further 
domestically without cutting deep into 
domestic living standards with unsettling 
social and political consequences. 

» Such policies amount to a pro-cyclical 
posture which aggravates the global reces- 
sion by deflating world demand. 

Critics maintain that the IMF has never 
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66 Yam from a tree? Why 
not — wood fibre is cellulose 
just like cotton. All you have to 
do is to break the wood down 
into pulp and then put it to- 
gether again as thread. 

This viscose fibre opens 
up many new possibilities. A ЖЕТ 

single trunk of birch, spruce or sep 
gives us 100 kilos of fibre. All you need 
to produce the fibre a person needs in 
clothing for his whole life is five trees — 
and that includes his baby nappies, 
bedding and blankets. 

How much cotton field would you 
need to produce the same amount? 

One hectare — 2 1/2 acres. That area 
we can now use to grow food. 

In the year 2000, the world will 
need 60 million tons of fibre to clothe it- 
self. For synthetic fibres there won't be 
enough oil around. Cottonfields will be 
needed to feed hungry mouths. Every 
day viscose fibres made by Kemira are 


becoming more important. 99 


Every tree sets free hal 


































ERKKI SORSA, RESEARCH MANAGER, 
KEMIRA SATERI 


FIBRE FROM WOOD 
Viscose fibre, made from wood, is | 
just as good as cotton for everyday 
use. The cloth it produces feels as 
smooth as silk. Now, we in Kemira, 
have developed the Modal Prima 
fibre. For better comfort the fibre is 
crimped. The difference between 
Modal Prima and oil-based fibres is 
evident — you feel it with one touch. 
Whereas the difference between 
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an acre of cottonfield. 


Modal Prima and cotton can be 
made only by an expert. 

All this was foretold by the press 
during the 1889 Paris World Fair: 
“Artificial fibres invented — mankind 
saved!” 

THIS IS KEMIRA 

Kemira is a Finnish multiproduct 
chemical company and one of the 
world's leading manufacturers of vis- 
cose fibre and fertilizers. We want to 
do more than just sell our products: 
we want to solve our client's whole 
problem. | 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry We develop 
products that improve the output of 
food and other basic human needs. 

But we are not too large to ig- 
nore problems of a smaller size. Ke- 
mira uses the chemical industry to 
solve our clients' problems. What is 
your problem? 


Kemira Oy, Fertilizer Division: fertilizers, 
pesticides. Industrial Chemicals Division: 
industrial and specialty chemicals. Safety 
equipment. Sdteri: viscose fibres. Mineral 
Chemistry: titanium dioxide. Vihtavuori: 
explosives. Technical Exports: complete 
jects. Tumover 1981: USS 750 million. 
Personnel: 6,800. For further information, 
please write to our Director-General: Mr. 
Yrjö Pessi, Kemira Oy, Malminkatu .30, 
00100 HELSINKI 10, Finland. 





Mi LL. 
ar EMIRA 
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.. counter-cyclical 








- adequately appreciated the role of the 


- growth areas of the developing world as an 
— engine of the world economy stimulating 


- «the industrial economies. Nonetheless, a 


United Nations official, Sidney Dell, 


— maintains that the fund's SDRs 6.9 billion 


1975-76 oil-fund facility and commodity- 
both amounted to 
mechanisms which 
helped countries to adjust in the wake of 
the first oil shock by dispersing cash with- 
out tough policy conditions. 

“The fund urges the industrial countries 
to stick to their anti-inflationary policies 
and the developing countries to tighten up 


50 as to avoid deficits which cannot be fi- 


nanced with the weak demand and crippl- 


_ ing terms of trade induced by the West's 


monetary contraction. This retreat from a 
Stabilisation policy is not an inevitable 
consequence of the perfectly proper deci- 


- sion to try to eliminate inflation. Eliminat- 


ing inflation requires a fundamentally 
long-term commitment to avoid excessive 


- demand pressures, aided by sensitive sup- 
- ply-side, and where possible, 


incomes 
policies, rather than a short-run commit- 
ment to produce whatever recession it 
takes," writes John Williamson of the 
Washington-based Institute for Interna- 
tional Economics. 

Such critics maintain that the fund 
should: 

» Restore three-year programmes de- 
signed to finance structural adjustment 
with large financial support to avoid sav- 
age deflationary policies, while maintain- 
ing the levels of the country's imports and 
world demand. 

» Distinguish between middle-income 
countries with access to the commercial 
markets, adopting tougher conditionality 
in a lender-of-last-resort capacity, while 
relaxing conditionality through more au- 
tomatic facilities for poor countries with 
no recourse to the market. 

There are two dangers in failing to 
adopt some such reforms. The first is rec- 
ognised in the IMF's own World 
Economic Outlook which sketches the 
downward spiral of global depression: 
"Weak demand in the industrial countries 
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|| primary comi 
export earnings of many developing coun- 
tries. Impairment of the international pur- 
chasing power of those countries, in turn, 
has contributed further to the slowdown 
of world trade." 

The other danger is political. The de- 
veloping countries may recognise that 
there is now not much they can do but ac- 
cept the inequities of unilateral adjust- 
ment as long as they wish to maintain cre- 
dit lines into the future. But the net flow of 
capital may soon narrow to the point 
where some judge it not worth the bother. 
“It is unfortunate that most international 
discussions are concerned with gross com- 
mitments of foreign assistance rather than 
with net resource flows to developing 
countries . . . serious questions of policy 
arise when a country has to pay back as 
much as 80 [cents] of each [US] dollar it re- 
ceives, in free and flexible foreign cur- 
rency, in order to obtain an additional dol- 
lar of assistance which often comes tied to 
purchases in donor countries and to a 
good deal of project and policy condition- 
ality. In other words, developing coun- 
tries' own payments of interest and princi- 
pal are increasingly financing the so-called 
new assistance that they negotiate these 
days. We must seriously review whether 
this is either a fair or lasting system." 

This passage is worth quoting at length 
because it was not written by a Third 
World radical, but by Pakistan's very sober 
Finance Minister Ghulam Ishaq Khan, 
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economy to su 
annual real Fera rate of more than 5 
over the past five years. Between the lines 
Khan is saying that there comes a point of 
diminishing returns in net transfers when 
it is in a developing country's interest to 
repudiate its debts. 

That point is not too far away for com- 
mercial borrowers. A computer model of 
capital flows developed by American Ex- 
press International shows the direction re- 
versing between now and 1986 when, after 
five years of positive flows to the develop- 
ing countries averaging US$10.5 billion a 
year, the flow becomes negative and the 
banks receive a net inflow from the LDCs 
averaging US$12 billion a year. This fact 
could reverse the political leverage be- 
tween the rich-country creditors and their 
poor-country debtors. 

Toronto may be looked back upon as 
the historic moment which confirmed the 
international consensus to adjust to a new 
disinflationary world economy, or it may 
be seenas the last calm moment before the 
stampede over the precipice into the 20th 
century's second great depression. The 
political battle against inflation in the in- 
dustrial countries made commendable 
headway. Now the strategy and the will 
must be found to preserve the living stan- 
dards of the world’s poor nations, as well 
as the fragile spirit of international co- 
operation, until the sought-after goal of 
non-inflationary durable growth is 
achieved, 


The savage arena 


Mexico's troubles could rebound on Asian borrowers by 
provoking contraction of the syndicated Eurodollar market 


By Richard Nations* 

Toronto: If the Mexican debt crisis had 
been stage-managed it could not have 
been better planned to raise the curtain on 
the Toronto World Bank-International 
Monetary Fund meeting, where 3,000 
bankers gathered to deliberate on the dis- 
mal state of the world’s financial health. 
This year the less-developed countries 
(LDCs) must repay or roll over some 
US$244 billion worth of loans. 

By failing to keep up with its colossal 
US$! billion-a-month debt-service pay- 
ments, Mexico revived the rich countries' 
nightmare of Third World defaults. Ame- 
rican banks have the largest exposure in 
Mexico, which owes them about US$24 
billion out of a total external debt of 
US$80 billion. That figure in turn repre- 
sents about 90% of these banks’ capital 
base, which the Mexicans may savage with 
anything short of full agreement to a suc- 
cessful rescheduling. 

This could mean the collapse of major 
United States banks, the end to US Presi- 
dent Ronald Reagan’s hopes of a recovery 
and a global crisis of confidence superim- 
posed on the world recession. With these 


stakes, it is not surprising that Washington - 


moved swiftly to arrange a bail-out. 


For the developing countries, however, 
Mexico demonstrated the perils of manag- 
ing debt in a declining world economy. 
The commercial money many middle-in- 
come LDCs borrowed to get them 
through the first oil crisis is now falling 
due, at a time when the growth of world 
trade for the first time in the post-war 
period has flattened to near zero. Thus, 
the export revenues relied upon to service 
their debt are simply not coming in. And 
while Mexico may not be typical — it is the 
world's largest debtor and overly depen- 
dent on declining oil revenues — it has, 
nonetheless, thrown a harsh light on a new 
cash-flow dilemma confronting many de- 
veloping countries as the medium-term 
markets dry up, leaving little choice but to 
borrow short or default. 

Until recently, commercial banks took 
their sovereign clients' short-term credits 
for granted as self-liquidating trade fi- 
nance which need not be calculated in a 
country's overall debt profile. But since 
the second oil shock the developing 
world's short-term debt has grown spec- 
tacularly. In the first half of 1981, short- 
term debt was 4176 of total debt and by the 
beginning of 1982 it was two thirds. At the 
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The problem is particularly acute with 
Latin America's large borrowers, bùt its 
causes are more general. Because of the 
rush to the Euromarkets after the first oil 
shock there is a concentration of syndi- 
cated loans maturing in the early 1980s. 
While monetary authorities ‘have long 
planned, meticulously, to meet» this 
schedule, no one anticipated the second 
oil shock, the cruel climb of the London 
inter-bank offered rate above 15%, a 
global recession and plummeting com- 
тойну and oil prices. On top/of all this, 
the growth of overall capital flows to the 
LDCs has declined. Medium-term private 
debt, which grew at a rate of 20% a year in 
the wake of the first oil shock, has slowed 
to 15% in the past two years, making a 
total of US$309 billion. If official debt, 
which also grew more slowly after 1979, is 
added in, the developing countries’ total 
medium- and long-term debt, according to 
World Bank figures, reached US$489 bil- 
lion at the end of 1981. 
Mexico has highlighted the cash-flow 

dilemma developing countries face servic- 


Virata: accounting methods unfair. 


ing this debt. In 1982, repayments on 
medium-term bank debt by the LDCs are 
expected to total US$44 billion, compared 
with US$21 billion in 1977. Yet, as the 
medium-term loan window shuts, debtor 
countries are increasingly borrowing 
short. 

In 1982 the LDCs need to repay or roll 
over US$140 billion in short-term borrow- 
ings, about three times the medium-term 
figure. However, much of this is tied to 
debt rather than trade and thus can be 
withdrawn overnight. This is essentially 
what-happened to Mexico when a major 
syndicated loan failed to sell down in the 
summer, sending a signal that the markets 
had finally lost confidence in their largest 
debtor. The short-term credits then sim- 
ply evaporated and the tenuous bridging 
finance (upon which Mexico relied to buy 
time until the world economy, oil prices, 
or bankers confidence revived) col- 
lapsed. 

This cash-flow crísis is not unique to 
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commercial banks and 
monetary authorities previously looked 
upon sovereign risk. Until recently the 
conventional debt-service ratio was used 
to compare a country's export earnings 
and service receipts with the total of amor- 
tisation and interest payments falling due 
in any one year on medium- and long-term 
debt alone. New models, such as that de- 
veloped by the American Express Bank, 
bring into the picture the roll-over of 
short-term debt which otherwise was 
excluded. 

This captures a country's cash flow, 
which is more sensitive to bankers' confi- 
dence than export earnings. As long as the 
markets have confidence in a country's fu- 
ture, the argument goes, it need never pay 
its debt but may always borrow more. 
Once that confidence disappears, short- 
term flows are vital. If short-term borrow- 
ings are brought into the equation, the 
debt-service ratios leap up. Latin 
America's major debtors — Mexico (115), 
Argentina (157) and Brazil (109) — all 
owe more than they are expected to earn 
this year, according to the calculations of 
one monetary authority. Guaranteed ex- 
port credits are excluded from the equa- 
tion. 


he ratios in Asia are much more reassur- 

ing, underscoring the region's relative 
conservatism. Although the Philippines, 
with a total bank debt of more than USS10 
billion and a debt-service ratio of 77, and 
South Korea (total debt of near US$20 bil- 
lion with a total debt-service ratio of 46) 
are a priscum Latin proportions, Thai- 
land (46), Indonesia (27), Taiwan (20) and 
Malaysia (10) are not a worry. 

Philippine Prime Minister Cesar Virata 
told the REVIEW that such accounting 
methods are unfair since they exaggerate 
the true debt burden of a developing coun- 
try with large trade requirements. He is 
probably right, but fairness is rarely at a 
premium in the markets when confidence 
is at stake. And though bankers agree that 
Asia's big borrowers are not now in peril 
of being caught in a Mexican-style cash- 
flow trap, a Latin American default could 
rebound drastically on the region by pro- 
voking a major contraction of the syndi- 
cated Euromarkets worldwide. 

To avoid just such a calamity, Interna- 
tional Monetary Fund managing director 
Jacques de Larosiere has urged both that 
commercial banks maintain their overall 
exposure in the developing world and that 
governments strengthen the fund as a con- 
fidence-building measure. At the same 
time, European central bankers pressed 
US Federal Reserve Board chairman Paul 
Volcker to reduce US interest rates 
further as a necessary step to relieve some 
of the pressure on the developing world. 
Finally, US Treasury Secretary Donald 
Regan was busy in Toronto mediating pri- 
vately between Britain and Argentina, 
which since the Falklands conflict last 
April has been rolling over payments on 
the US$12 billion due this year of its total 
external debt of US$40 billion. An agree- 
ment reached during the meeting to lift 
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their mutual financial embargoes was seen 
as essential to an eventual smooth re- 
scheduling of Argentina's debts. 

There is no doubt that had the Mexican 
crisis come two months later, the conse- 
quences would have been graver still. By 
falling on the eve of the Toronto meeting 
the Mexican panic helped galvanise inter- 
national support for strengthening both 
Bretton Woods institutions and, no 
doubt, played a major role in softening 


American opposition to an expanded 
fund. 

Mexico, however, may only be the first 
episode of a rescheduling explosion in the 
mid-1980s. Euromoney magazine esti- 
mates that as many as 20 countries may 
have to reschedule debts worth US$28 bil- 
lion this year, two-and-a-half times the 
US$10.8 billion last year and many times 
the US$1.3 billion average figure for the 
whole of the 1970s. 


Europe to the rescue 


IDA funds are assured until 1984, but differences between 
donors and recipients still blight long-term lending prospects 


Toronto: The good news from the joint 
annual meeting of the International 
Monetary Fund (IMF) and the World 
Bank in Toronto is that the Europeans 
came up with an additional US$2 billion 
for 1984 to salvage the International 
Development Association (IDA) — the 
World Bank's concessional-loan facility 
for the world's poorest countries — from 
the asperities of a conservative United 
States Congress. 

US President Ronald Reagan came to 
office in 1981 determined to renegotiate 
former president Jimmy Carter's commit- 
_ ment to give US$1.2 billion a year as the 

US donation to the IDA's three-year sixth 
replenishment, to run from 1981-83. But 
even Reagan's Washington remained 
loath to renege openly on an international 
agreement, so it resorted to the bureau- 
cratic device of "stretching out" the pay- 
ment period from three to four years, and 
“backloading the burden" by graduating 
instalments from US$500 million in the 
first year to US$1.1 billion in the fourth. 

This had the practical effect of slashing 
the IDA's sixth replenishment by a third. 
It also confronted other IDA donors with 
the dilemma of either acceding to 
Washington's edict on multilateral aid at 
the expense of the world's poorest coun- 
tries, or returning to budget-weary parlia- 
ments to make up the difference in 1984. 

Throughout this year European govern- 
ments have agonised over the financial 
and political implications for multilateral 
development presented by this choice. 
But even conservative governments such 
as Margaret Thatcher's in Britain finally 
concluded that: 

» The cost to their relations with the 
developing world of letting multilateral 
aid slide would be too great. 

> There is no effective alternative to the 
IDA (a study this year by the European 
Economic Community auditor concluded 
that much of the development money 
channelled through the European Deve- 
lopment Fund was being wasted and di- 
rected to too narrow a segment of the poor 
countries). 

Momentum gathered at the IDA de- 
puties’ meeting in Washington last April 
when a majority of donors agreed to break 
the so-called pro-rata rule, which was con- 
cocted six months earlier to put the US on 
the spot by ensuring that all would 
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Clausen: seeking more funds. 


backload their donations in line with 
Washington. Abandoning the pro-rata 
rule ensured the IDA funds for 1983 of 
US$3.3 billion, only a marginal shortfall 
from the original quota. But it meant a 
steep drop the following year as only the 
US would be paying in with its stretched- 
out fourth-year instalment of US$1.1 bil- 
lion — if congress appropriated the full 
funds. : 

The US$2 billion pledged by 22 donor 
countries at Toronto, together with the 
US commitment of USSI.1 billion and 
US$400 million of the bank's in-house 
funds, promises modest growth for IDA 
funds in 1984 to a total of US$3.5 billion. 
It also clears the path politically to 
negotiate. a seventh replenishment on 
which donors agreed to begin working as 
early as November. 

But the Toronto agreement has not re- 
solved the vexed question of burden-shar- 
ing central to the growing tensions in the 
Atlantic alliance. Ironically. Europe’s in- 
itiatives to bail out the sixth IDA fulfil 
Reagan's original agenda of renegotiating 
the Carter IDA commitments. At the out- 
set, Reaganite conservatives appeared de- 
termined to shrink the IDA. if not to force 
it to disappear altogether. But the US 
Treasury report on multilateral develop- 
ment banks published early this year dis- 
pelled many hoary conservative notions 


about aid distorting world markets. 

As a consequence, Washington seems 
less concerned now with retaining its 
leadership in the IDA with a 27% share 
than with ensuring that the US donation 
be held within a ceiling politically accept- 
able to congress. "If the Europeans want a 
bigger IDA, let them pay for it," a US 
Treasury official commented. 

Despite. their 1984 contributions, the 
Europeans are determined to restore the 
principle in the next replenishment of 
sharing the costs of the IDA in proportion 
to each country’s gross national product 
ratio. Since the US share of donor coun- 
tries’ collective GNP in 1980 was 36%, 
while its share of the original US$12 bil- 
lion sixth IDA was only 27%, some coun- 
tries are keen to devise a penalty for let- 
ting it slip any further. 

One proposal is the “special account” 
for 1984 which would tie procurement for 
IDA projects only to the countries which 
contribute to it. So far France, Canada, 
Italy and the Scandanavian countries have 
agreed on such a procedure. 

France and Japan have been effectively, 
albeit discreetly, collaborating to find the 
solution to the IDA's 1984 problem, but 
are divided on the merits of tied procure- 
ment. Paris now seems determined to use 
the special-account device as leverage 
against Washington's next replenishment 
share sliding closer to 20%. But since 
France itself only pledged 6% to the original 
sixth IDA while its share of the donors’ 
GNP was closer to 10%, its current stand 
is not without weaknesses. At the same 
time, Britain would like to see its tradi- 
tional 10% share of the IDA fall closer to 
its 6% share of donors’ GNP. West Ger- 
many, meanwhile, complains that adverse 
exchange-rate movements have forced it 
to pay more than its due. 

Such internal battles over burden-shar- 
ing will be decisive in determining whe- 
ther IDA's next replenishment grows in 
real terms. If it is to do so, World Bank 
president A. W. Clausen has been quoted 
as looking for US$19 billion, or a 50% in- 
crease over the sixth IDA. This figure also 
allows the claims of China, which joined 
the bank too late to be included in the sixth 
IDA planning but now undoubtedly ex- 
pects to take up full rights of membership 
with the next replenishment. 

South Asia lost US$1.2 billion in plan- 
ned IDA loans in 1982 and bore the brunt 
of the 35% shortfall this year forced by the 
Reagan backloading. India and Pakistan 
were obliged to shift into harder blends of 
regular bank and IDA money with the re- 
sult that India’s traditional 40% share of 
IDA funds fell to less than 30% . Indian of- 
ficials insist that they deserve a restoration 
of their traditional share, but this runs 
head up against China on population 
grounds, and to a lesser extent sub-Saha- 
ran Africa on grounds of need. The To- 
ronto agreement may have restored the 
spirit. of multilateral aid. But it has also 
opened the way to a struggle in both the 
Atlantic alliance and among some de- 
veloping countries over how to create and 
share a new dispensation. 

'— RICHARD NATIONS 
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As one of Japan’s major the need for popular fabrics. extend to distribution, business 

integrated trading houses, From India, Pakistan, organization, information 

C. Itoh is helping the countries | Bangladesh and Sri Lanka we gathering, financing, 

in Asia set the pace in import iron ore, shrimp, management guidance, 

economic growth. cotton, jute and other products. | development and other areas. 
In Indonesia we develop oil | Ai | | | So whatever your business, our 

resources. In Singapore we 1 across Asia, C. Itoh is trained experts will be happy 

refine oil and process sugar. working to build a better future | to help you set the 

In Malaysia we manufacture for all. With joint venture pace for growth. 
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C. ITOH & CO., (Hong Kong) LTD. 
28th Floor, United Centre Building 95, Queensway, Hong Kong Phone: 5-296011. 298202, 298105 Telex: 73212 (ITOHC HX) 


C. ITOH & СО. LTD. 

Tokyo Head Office: CPO. Box 136. Tokyo, Japan Telex: 422295 d TOHCHU) 

Singapore Branch: Hong Leong Building, 16, Raffles Quay, Singapore-1 Phone: 2202755 Telex: R821275 (СТОН) 

Kuala Lumpur Branch: Lot No. 201, Kompleks Antarabangsa. Jalan Sultan Ismail, Kuala Lumpur, Malaysia Phone: 429166 Telex: 30295 (CITOH MA) 
Other Offices in Asia: Bangkok, Bombay, Caicutta, Colombo, Dacca, Islamabad, Jakarta, Kaohsiung. Karachi, Kota Kinabalu, Kuching, Mania, 


C ITOH New Delhi, Penang. Pusan. Sandakan, Бегил and Taipei 
€ New York, São Paulo, London, Cairo, Sydney and 112 overseas offices 
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BUSINESS LINES: Yarns. Fibres. Textiles and Apparel ® Construction and Materials Handing Machinery € Heavy Machinery € Iron and Steel Plants € Textile Machinery 
Machinery for Paper, Paper Converting and Building Materials Industries € Food Processing and Medical Machinery @ Industrial Plants e Chemical Plants € Chemical 
Machinery e Motor Vehicles € Manne Transport € Arcraft € Power Plan! and Electrical Machinery е Telecommunications Systems € Consumer Electronics е Industrial 
Electronics € fron Ore € Соа and Coke € Steels and Steel Products ө ^ fous Metais and Ores Ө Light Metals € Grams and Foodstuffs ө Oils and Fats € Meat and 
Livestock € Feed Materials € Sugar € Marine Products @ Provisions € Pulp and Paper ө ¢ ral Merchandise € Gas ® Crude Oil ® Petroleum Products € Nuclear Energy 
Organic Chemicals @ Fine Chemicats ө Inorganic Chemicals е Plastics € Overseas Construction and Contracting ө Construction Materials and Utilities and a host of others. 
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Shift Into Automatic 


And Ride Ea 
While PIPS Does The 


fg | FA FR Tired of doing the 
ГА [#| same time-consum- 
SS SS _ ing work day after 
day? Now you can perform your rou- 
tine sequence of jobs just once and 
have it carried out automatically when- 
ever you want simply by keying-in the 
AU# command. PIPS gives you five 
commands that you will want to use 
every day: CAL (Calculate), SORT, LF 
(List with Format), CS (Conditional 
Search), and GR (Graphics). But only 
one which you need use: The powerful 
AU# command which automatically 
performs the other five core commands 
in the sequence you have selected. 
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PIPS Does It The Easy Way 

eHandy: Page format for easy retriev- 
al. Seventy-six 42-line pages (230,000 
characters) for marklll model. 

eSimple: The PIPS software system 
requires absolutely no programming. 

€ Quick: Basic operation can be under- 
stood in three hours and the system 
mastered in three days. 

€ Versatile: Any application, from rou- 
tine processing to accounting simu- 
lations. 


PIPS Goes Places With The M23 
mark series 
€ Fabulous 128K byte memory. 





[The Simple Commands of PIPS Revolutionize Your Computer Business. 
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SORD COMPUTER SYSTEMS, INC. Stasipianyso cs sin 


Singapore) Pte Ltd 1/05 Bio 


[Distributors in Asia ‘UNIDATA PTE.LTD. Tyrwhitt Road, Singapore. Phone: 2953281 UNIDATA SDN. BHD. Kuala Lumpur 


MENT L.P. Bangkok, Thailand. Phone: 2348670-3 BUSINESS COMPUTER SYSTEMS INC. Metro 


Phone: 542656 WING GROUP CO., LTD. Kowloon 
INSTRUMENT DIVISION Taipei, Taiwan. Phone 


| Bidg.. 7-12 Yaesu 2-сһоте ok kyo | 
k 1 Bedok Industrial Estate 


Manila, Philippines 
Hong Kong. Phone: 3-341341 JYONI CORPORATION Seoul, Korea. Phone: 725 0131 t 
752.9745 


Sy 
Routine Work. 


Ф Free use of any language: BASIC, 
UCSD PASCAL, ASSEMBLER, FOR 
TRAN or COBOL (available only for 
mark V model). 

@The choice of three outstanding 
models: M23 markl, mark lll, or markV 
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M23 mark series 
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ne: 940666 BANGKOK BUSINESS EQUIP- 
| P.T. MASTAL Jakarta Selatan. Indonesia 
3 SAMPO CORPORATION INDUSTRIAL 


Malaysia. Phe 
Phone: 817634 


Conventional power is not 


Power 
unavailable? 
unreliable? 
too costly? 
Australian 
alternative energy 
equipment 
could be 
the answer 


areas - the unreliability and 


come by installation of 


Э Ask the expert 
R^ who knows 
at N Australia 





always a practical proposition. 
There can be the problems of 
supplying locations in remote 


cost of generator fuel supply - 
the cost of bringing in power 
lines and connecting to the grid 
system - the cost of maintenance. 
These problems can be over 


Australian equipment that 
utilises energy derived from 
the renewable sources of sun, 
wind, water or gas. Equipment 
such as solar hot water 
systems, industrial solar 
collectors, wind driven gener- 


ators, bio-gas energy systems, 


mini and micro hydro electric 
schemes and micro distillers 
for ethano! production. 

They can be used for heating 


For details of suppliers 
phone or telex 

the Australian Trade 
Commissioner at: 


Kuala Lumpur, ph. 42 3122 
telex MA30260. 

Hong Kong, ph. (5)22 7171-8 
telex 73685. 

Singapore, ph. 737 9311 
telex RS21238. 

Tokyo, ph. 582 7231-9 
telex 2422885. 

Osaka, ph. (06)271 7071 
telex 5225334. 

New Delhi, ph. 690336 
telex 81312356. 


water, generating electricity, 
refrigeration, pumping water, 
lighting, air-conditioning, 
communications, etc. 
Australian alternative energy 
equipment has been developed 
to economic levels in some of 
the harshest conditions in the 
world. It could satisfy your 
particular power requirements. 






Seoul, ph. 7206490-5 
telex K23663. 

Manila, ph. 87 4961 
telex PN63542. 
Bangkok, ph. 2860411 
telex 82621. 

Beijing, ph. 522331 
telex 22263. 

Jakarta, ph. 330824 
telex 46214. 
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When the success of your business 
depends on making the right connections, 
look to the investment banking service 


with connections all over the world. 





In today's volatile business environment, you need connections to 
get ahead. And Bank of America's Investment Banking Group can help 
you make them. 

Our vast global network and global expertise, plus our multi- 
currency finance experience, give us a worldwide presence few banks 
can match. And give us ready access to world financial markets, both 
public and private. 

The connections we've built over the years, and all over the 
world, can be an important advantage for you. 

As advisors, we have the expertise to guide you knowledgeably 
through complex project financings. We also advise corporations on 
mergers, acquisitions, or divestitures. As financial specialists, we can 
arrange syndicated loans ofall types. We structure, manage and distri- 
bute Eurobond issues. We're a leader in private placements. We have 
an extensive, experienced leasing operation. And we can tap the full 
resources of Bank of America to create unique funding packages com- 
bining investment banking and commercial banking instruments. 

Whether you need capital or just capital ideas, it pays to have the 
right connections. To find out how to make them, call your Bank of 
America Account Officer, or our investment banking specialists in 
Hong Kong, 5 - 2676666, or Tokyo, (81) (3) 214-6942. It's the first 
connection to your future connections, all over the world. 


Look to the Leader.” 


BANKOF AMERICA +) 





© Bank of America NT&SA 1982 


Nf America NT&SA Member FIDH 
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Long, labourious, slow transits take Minimum Connecting Time at the And if you are staying in France, departures 
the pleasure out of flying. But now, Express Terminals is only 45 minutes, one to the regional capitals are in the 
when you fly Air France to Paris, you'll of the very fastest, making Paris the ideal same Terminal as international arrivals. 
enjoy an Express transit at СОС? ateway to 148 cities їп 73 countries. Times are changing for changing planes. 
There everything is conceived to make Our time tables are studied so that you'll So for efficient transits between enjoyable 
the travelling businessman's life easier. always find a convenient connection. flights, travel with the French via Paris. 


AIR FRANCE Z7 
FOR PARIS CHARLES DE GAULLE TERMINAL 2. 









MORE bad news for: Selangor Prüp- 
ties shareholders. Hidden deep inside 
ie Kuala Lumpur draft structure plan 
published on September 1 after four 
years in the making — are four recom- 
mendations which, if Confirmed; could 
finally bury Selprop's stillborn Daman- 
1 sara town centre project. Conceived six 
х years ago and approved-in principle in 
| 1979, the M$1 billion (US$426.4 million) 
| scheme envisages а: combined office, 
i апа ^ commercial 
, development with à total floor space of 
more than 2 million sq; ft, four times the 

` Site area. The city planners have other 
ideas. They say there will be no new 
| town centre in Damansara Heights, а 
һу suburb to the west of Kuala 

| Н С buildings; no 

w retail outlets unless they serve local 

































| needs only, and no new commercial con- 





struction with a plot. ratio higher than 
one-to-one. 

So far, though; the unit trust managers 
án Hongkong and London who bought 
heavily in Selprop last year have either 
- not read he Kuala- Li i 
















: xi rose 58 M cents to 
:MS4,54 the day the document came out 

= though that was still less than a fifth of 
their 1981 peak. The explanation could 
Ве that they are starting to thrive on set- 
backs. The announcement last October 
j that the -government had gazetted. 35 
| acres of the 54-acre site for compulsory 

"acquisition “hardly dented their en- 

















`` ‘elusive negotiations with the authorities 
"about finding a bumiputra (Malay and 
other indigenou се): joint-venture 
| partner for th : Having got al- 
“most to the: point of signing an agree- 
: ment with the United Malays National 
Organisation (Umno) cooperative ear- 
- lier this year, Selprop, ever optimistic, is 
ПОМ talking to potential private-sector 
partners instead. 
"Of course, if the government does 
ke over the land, the prime beneficiary 
bé chairman Datuk T. K. Wen and 
his family, who own around 78% of Sel- 
prop’s issued capital and some 98%, di- 
rectly and indirectly, in Bungsar Hill 
"Development Co. , which bought the site 
in 1963 from Socfin, à French-Belgian 
rubber estates firm, and has been leasing 
it ata virtual peppercorn rent to Selprop. 
Wen assured Selprop shareholders in the 
latest annual report that Bungsar Hill 
would pass on “most” of the proceeds of 
any forced sale to the group. 
€ TWO other former high-flyers — Tan 
Sri Lim Goh Tong's Genting Bhd and 
Multi-Purpose Holdings' associate Mag- 
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"^thusiasm, nor did three years of incon- | 





on the wrong courses 


num Corp. — both took.a dive this past 
week following calls from the Umno 
Youth and Umno general assemblies for 
a complete ban on gambling in Malaysia. 
Genting ү 34 cents to M$3.12 in 
heavy trading at the Kuala Lumpur 
Stock Exchange on Séptember 13 after 
Prime Minister Datuk Seri Mahathir 
Mohamad told local newsmen he was 
taking steps to ban Muslims from playing 
the tables at Genting’s resort 50 kms 
from the capital and might eventually 
close down the casino — though not the 
resort itself, The same day, Magnum, 
which gets 80% of its turnover from 
selling four-digit horse-race forecast bet- 
ting tickets, dipped 22 cents to M$2.84. 
Analysts said they are taking the 
threat as seriously as investors seem to 
be, despite the fact that any clampdown 


would mean the government losing. 


M$320 million a year in gambling taxes. 
The two companies have wisely been 
moving into other activities in recent 
years. Genting, whose casino licence 
comes up for renewal every three 
months, has bought property and planta- 
tions and gone into partnership with 
Australian construction and mining en- 
trepreneur Sir Leslie Thiess to run a 
planned casino in northern Queensland. 
Magnum likewise now owns property 
and estates, 
(minus casino), a finance company, a 


telecommunications firm and even the ^ 


outfit that prints its betting tickets. 

A limited ban on gambling by Muslims 
might impact little on the companies' 
turnover, observers say, since Malaysian 
Chinese form the majority of punters 
both at the track and the table. But it 
could be embarrassing for Genting di- 
rector and former chairman Tan Sri 
Mohamed Noah Omar, the father-in- 
law of former prime minister Tun Hus- 
sein Onn and his predecessor Tun Abdul 
Razak. He has just spent M$4.5 million 
building an impressive mosque on the 
casino's doorstep. 

e WHEN it comes to provoking a run 
on a bank or finance company in Hong- 
kong, there is nothing like a good (or 
perhaps bad is a better word) rumour, as 
Hang Lung Bank found to its cost early 
this month just as Sun Hung Kai Finance 
(now a bank) did in 1979. Shroff has no 
such rumours to retail but a glance at of- 
ficial statistics on the territory's 359 de- 


posit-taking companies (DTCs) suggests | 


some possible cause for concern. 

The DTCs as a whole are now sharply 
in decline in terms of their customer de- 
posit base. From a high of just over 
HK$60 billion (US$9.83 billion) in Feb- 
ruary this year, total customer deposits 
had shrunk to under HK$52 billion by 









: (to HK$102.5 billion by June) an 


a rival resort complex. | 


parallel sharp increase in 











the end of May and носио 
posits from some HK$4 
around HK $39 billion, 
be expected, givent 
with the exception of th 
licensed (as. against registered) va 
are being cut out of the shor 
(below three months) deposit mark 
government fiat. And the license 
stitutions сап take short-term de 
only above НК$500,000. | 
But these restrictions are suppo: 
be phased over quite a lengthy 
which began on July 1, in order to 
too sudden a contraction in the D' 
deposit bases while they contract 
lending business in an orderly. ma 
The magnitude of the drop in cus 
deposits even up to June (official st 
tics lag several months behind) poi 
something less planned, however 
The DTC sector as a whole, . 
while, continues to expand its len 




























































sequently having to borrow. а lot 
from banks to fund it. The danger here is 
of DTCs being squeezed in the inte 
bank (or even inter-DTC) market а 
ashaving to bid up rates to go on attract 
ing customer deposits. . , That со 
nasty for some. 
Another si nificant 




















trend 









under this heading. Betwe 
1981 and March, DTC loa 
tial property purchases actually show 
a slight decline to HK$5.8 billion wh 
their building and construction loar 

by HK$2 billion (to HK$7.6 bi 

the period. The banks, me 
pushed up their mortgage loans by tr 
than HK$1 billion to HK$9.1 bil 
this period and their construction loa 
by HK$3.6 billion to HK$27.8 bil 
Again, this is partly according to pl 
— some DTCs are almost certainly in 
position of high exposure to pr 
(something the. government will 
discovered only recently from re 
its statistics) and property portfolios 
obviously being shifted increa 
from DTCs to banks under the impact o: 
higher funding (and thus lending) costs 
for the DTCs and no doubt by design 
where. DTCs belong to banks. How 
much more of this burden (given neg 
tive yields on property investments at re- 
cently high interest rates) the banks will 
have to shoulder depends ой how 
smoothly or otherwise the contraction of 
the DTC sector proceeds. Thé problems - 
of Kevin Hsu and of the Eda group hint 
at just how much morc of a burden m: 
yet have to be shouldered. 

















































Mita 


В. 
a 
Жа qd 


b 


M 
Г 


By Salamat Ali 
Colombo: Sri Lanka's nationalised tea, 
rubber and coconut estates have, through 
‘mismanagement and neglect, become a 
pale shadow of their former selves, easy 
to corrupt politicians and public ser- 
and a drain on the public treasury. 
heless. the dominant official view 
(supported almost unanimously by 
eo) is that the plantations 

retained as national properties. 
һе plantation sector suffers continuing 










































ms. Estates are kept going by bank 
ѕ and by significant grants and sub- 
es from the government's budget. But 
incontrovertible as these facts are, they 
tell only half'of the story. The other half is 
the plantation managers’ assertion that 
they contribute far more to the national 
economy than what is given to them in an- 
nual subventions. 
"s e planters have a point. Finance 
Minister Ronnie de Mel, hard pressed to 
find money for high-priority, long-gesta- 
tion projects such as the accelerated 
Mahaveli hydroelectric programme, is 
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Colombo: Ceylon (and latterly Sri 
Lanka) has had a share market for almost 
100 years but no formal stock exchange. 
.. Now that has changed. At the personal be- 
hest of President Junius Jayewardene, a 
group of leading businessmen, including 
heads of banks and insurance companies 
Is private entrepreneurs, have recently 
istered the Colombo Stock Exchange 
. under the Companies Act. It appears 
- likely it will trade both local and foreign 
[Stocks 


' One of the hallmarks of Jayewardene's 
| government has been a gradual shift to- 
. wards free-market economic policies. But 
| Пе has been supplementing market forces 
— with his own behind-the-scenes efforts to 
— boost trade, industry and investment. 
— Getting a formal stock exchange going 
= was a case in point. 

“ Leading firms of stockbrokers have up 
. tonow traded shares through a stockbrok- 
. ers association. The shares of about 100 
= companies (mainly Sri Lankan domestic 
_ firms though including some half-dozen 
_ subsidiaries of foreign companies) have 
. been thus traded, plus those of some 160 
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а! losses and perpetual liquidity pro- 


forced to garner finance from all available 
sources — the foremost being the planta- 
tions. They contributed Rs 14.5 billion 
(US$703.9 million) in 1981 to the total na- 
tional revenue of Rs 36.8 billion and 
slightly more than 52% of the year's total 
national export earnings of Rs 20.6 bil- 
lion. The plantations are required to make 
the biggest contribution because they re- 
main Sri Lanka's largest single source of 
wealth. 

The plantations’ role in the national 
budget is underscored, too, by what they 
pay each year to the exchequer against 
what is budgeted for them. For instance, 
during 1981, the People's Estates Deve- 
lopment Board — one of the two public- 
sector organisations managing the nation- 
alised plantations — accounted for Rs 
684.8 million in export duties at the rate of 
Rs 8 a kg. from the 85.6 million kgs of tea 
it sold at Colombo auctions. It accounted 
for an additional Rs 77 million by way of a 
special cess levied at the rate of 90 Sri Lan- 
kan cents a kg. of tea produced. 

Lacking liquidity, the board had to bor- 


E is | 
Formalised freedom 
Sri Lanka paves the way for a stock exchange 

Anter 100 years of informal trading 


plantation-management agencies which 
are in liquidation following the nationali- 
sation of tea, rubber and coconut estates. 
Speculators buy the shares of these com- 
panies in the hope of qualifying for com- 
pensation paid to nationalised property. 
This has not made for a super-active mar- 
ket; in fact four leading brokers have 
been used to meeting briefly each morning 
in order to transact the entire day's busi- 
ness. í 

The present head of the Share Brokers 
Association, R, S. Wijeyesekra, has been 
designated chairman of the "group of in- 
terested persons" registering the stock ex- 
change. The exchange needs another four 
to five months to begin operations. Cur- 
rently a  Harvard-trained economist, 
Darin Gunesekera, working as secretary 
of the group, is organising training for var- 
ious operatives of the exchange as well as 
for the stockbroking firms. Under United 
States legislation for assisting апа 


strengthening the institution of private en- 
terprise abroad, some US agencies have 
offered grants to pay for training and also 
consultancy services. 
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De Mel: tapping all sources. 


row Rs 508 million in 1981 in short-term 
bank loans, and paid total interest of 
Rs 94.4 million in interest to government- 
owned banks. Also in 1981, it received 
from the government Rs 188.8 million in 
subsidies and grants. The net effect was a 
loss of Rs 68.8 million for the board. The 
figures for the other organisation — the 
State Plantations Corp. — show a similar 
pattern. i 

The plantations argue that no other 
country levies as high an export duty on 
tea as Sri Lanka. At one time, the duty 
was as high as Rs 15 a kg. 


In an interview with the REVIEW, 
Wijeyesekra argued that the present free 
economy of Sri Lanka had made the 
emergence of a stock exchange inevitable. 
Currently, cash transactions are flourish- 
ing and in Colombo's trading district of 
Pettah alone, the money market is far big- 
ger than the entire official money market. 
Pettah is controlled by Muslim traders 
with excellent business links from Hong- 
kong through Singapore to the Gulf. So 
far they have preferred the quick turnover 
of foreign-trade finance (including 
smuggling) to long-term investment. 


Не the head of the Pettah mer- 
chants Karim Omar, who is associated 
with the stock exchange group, told the 
REVIEW that given suitable incentives 
money could find its way into the local 
stock exchange. He is urging abolition of 
exchange control and further tax incen- 
tives. 

Omar's optimism does not appear to be 
misplaced. Leading share brokers told the 
REVIEW that at present there is strong de- 
mand in Colombo for shares of good com- 
panies. The stock offered on the local 
market by India's Taj group of hotels was 
snapped up as soon as it was made 
available. But of all the company shares 
registered with the broking firms, only 
half (around 50) are active. These do not 
include local subsidiaries of international 
companies such as Imperial Tobacco, 
Pfizer, Lipton, Brooke Bond Liebig and 
Imperial Chemical Industries, whose 
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The Finance Ministry says the high rate 
of duty was levied at a time of devaluation 
of the Sri Lankan rupee, ій order to deny 
windfall profits to overseas buyers. The 
tea growers, however, argue thàt without 
the export duty, buyers could not have 
taken more than а third of the devaluation 
surplus, leaving the remaining two-thirds 
to the producers. They also'argue that the 
right course for policymakers would be to 
abolish the export duty and tax the profits 
of the estates. Such a course would solve 
the problem of liquidity, end the need for 
official subsidies and help the plantations 
show profits. 

The plantations that once sustained Sri 
Lanka fell on hard times in the early 1970s 
when both the top national parties com- 
mitted themselves to nationalisation of 
foreign-owned tea, rubber and coconut 
estates. But the commitment preceded the 
actual takeover by several years — thus 
the overseas owners not only .stopped 
ploughing capital into the factories and 
farms but also milked the estates for what- 
ever they would yield. Understand- 
ably, a number of plantations were going 
to seed. 

Additionally, when the takeover came, 
it was without adequate. forethought. 
Pieces of valuable land were carved out of 
several estates and handed over t6 local 
farmers, who stripped them bare. The re- 
maining properties went to cooperatives 
under local political managements that re- 
placed professional planters with school- 
teachers, clerks and anyone else who 





shares are traded among local brokers. 
None of these has floated equity locally. 
Unlike some Third World countries, Sri 
Lanka does not insist on a prescribed 
minimum local share capital. This is now 
attracting growing local criticism that Sri 
Lanka is a little too liberal. 

According to Wijéyesekra, 25 new local 
issues of stock were made during the first 
three months of the current calendar year 
and these raised Rs 300 million (US$14.6 
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could pull political strings. The combina- 
tion of greedy politicians and ignorant es- 
tate managers proved deadly. Tea estates 
were allowed to be choked by weeds, the 
bushes were not pruned, plant diseases 
were ignored and replanting was almost 
totally forgotten. One tea planter pointed 
out that normally it takes five years of 
work to recover from one year’s neglect. 

Nor did the nationalised rubber planta- 
tions fare any better. Valuable trees were 
felled for fuel. The coconut plantations 
became open to all for free picking. More 
important, the workforce on all taken- 


million) in equity. But he emphasised the 
need for concerted efforts to build public 
confidence in the stockmarket, something 
he felt could be achieved through creation 
of supporting institutions such as unit 
trusts, investment trusts, issuing houses 
and fund management groups. Wije- 
yesekra complained that Sri Lanka’s 
nationalised banking sector had been 
functioning only as a short-term money 
lender. *That is not how Europe was de- 
veloped," he said. He added that the three 
local development banks could never 
meet the need for finance. Merchant 
banks and other institutions would have to 
come into the equity market to bridge the 
gap. 

Sri Lanka's liberal laws on exchange 
control and taxes have already paved the 
way for the stock exchange. Expatriate 
capital, including earnings of Sri Lankans 
living abroad, can be invested freely in Sri 
Lanka. This capital, plus any earnings on 
it by way of profits and dividends, can be 
repatriated. The dividends of companies 
are tax free and there-is no capital-gains 
tax on shares quoted currently by broking 
firms. The feeling here is that new capital 
could be attracted to the plantations sec- 
tor if the government decides to float 
joint-stock companies for selected tea and 
rubber estates. It is noted that a very large 
proportion of the stocks (around 40%) of 
the number of companies listed on the 
stock exchanges in Malaysia and Singa- 
pore are of plantation companies. 

—SALAMAT ALI 





over plantations was artificially inflated 
under local political pressure. 

Voted to power in 1977, the present 
United National Party government of Pre- 
sident Junius Jayewardene corrected 
some of these wrongs. It reclaimed most 
of the estates from the cooperatives but 
could not retrieve the land that had been 
handed to farmers. Even now, privately 
owned plots are intruding into state- 
owned plantations. 

The new government laid off the non- 
professionals, brought back the profes- 
sional planters and reverted to the old 
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Rubber plan ta tion: private production down. 


British companies’ system of recruiting 
planters of a certain social background 
from elite schools. But it could not cut 
down the inflated strength of the estates’ 
workforces. Plantations run by the gov- 
ernment still remain the biggest single 
source of political patronage and for that 
reason cannot be run on a commercial 
footing. The government fights a continu- 
ing battle with MPs demanding jobs and 
other concessions for local supporters. 
They also demand, and often get, a half to 
one acre of prime tea or rubber land for 
temples, schools and other institutions. 

To keep his partymen at bay (and un- 
able to find cabinet ministers impervious 
to pressures) Jayewardene has assumed 
direct charge of the Plantations Ministry. 
This has eased some pressure. 

There is considerable official reluctance 
to disclose comparison of land area under 
tea, rubber and coconuts before nationali- 
sation and now. Official quarters talk in 
percentages and say almost 60% of the tea 
land is now owned by the government of 
which around five-sixths is controlled by 
the two government organisations. The 
remaining sixth owned by the government 
is said to be in the charge of the Land Re- 
form Commission which has neither the 
means nor the dispensation to look after 
the valuable property. Some 40% of tea 
land is in private hands. Against this, 
some 80% of rubber land is privately 
owned. The percentage of coconut planta- 
tions in the government sector is even 
smaller. The overall 1981 figures for both 
public and private sectors show 244,918 
ha. under tea, 222,797 ha. under rubber 
and 466,208 ha. under coconuts. 


he government grants subsidies for re- 
planting tea, rubber and coconuts. Al- 
though tea areas have increased slightly 
from 242,115 ha. in 1977 to 244,918 ha. in 
1981, there has been a fall in rubber during 
the same period from 226,660 ha. to 


222,797 ha. in 1981. The area under 
coconuts has remained static. 
These figures emphasise the need for 


84 


substantial investment not only to moder- 
nise existing tea and rubber factories but 
also to set up new ones to serve the large 
number of tea and (more so) rubber pro- 
ducers in the private sector. It appears 
that over a period, against the rising pro- 
ductivity of the state-owned plantations, 
the private sector's especially small hold- 
ings (of fewer than 4 ha.) are finding it in- 
creasingly difficult to manage. While the 
60% of tea land that is in government 
hands produces 80% of the nation's tea 
crop, the 40% privately owned land pro- 
duces only 20%. In rubber, the govern- 
ment sector produced 41% of national 
production in 1981 against 59% produced 
by the private sector, owning around 80% 
of the rubber land. 

Falling productivity of the vast private 
holdings is reflected in national statistics. 


: For the past four years, rubber production 


has been declining steadily from 155.7 mil- 
lion kgs in 1978 to 152.7 million kgs in 
1979, 133.1 million kgs in 1980 and to an 
all-time low of 124 million kgs in 1981. 
Factory facilities are not available even for 
half of this production, which is in the 
main processed crudely into smoked rub- 
ber by the small planters and sold at less 
than a third the price fetched by top-qua- 
lity, factory-processed rubber. 

The public-sector plantations have been 
able to show progress because of steady 
application of optimum doses of fertilisers 
and expensive weedkillers and other 
chemicals on every estate, irrespective of 
the profits or losses of each. Those estates 
under private ownership could not ope- 
rate uniformly on this principle. 

One reason is said to be the total lack of 
incentive for better results. In the past, the 
British companies rewarded managers for 
their improved annual performances. All 
estate employees, irrespective of rank or 
the profits or losses of their estates, now 
uniformly receive the same annual bonus 
of US$30 each. The decline in managerial 
standards, general indifference, pilferage 
and other corrupt practices are attributed 
to this factor. 

Some experienced planters believe the 
virtual stagnation of the plantations sector 
cannot be broken within the existing gov- 
ernment policy framework. The solution 
they advocate is to float joint-stock com- 
panies that could lease estates from the 
government for an attractively long 
period. The government itself could par- 
ticipate in their equity but would play a re- 
gulatory role, leaving management to pro- 
fessionals. Such a policy would leave the 
government as part owner of plantations 
and relieve it of the need to meet the sec- 
tor's heavy demand for capital. It would 
also relieve the government of political 
pressures while ensuring it adequate re- 
venues. Small private holders would be 
encouraged to find solutions to their pro- 
blems and boost national production. 

Advocates of this course further argue 
that increasing pressures in the interna- 
tional rubber and tea markets — governed 
purely by market forces — could be faced 
only by private enterprise and not by 
bureaucrats obliged to file returns in tripli- 
cate, rather than triple production. 


ECONOMIC RELATIONS 


Off the 
beaten track 


Singa wants closer 
ties AIndonesia's 


outlying regions 


By Susumu Awanohara 

Jakarta: Here from September 7-9 for a 
regular empat mata (four eyes) session 
with President Suharto, Prime Minister 
Lee Kuan Yew of Singapore made some 
new proposals for bilateral economic co- 
operation. Interestingly, these proposals 
involved closer Singapore contacts not 
with the capital but with other regions of 
Indonesia. 

Lee told the press that his government 
was studying with Indonesia's state oil 
company Pertamina the possibility of pur- 
chasing natural gas and petroleum gas. 
The first possible source of natural gas is 
the Natuna islands: if there is enough gas 
and it is broüght to Batam island, just off 
Singapore, by-pipeline, Singapore would 
commit itself to a long-term purchase 
agreement, Lee said. Indonesia may de- 
cide to build a liquefaction plant in the 
Natunas, however. 

The second possible source is the Cono- 
co gasfields, also in the South China Sea. 
Whichever source is eventually used, Sin- 
gapore is apparently interested in buying 
the gas in unliquefied form. The options 
presuppose a major Indonesian commit- 
ment to develop Batam, including the 
construction of gas-liquefaction facilities 
for exports to non-Singapore markets. 

Lee also said Singapore was in discus- 
sion with Pertamina and a Japanese group 
concerning the possible purchase of 
liquefied petroleum gas (LPG) from the 
Arjuna fields off Java. He said the Japan- 
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OUR CARE SETS US ABOVE THE COMPETITION. 
JUST ASK THE FRENCH. 


From La Tour Eiffel to haute couture few na- 
tions set higher standards than the French. 
Not surprising then that ScanDutch is frequently 
entrusted with the task of bringing French 
goods to the Orient in perfect condition. And 
making sure that products from the Far East 


FAR EASTERN ECONOMIC REVIEW e SEPTEMBER 17. 1982 





190529 4 


arrive іп France with style. Of course, this repu 
tation for Ist class care gives us a lot to live 
up to. But then it gives our competition a monu 


mental headache. 


ScanDutch 
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ouses over half of mankind. Every day events are 
ng here that not only shape Asia's future but af- 
тіге world. Asia 1982 Yearbook covers these 
ompiles analyses and interprets them. No busi- 
an can afford to ignore them. Nor can any execu- 
г scholar or anyone who has dealings with Asia. 
de for yourself whether any other single medium 
те economic, social and political realities of Asia at 
gertips as does the Asia Yearbook. 


o Asia 1982 Yearbook, celebrating its 23rd anniver- 
ry, is bigger and more comprehensive than ever be- 
Matching the rapid pace of Asian developinent, we 


n afford toi "ignore. 



















d familiar. chapters as well: a Regional 
, The Power Game, Population & Food, World 

and Asian Development Bank, ASEAN Econo- 

, Asian Finance, Asian Investment, Energy, Com- 

$, Aviation, Shipping and Trade & Aid. 

е main. body of the book contains chapters on 30 
ntries, with Fiji included for the first time. Each is di- 
into 4 sections: political and social, foreign rela- 
ions, economy and infrastructure ranging from Afghan- 
rough China, to Korea and Japan, down through 
ilippines to Australia and New Zealand, and then 
o akistan. via India, Indonesia, Singapore and 



















n the past, the Yearbook has an abundance of 
t tables and graphics to illustrate the material, in- 
full military profile of every country. As an 
‚ added feature the 1982 Yearbook will contain a special 
2 è rdinated statistics. 


try scussed with up-to-date reviews on its 
Politics and Social Affairs; Foreign Relations, Economy 

d Infrastructure. The Yearbook gives you localised, 
- first-hand information on everything from Market Poten- 
‘tial and Population Trends to Foreign Aid Involvements 
| and Cultural Landmarks. Each section has 


: upplied with a set idi vital statistics complies 


gone into greater detail, with deeper insight, to pro- 
ice a book that no person who has any itas with 
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against a master questionnaire provided by Yearbook 
experts. 


How We Did It 
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-Asia as only the Far Eastern Economic Review can. 
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ese group is interested in certain fractions 

of the gas derivatives and Singapore in 

other fractions, which presumably would 

feed Singapore's petrochemical complex 

— now facing numero! gitticulties, in- 

cluding the high _ of naphtha 
feedstock. 

On the Movie s of Biin island, 
Lee Suggested that more active "cultiva- 
tion" by the Indonesi one as well as 
speedy provision of infrastructure were 
needed to’ attract greater investment. 
Lee’s implication seem that great- 
er incentives were need for investment 
in Batam because for, geographical 
reasons much of the output from Batam 
would have to be expo: ther than ab- 
sorbed by a ready domestic market. 

Another of Lee's proposals was to open 
direct air services between Singapore and 
tourist destinations in Indonesia, includ- 
ing Jogjakarta and Bali. By allowing 
tourists to bypass Jakarta, both Singapore 
and Indonesia would benefit from the ad- 
ditional traffic generated, as was the case 
with Malaysia in opening à direct Singa- 
pore-Penang service by-passing Kuala 
Lumpur, he said. It is already possible to 
fly directly from Singapore to Medan 
(Lake Toba), but Jakarta has been reluc- 
tant to allow direct international access to 
Jogjakarta and Bali. 

In the past some Singapore leaders 
questioned the appropriateness of what 
they saw as a Java-(and Jakarta-)centric 
world view, fairly prevalent in Indonesia, 
for balanced development of Indonesia. 
As the Singaporeans realise, there are 

- good historical and contemporary reasons 
behind this view, but now that there is an 
obvious need for a greater geographical 
diversification of economic development, 
and for more income from tourism, 
Jakarta may respond to some of Lee's 


proposals. 


» Frieda Koh writes from Singapore: 
Singapore's S$1 billion (US$467.3 mil- 
lion) naphtha cracking plant at Pulau 
Ayer Merbau was originally intended to 
use naphtha for 70% of its feedstock and 
LPG for the remaining 30%, but this has 
now been altered in favour of a 50:50 
share of the two raw materials, in view of 
the current lower price of LPG. 

Soon after Lee's return to Singapore, C. 
Itoh, a Japanese oil supplier, announced it 
had clinched a deal to supply the plant 
with about 150,000 tonnes of LPG from 
Indonesia's Arjuna oilfields under a five- 
year contract beginning in August 1983, 
which observers see as indicative of the 
plant's starting date. But officials of the 
company said negotiations on the deal had 
been going on for about eight months and 
were not affected by Lee's talks with 
Suharto. The Arjuna LGP is at present 
being sold to the United States under a 
contract which would terminate in March 
1983. 

Shell Eastern Petroleum is also in the 
final stages of negotiations with the Pet- 
rochemical Corp. of Singapore, owner of 
the naphtha cracker, for the supply of 
about 200,000 tonnes of LPG a year to the 
plant from Shell's refinery. 
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Students demonstrate against price rises: a real shortage to come. 


FOOD 


Storing up trouble 


Nepal's government battles for 
as hoarding leads to an artificia 


By Kedar Man Singh 

Kathmandu: Nepal is in the grip of a se- 
vere food crisis. The price of grain has shot 
up by about 90% in recent weeks and 
there have been isolated reports of deaths 
from hunger-related causes. But the crisis 
seems to have been caused more by an ar- 
tificial shortage created by unscrupulous 
merchants and political factors than by a 
genuine lack of grain. 

The country has just had two successive 
years of bumper harvests, with grain pro- 
duction reaching a record high of just over 
3.9 million tonnes in the 1981-82 fiscal 
year ended July 14. Rice production was 
up 3.9% and wheat production up 6.6% 
over the previous year, according to the 
government. The authorities even 
abolished a 1295 excise duty on rice ex- 
ports to India, and such exports helped 
significantly in bringing foreign exchange 
into the country. 

Since then, however, nature has turned 
against Nepal. The lateness of the mon- 
soon has caused a drought in 55 of the 
country's 75 districts. (Of the total culti- 
vated area, only 14% is irrigated by can- 
als, the rest. being dependent on rain.) 
Currently, the planting of rice on almost 
60% of the cultivated land has been de- 
layed by the late monsoon. The areas af- 
fected are in the lowland Terai belt adja- 
cent to the Indian states of Bihar and 
Uttar Pradesh. (Ironically, these states 
and neighbouring Orissa were inundated 
by monsoon floods in late August and 
early September which caused about 
1,000 casualties.) 

But, as observers have pointed out, the 
drought's impact on Nepal's food stock 
should be felt only in six months' time. 
They say the current shortages have been 
caused by hoarding on the part of un- 
scrupulous businessmen, particularly rice 
dealers, The result is that grain has be- 
come scarce on the market and prices have 
jumped. Groups opposed to Prime Minis- 
ter Surya Bahadur Thapa are also be- 


ponios survival 
food shortage 


lieved to have had a hand in the crisis. 
They are said to have taken part in the 
hoarding of grain to complicate matters 
for the government, already facing daily 
demonstrations against the shortages. 

Government measures to tackle the 
crisis, which have. so far proved in- 
adequate, have included the provision of 
emergency relief. The government-owned 
Food Corporation has carried out sales of 
rice at fixed prices, but such sales are too 
small to bring prices down on the free mar- 
ket. Typically, people have to queue for 
an entire day to buy about 3 kgs of rice at 
the Food Corporation's sales. 


роо and corruption at the Food 
Corporation, and in the country's ad- 
ministrative machinery as a whole, have 
hampered efforts to deal with the crisis. 
The general manager of the Food Corpo- 
ration, Pratap Basnyet, has been sacked 
following allegations of malpractices in 
the organisation. 

The government has also announced 
elaborate plans for the distribution of 
104,000 tonnes of food over the next six 
months in drought-affected areas. Airlifts 
are being organised and in remote hilly re- 
gions supplies will be carried to villages by 
porters via mule tracks. 

Efforts are also under way to set up a 
buffer stock to cope with the genuine 
shortage that will develop in the coming 
months. Requests for food aid amounting 
to 45,000 tonnes have also gone out to a 
number of countries and organisations, in- 
cluding India, the United States and the 
European Economic Community. Official 
sources say Britain has given a “good and 
positive". response to a request for help 
in the transport of relief supplies in Nepal 
— an operation similar to that mounted 
with British Royal Air Force Hercules 
transports in 1980. Thapa's survival in of- 
fice may now depend greatly on how effec- 
tively he copes with the crisis. ш 
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As was expected, agricultural profits at 
Malaysian-controlled plantations group 
Highlands and Lowlands fell 22.3% in 
the first six months of 1982 to M$10.8 
million (US$4.6 million). Lower unit 
prices and volume sales for rubber, 
copra and cocoa offset higher returns 
from oil palm, which takes up 57% of the 
group's 28,000 planted ha. Investment 
income, however, nearly doubled from 
M$4.9 million to M$9 million, and with 
the tax charge rising only 9.2% to M$8.3 
million, net profits edged up M$300,000 
to M$11.5 million. The interim dividend 
was unchanged at 5 M cents gross per 50- 
cent share, but the company said con- 
tinued low commodity prices in the sec- 
ond half might mean that it would not be 
able to match last year's final dividend of 
10 cents. Highlands and Lowlands' 
biggest shareholders are national equity 
corporation Permodalan Nasional Bhd 
and its unit-trust subsidiary, which have 
a combined 22.8% , and Tan Sri Lee Loy 
Seng's Kuala Lumpur’ Kepong group, 
with 19%. — JEFFREY SEGAL 


Straits Trading down 


Singapore- -based Straits Trading has re- 
rtèd a 12% drop in net profit for first- 
alf 1982, to S$17.1 million (US$8 mil- 

lion) from S$19.4 million. Investment in- 

come overtook tin smelting as the top 
money-spinner. It contributed S$12.7 
million to consolidated earnings, com- 
pared to S$12.5 million previously. Tin 
smelting's contribution was sharply 

down to $$11.7 million from $$19.4 mil- 

lion. The group plans to reduce its pre- 

sent 58% holding in Malaysian Smelting 

Corp. in view of depressed tin prices and 

high costs accruing to the industry. Earn- 

ings from property activities rose to S$2 
million from S$1.24 million previously. 

The company proposed an interim di- 

vidend of 6 S cents. — FRIEDA KOH 


Refiners do fine 


Lower crude-oil costs in the first half of 
1982 took net profits sharply higher at 
both Esso Malaysia and Shell Refining 
Co., each of which runs a refinery at Port 
Dickson. Esso's earnings rose 40% to 
M$31.3 million (US$13.4 million) in the 
six-month period, while Shell's interim 
income more than doubled from M$13.2 
million to M$32.3 million. Throughput 
at the Esso plant, however, dipped from 
37,700 barrels a day (b/d) to 32,400 b/d, 
as the loss of a National Electricity 
Board fuel-oil supply contract to state- 
owned Petronas took sales down. by 
2.1%. Esso declared a 30 M cents gross 
dividend per ordinary share for the first 
half, compared to a M$1 payout this time 
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last year — which included а spe- 
cial non-recurring dividend of 75 cents a 
share. 

Chairman Gerald Cox forecast lower 
earnings in the July-December period 
after a recent adjustment of duty and 
subsidy levels by the authorities. This in- 
cluded a cut in the official retail price of 
liquefied petroleum gas, a rise in the 
duty and excise rates for petrol and an in- 
crease in the subsidy for locally refined 
diesel, kerosene and petrol to the level 
given to imported products. 

Shell chairman B. P. Jetses said the 
last measure would increase his com- 
pany's opportunities for third-party pro- 
cessing for oil-marketing firms without 
local refineries of their own, which had 
previously found it more profitable to 
import the more heavily subsidised 
finished products. Third-party process- 
ing by Shell already increased 1,700 b/d 
in January-June as total intake rose from 
61,400 b/d to 66,200 b/d. The board an- 
nounced a 10-cent interim dividend, up 
2.5 cents from first-half 1981. 

- JEFFREY SEGAL 


Sunny Atlantic 

Atlantic Gulf and Pacific Co. of Manila 
more than doubled its net income to 
P26.2 million (US$3.1 million) in 
January-June this year from about Р 12 
million for the same period last year. 
Gross revenue expanded by more than 
53% to P518 million from P339 million 
while, in contrast to the general trend in 
operational results, interest charges 
were reduced from 4% to 2% of gross re- 


venue. With a backlog of domestic and 
international construction-engineering 
work orders, president Jose Villanueva 
was optimistic about earnings prospects 
for the remainder of the year. Mean- 
while, AGP Industrial Corp., which 
owns 77.5% of Atlantic Gulf, realised a 
net income of P 19.4 million from gross 
revenue of P523.6 million in January- 
June compared with P8.2 million net 
from P342 million gross for the same 
period last year, increments of 135% and 
53% respectively. Villanueva attributed 
the improvement mainly to the good 
performance of Atlantic Gulf. 

—LEO GONZAGA 


Helpful taxmen 
Australia-based MIM Holdings suffered 
a loss of A$4.3 million (US$4.2 million) 
in the year ended June 30. The small size 
of the final loss was largely due to tax 
credits brought to account in the final 
quarter, since for the first three quarters, 
the group had disclosed a loss of A$20 
million. The group's Mount Isa opera- 
tions actually traded at a profit even 
though copper prices are at their lowest 
level in real terms for decades. How- 
ever, gains there were wiped out by 
losses from other operations. Total sales 
revenue dropped to A$616.5 million, 
though higher tonnages of concentrate 
were sold. A final dividend of 3 A cents a 
share has been recommended, giving an 
annual dividend of 5 cents a share. 

— BRIAN ROBINS 


Bond Holdings pinched 


Go-getting Australian investment group 
Bond Corp. Holdings' net trading profit 
slumped 60% to A$4.3 million (US$4.2 
million) in the year to June 30, though 
the bottom-line profit was bolstered by 
extraordinary profits of A$49.96 mil- 
lion, reflecting the sale of most of the 
company's holdings in the Cooper Basin 
hydrocarbons area. Reflecting the heavy 
borrowings of the group, the interest bill 
doubled to A$31.5 million. Total 
liabilities by the end of the period stood 
at A$170.8 million. A final dividend of 
10 A cents a share has been recom- 
mended. — BRIAN ROBINS 


Fletcher challenged 


New Zealand's. largest company, 
Fletcher Challenge, has announced net 
profits of NZ$90.2 million (US$65.8 mil- 
lion) for the year ended June 30, an in- 
crease of 12% over the previous year's 
NZ$80.7 million. However, the com- 
pany predicts a difficult year ahead with 
the group's largest earner, Tasman Pulp 
and Paper, facing a competitive market. 
Motor-vehicle and rural-sector busines- 
ses are also expected to suffer in a con- 
tracting economy. A full-year dividend 
of 17 NZ cents has been declared, up 
from last year's payout of 15 cents. 

— A CORRESPONDENT 
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rent-account. deficit. grows, iine caused 
increasing comment but so far produced 
nó visible impact on share prices. There 
were signs of more companies coming to 
the market for fixed-interest funds. This 
will keep i interest rates up and perhaps di- 
vert some funds andy from equities. 


Seoul 


A government loan of Won 50 billion 
(US$67.6 million) to the Korea Securities 
Financing Corp. to shore up the plummet- 
ing market helped share prices to rise 
slightly on Sept: 7 and. 8. But the measure 
was insufficient to change the bearish tone 
of the market as the composite share price 
index erided the period 0.4 points down at 
160.4. Analysts expect the bearish trend 
to continue. Trading was pulled up to a 
daily average of 8.8 million issues by the 
sale of government-held shares of two 
comme al banks to private hands. E 
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Kuala Lumpur 

The market did a U-turn in what analysts 
saw as an inevitable technical correction 
after three weeks of bullishness, Fraser's 
Industrial Index shed 125.69 points over 
the period to close at 2,165.33 after briefly 
touching a seven-week high of 2,318.64 on 
Sept. 7. Profit-takers and short-sellers 
were said to have taken the floor in force as 


turnover soared.by more than 6 million | 


units to 39.5 million units, a new peak for 
1982. Joint market leaders. each with 2.9 
million shares traded. were palm-oil pro- 
cessor and property developer. Palmco, 
which fell 20 M. cents (9 US cents} to 
M$1.80 and casino operator Genting Bhd, 
which bore the brunt of selling pressure on 
Sept. 13 following demands for a ban on 


| gambling from political quarters. 
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‘On news that IBM was planning to file a : 
civil suit against Hitachi- for damages in 


the recent industrial espionage incident, 
foreigners abruptly stopped buying in the 
market. Foreign purchases had been the 
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Hyundal | is respected globally for speed. strength and precision. 
It uses a bank with the same qualities 


Чо challenge is too tough for 
ompanies of the Hyundai group. If a 
usiness line doesn’t already exist to 
leet a customer's needs, then 
lyundai will develop one. 

Founded in 1947, just at the 
eginning of Korea's modernization 
rive, Hyundai played a vital role 
1 the nation's post-war program of 
construction. 

Diversification a Way of Life 
Diversification has always been a 
ey word in the Hyundai vocabulary. 

тоир companies are engaged in 
iternational trade, shipbuilding and 
»pairs, automobiles, electrical 
quipment, chemicals, engineering 
ad general contracting. And the list 
f businesses doesn't end there. 

Rolling stock, metal fabrication, 
upping, iron and steel, containers, 
agines, construction materials and 
lant maintenance are other activities 
f Korea's largest enterprise. 

Early Intemational Ventures 

Among the first of the Korean 
ompanies to launch an international 
resence, Hyundai soon recognized 
iat its development ambitions 


required expert banking guidance. It 
looked to Citibank which was already 
a banking pioneer in Asia, the 
Middle East, Australia and Latin 
America. In fact, Citibank had a 
presence in just about every one of 
the countries and markets that 
offered promise to Hyundai. 

Today, Hyundai is active in 30 
countries on six continents. It relies 
on Citibank for a wide range of 
banking services. Letters of credit, 
syndicated loans, foreign currency, 
risk exposure management are all 
provided quickly and professionally 
by Citibankers worldwide. When 
Hyundai takes on a new assignment 
H.T. Lee (left), Vice President of Hyundai 
Heavy Industries and group Chief Financial 


Officer, describes details of a project to 
Citibank Vice President K.Y. Lee (rigbt) 
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or tackles a new market it knows it 
can count on a Citibank presence. 
Looking ahead together 

*"There are many areas where we 
call upon Citibankers around the 
globe for specific financing 
requirements, services and 
information,’’ says Mr. Н.Т. Lee, 
Vice President of Hyundai Heavy 
Industries and concurrently the 
group's Chief Financial Officer. 
*"The purpose is usually to help 
develop our overseas market. Our 
size requires many financial services 
and we never hesitate to tap 
Citibank's resources.” 

Hyundai's ability to turn 
challenges into successes and its 
worldwide reputation come as no 
surprise to Citibank Vice President 
K.Y. Lee. ‘‘Hyundai’s energy as a 
hard driving business group has 
contributed to its rapid global 
growth.” 


CITIBAN<C&>' 


A subsidiary of Citicorp 


LETTER FROM NAIROBI 


41 @ helter is a basic human need, and 

any human settlement, however 
small, does a great deal more than house 
people. It channels human relationships 
and forms a component part of the 
neighbourhood, the local community 
and the metropolis." 

That thought comes from a report to 
the United Nations Commission on 
Human Settlements, better known as 
Habitat, which has just concluded its 
fifth annual conference in the Kenyan 
capital. Compiled by an ad hoc group of 
experts, the report was a feasibility study 
on a proposal to establish an Asian 
human settlements bank to help fund, 
direct and coordinate the construction of 
housing for Asia's millions of homeless 
or inadequately housed. 

The developing countries of the Asia 
and Pacific region have an aggregate 
population of approximately 2.2 billion, 
according to UN figures, or just over half 
of the total world population. Popula- 
tion growth rates in the region range 
from 1.3% a year in Laos to 3.1% in 
Pakistan. Urban population growth 
rates are even higher. By the year 2000, 
it is estimated that the population of the 





question of definition. “A person may 
have a roof over his head," Oberlander 
said, “but if he has no clean water sup- 
ply. no sanitation, no transport and no 
waste disposal facilities, then he lacks 
adequate shelter." 

What is clear is that the problem is get- 
ting worse as economies decline and 
populations grow. The Habitat report 
detected "a greater sense of urgency 
about the housing problems of the 
poorer countries of Asia. The need for 
the establishment of some kind of spe- 
cialised body or financial institution that 
would address itself to the housing prob- 
lems of the region and could channel fi- 
nancial, technical and managerial re- 
sources for this purpose has long been 
recognised." 


he idea of setting up an Asian settle- 

ments bank was first raised by the 
Philippines in June 1979, at the Asia and 
Pacific regional conference on human 
settlements finance and management in 
Manila. 

Habitat adopted a resolution on the 
creation of a settlements bank in May 
1981, and, with consultants from the 





developing countries of Asia 
and the Pacific willexceed3.2 | 
billion. 

At the same time, 
economic growth rates in 
many countries of the region 
have been slowing down and 
in 1980 were well below the 
average recorded during the 
1970s. According to latest 
figures available, per capita 
gross national product was as 
low as US$90 in Bangladesh 
and less than US$1,000 in 16 
developing countries. 

“For a substantial majority 
of these countries, the prob- 
lem of providing adequate 
shelter for their rapidly ex- 
panding populations in condi- 
tions of slow or negative 
economic growth has become almost 
insurmountable," the Habitat report 
said. 

"In many capitals and cities of the re- 
gion, urban slums and squatter settle- 
ments are increasing at a high rate as 
rural-to-urban migration continues and 
urban deterioration is becoming ever 
more prevalent. Overcoming the hous- 
ing backlog alone will require a very sub- 
stantial reallocation of priorities and re- 
sources." 

No one knows just how many people 
lack adequate housing. Prof. H. Peter 
Oberlander, director of the Human Set- 
tlements Centre at the University of 
British Columbia іп Vancouver, 
Canada, estimates that the problem af- 
fects at least two-thirds of the world’s 
population. In Asia, the figure could be 
as high as 80-90%, he said. It is partly a 





Public housing in Singapore: public corporations have a role. 


Asian Development Bank in atten- 
dance, the committee of experts met in 
Manila in December 1981 and again in 
Bangkok in January this year. Their re- 
port was on the whole critical of govern- 
ments, public corporations and banks. 
"The general level of commitment of 
most central governments to the provi- 
sion of shelter and essential services is 
considered to be comparatively low," it 
said. 

"Public corporations have a very signi- 
ficant role to play in the financing and 
management of human settlements 
through the provision of credit and the 
mobilisation of savings and through 
trading mechanisms such as the develop- 
ment of secondary mortgage markets. 
However, their commitment in carrying 
out this role, as far as housing for low-in- 
come families are concerned, is not 


PS | 


nearly as high as it should be . . . The fi- 
nancial sectors of many developing 
countries have not broadened appreci- 
ably beyond commercial banking. Little 
or no encouragement has been given to 
the development of household-oriented 
financial institutions, which remain a sig- 
nificant source of savings for human set- 
tlements." 

The report recognised that "in the pre- 
sent international economic situation, it 
seems unlikely that significant additional 
funds would be made available by donor 
countries. Since, in any case, human set- 
tlements programmes have to be fi- 
nanced largely through domestic re- 
sources [local currency], it would seem 
preferable to have a body that is oriented 
towards supporting domestic institutions 
in the mobilisation of savings and in the 
financing of human settlements pro- 
grammes through capital seeding and the 
provision of technical assistance rather 
than through direct project- 
ending operations. 

"Such a body should pre- 
ferably be an entity separate 
from existing regional in- 
stitutions like the Asian 
Development Bank but 
should have appropriate 
functional linkages with 
them. In order to hasten its 
formation, the regional body 
might be founded asa federa- 
tion of national financial in- 
stitutions dealing with 
human settlements.” 

A Filipino delegate said 
that, if all went smoothly, 
the bank could be in exist- 
ence in two years’ time, but 
he agreed that was probably 
an optimistic goal. The 
leader of the American delegation, 
Fredrik Hansen, expressed doubt that 
the scheme would ever get off the 
ground and predicted that, even if it 
were launched, the bank would ulti- 
mately fail. “Our experience shows that 
a bank like this needs US$100 million a 
year," he said. “We just don't see where 
the money will be coming from." 
Certainly not from the United States, 
as Hansen was at pains to emphasise. He 
said the US had been badly burned by 
pouring about US$200 million into 
four regional  housing-development 
banks in North, South and Central 
America and the Caribbean, all of which 
had failed. “There used to be the saying, 
‘as safe as houses,’ but on this scale, and 
with this category of housing, it's just not 
a good investment," he said. 

— ROLAND TYRRELL 
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Japanese industry: a lot to learn? 





The 5th Column [REVIEW, Aug. 27] on 
the merits of Southeast Asia emulating the 
gres model rightly pointed out that 

e Japanese modernisation of the Meiji 
Restoration period was an inappropriate 
point of departure. However, columnist 
Lee Poh Ping promptly proceeded to posit 
Japan's post- World War II success as per- 
tinent to Southeast Asia, not realising that 
such a comparison is equally fallacious. 
Even if the initiative to emulate Japan 
now emanates from Southeast Asia itself 
(by no means universal, since only Thai- 
land, Singapore and Malaysia were men- 
tioned), none of the region's countries can 
be presumed to begin from a "clean slate" 
as is suggested by Lee. 

The structure of most Southeast Asian 
economies, skewed as they are by colo- 
nialism, is aeons apart from that of indus- 
trial post-war Japan, not to mention criti- 
cal socio-political differences. Add to that 
the structural constraints of a global econ- 
omy imposed upon the burgeoning but 
stunted economies of these largely under- 
developed states, and the vision of that 
clean slate rapidly evaporates. The com- 
parison of post-war Japan with Southeast 
Asia is obviously untenable and repre- 
sents a mortal flaw in Lee's essay. 

Secondly, one must surely take issue 
with the author's four factors of Japanese 
success which, to paraphrase him, are an 
oversimplification. Assuming he is correct 
about Japan, none of the factors — com- 
pany loyalty and welfarism, sogo-shosha 
trade strategy, an able bureaucratic elite 
and nationalistic spirit — is easily repli- 
cated, if at all, and certainly not through 
mere exhortations to "Look East.” 
Societal traits and attributes such as these 
are deeply rooted in the socio-cultural 
traditions and economic practice of Japan, 
Ezra Vogel notwithstanding. Further- 
more, Lee himself hints at the practical 
limits to company welfarism in Southeast 
Asia on account of foreign-dominated 
economies. This factor alone may prove 
an insurmountable obstacle to the adop- 
tion of such a policy. Foreign firms are un- 
likely to provide such wide-ranging 
worker benefits, given that their interests 
are short term and they are in Southeast 
Asia largely to take advantage of the 
highly attractive fiscal incentives and 
cheap labour offered by the region. 

Finally, it should be noted that Asean 
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In an extraordinary city, 
Mandarin International offers 
a great hotel. 





The Jakarta Mandarin 


For reservations at The Jakarta Mandarin please call: 
the nearest office of HRI, The Leading Hotels of the World, 
your travel agent, the hotel direct at 321307. telex 45755, 

or any other Mandarin International hotel. 


Hong Kong: The Mandarin, The Excelsior. The Royal Garden. Bangkok: The Oriental 
The Royal Orchid. Manila: The Mandarin, Jakarta: The Mandarin 
Vancouver: The Mandarin (1983). Macau: The Excelsior (1984). Singapore: The Onental (1985) 
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The Jakarta Mandarin 


Excellence is achieved only through 
consistency and innovation. 


And subtlety. 


Excellence, in any endeavor, is 
based on superior performance, day in 
and day out. And continued success 
is achieved only when like-minded pro- 
fessionals combine their experience 
and ingenuity in such a manner as to 
set them apart. 

It is an accomplishment which 
requires common purpose sparked with 
rare determination. A special ability 
to conceive and execute complicated ` 
strategies with skill and finesse. 
Subtlety. These are parts of a real-life 
philosophy. A philosophy which yields 
handsome rewards. 





Common purpose and teamwork: 
how they work for 


In 1981, Renault found itself with 
highly specialized foreign currency 


needs: fixed rate, offshore Japanese yen. 


What they found at Bankers Trust 

was the experience and international 

reach to execute an extremely com- 

plicated multi-nation currency swap. 
Bankers Trust fitted together the 

needs of Renault with those of a Japa- 

nese financial institution and a major 


Mexican borrower. The structuring of 


this unique arrangement required the 
ingenuity of our Corporate Financial 
Services swap teams in London and 
Tokyo. The expertise of our Resources 


RL Seta 


Management professionals in New York 
and Tokyo. Our Corporate Trust 


specialists in London. The market knowl- 


edge and operations capability of our 
Tokyo branch. And that of our World 
Corporate bankers in Paris. 

Highly skilled people from Bankers 
Trust's worldwide service network were 
brought together to work as one, 
carefully guided by one of our experi- 
enced relationship managers. Someone 
who realized the potential of people 
working diligently toward a common 
purpose. People inspired by the pursuit 
of excellence. 


It is this kind of performance into 


which our philosophy translates. Per- 
formance which makes Bankers Trust 
stand out in our industry. And the kind 
of performance which helps make our 
clients first in theirs. 


Bankers Irust 
Company 
We xldwide 


An international banking network in 


35 countries. 
280 Park Avenue, New York, N.Y. 10017 


Member FDIC © Bank 


Trust Company 
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ses wherein the 
uld-be emulators are thwarted by the 

they choose to imitate! The 

ion of all this must be that Southeast 
Asian countries must seek out their own 
_ Solutions to meet the peculiarities of their 
» Own histories, economies and social con- 
texts, as did the Japanese. | 


J. SARAVANAMUTTU 
School of Social Sciences 
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 Psuper Psappho 


-No great poetesses, Derek . Davies. 


[Travellers Tales, Review, Aug. 13]? 
Psappho of Mitylene was highly esteemed 
iin contemporary Greece and for many 


_ centuries after. I give her name in the pros: 


‘per Aeolic form, with its three Ps, each so 
` delightfully lispable, rather than in our de- 


_ based form with its feeble initial S. 


. Although few of her-lines have sur- . 
.Vived, and her name is chiefly remem- 


-bered for the vice which dishonours her 


memory and that of the beautiful island on. 






and compatriot Anacteo 


est. 

Lcan’t recall any grea 
Chinese or Sanskrit; 
(Judges, V) has a claim, and Miriam too, 
despite her prejudice against her black sis- 
ter-in-law (Numbers, XH) should not be 
forgotten, if as one tradition has it she was 
the -authoress of Moses’ first song 






(Deuteronomy, XXXI). 
Do keep it up, though; even your mis- 

takes are entertaining. ~~ 
KEN.BARNETT 


Amersham, England 





in that nostalgia, I feel. compelled to ex- 
рапа on the article by reminding Hughes 
that the 1st. Battalion of the 6th Queen 
Elizabeth's Own Gurkha Rifles also gave 
sterling service in the Burma campaign, 
particularly in the assault crossing of the 
tle in 1945. 

treasure many memories of the gallan- 
try of the Gurkhas as fighting men and 
while being the only woman officer at 
headquarters at a forward area during the 
campaign to retake Burma from the Ja- 
panese, I was presented by an officer of 











their regiment with a kukri, a very rare 


gesture. ) po Sts 
During. the religious festival of Dus- 
shera, I had the awesome experience of 
witnessing the decapitation at midnight of 
a jet-black goat. The following day, a buf- 
falo was sacrificed in the same manner. 
The head must be cut with one swift clean 
b The.animal is tied to a post called 
aula and then with one swift swing. 
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mean poet, thought her one of the great- 


- Deborah 


tiver and again at the Sittang 


ipli 
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New lease of life 


© There is-no. need to ask or even consider 
answering the question of what will hap- 
pen to Hongkong in 1997 [REvIEW; Sept. 
17]. 1015 obvious. The Chinese Govérn- 
ment does not recognise the treaties which 
purportedly annexed Hongkong and 
Kowloon to Britain nor the so-called lease 
| ‘of the New Territories which expires in 
1997, E ; 
It would be pointless and even embar- 


ment to try.to negotiate over documents 
which do nct exist as far as the Chinese 
Government is concerned. On the other 
hand, the Chinese Government cannot 
wait until 1997 tó negotiate the future-of 
Hongkong and the New Territories as to 


; | .rassing, therefore, for the British Govern- 





present. MEE 
> Chinese sovereignty over Hongkong 
and the New Territories should be recog- 


. governor of Hongkong, as distinct from 
the British Government, and he should 
accept, hold and administer the lease on 
behalf of and for the benefit of the people 
of Hongkong and the New Territories. 

The pride and mutual respect of Britain 
and China would be maintained and 
understanding and goodwill enhanced. 
Hongkong. as the. gateway between East. 
and West, would remain open and the 
gatekeepers, the people of Hongkong, 
would be able to carry out their important 


“free of the fear of uncertainty. With the 
emergence and development of China and 
the development of greater understanding 
by the West spanning à period of 65 years, 
there would be no-need to even ask or con- 
sider answering the question of what will 
happen to Hongkong in the year 2047. 
Melbourne. Australia P. R. JUST 


Over the coals 


In Lee's diplomatic shuttle [REviEw, 
Aug. 27] your correspondent Frieda Koh 
quotes "informed sources" as saying that 
natural: gas from Trengganu's offshore 
fields will replace low-quality. coal im- 
ported. Бу. Ѕіпрароге from Australia. 
Koh's “informed sources” have misin- 





not import coal from Australia, and Aus- 
tralia does not export low-quality coal, 
` Australia exports only high-quality, low 
sulphur coal for power-generation pur 


poses р.у. HOOK 
. First Secretary (Information) - 
Singapore 


DATIN PEGGY TAYLOR . 


май until that time would imply that a | |. 
lease exists. It is clear, therefore, that | 

negotiations and agreement concerning | | 
the future of Hongkong and the New Ter- | 
© fitories should be dealt with-before 1997 | 
and, accordingly, there is no time like the | 


nised but a .65-year lease. should be | 
granted by China to the British-appointed | 





task of keeping the gateway open and, in | 
“athe process, be able to lead profitable lives | 


formed her on two counts: Singapore does 
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Keeping Asian and Arab 


money markets in focus requires 








a special point of view 














Trade between Asia and the Middle 
East is nothing new, but itis growing . 
rapidly, spurred by strong Arab capital 
markets and the emergence of Asia as 
one of the world's fastest-growing 
regions. 

Arab Asian Bank was created to 
provide complete and professional 
banking for this specialised market 
We nurture Asia's regional traders 
with export/import finance, 
eurocurrency lending, market appraisals 
and introductions, joint ventures, foreign 
exchange and money market operations, 
bid and performance bonds, advance 
payment guarantees, and much 
more. With the in-depth 
experience of our executives 
and senior bankers, and our 
access to the latest 

technology and techniques, 
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Arab Asian Bank e.c. 


we have probably one of the best teams 
in Arab Banking involved in Asia. Our 
Asian currency trading desk is a 
recognised market maker in leading 
Asian convertible currencies. 

We also support business in Asia at 
every level: financial advice and 
management, capital re-structuring, 
amalgamations, take-overs, 
mergers and acquisitions, 
together with equity and debt 
issues, and trade and project finance. 
Our headquarters are in the heart of 
Bahrain's banking district We have an 
operating base in Hong Kong with 
strong affiliations with 
banking institutions 

in Kuala Lumpur, Kuwait, 
Saudi Arabia and London. 
We are the Arab banque 
d'affaires with roots in Asia. 
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Indonesia’s need to maintain fairly rapid 
economic growth has had planners talking for 
years about reforms of economic policy to 
boost non-oil exports, mobilise domestic sav- 
ings and streamline trade and investment po- 
licy. But the consistent inflow of oil money dull- 
ed the incentive to act. Now, with a glut in the oil 
market and world trade in recession, such re- 
forms are no longer seen as a virtue — they are a 
ntis f Growth needs a do-it-yourself ap- 
a 


proach. 


rticularly vital are improved channels 


through which to raise and allocate domestic re- 
sources. The banking system, fiscal policies, taxation infrastructure 
and capital markets are key areas where changes must be made if 
local resources are to be generated and channelled in the right direc- 
tions. Indonesia correspondents Susumu Awanohara and Manggi 
Habir analyse the issues. Pages 119-124 


Cover photo: David Jenkins 


Pages 12-13 

Philippine President Ferdinand 
Marcos pulls out all the stops in 
Washington. Meanwhile, Peking 
rolls out the red carpet for North 
Korea's Kim Il Sung. 


Page 14 

The past connections of the new 
nominee as United States ambas- 
sador to Jakarta may prove an 
embarrassment. 


Page 15 
Reports are reaching Bangkok of 
the death of a legendary figure. 


Page 16 

Prime Minister Lee Kuan Yew's 
son gets a top post in the Singa- 
pore army. 


Regional Affairs 


Foreign relations: Marcos’ circus 
comes to town 
. Kim comes calling 
Explosive appointment -—. 
Malaysia: Mystery in the jungle —— 


Singapore: Scholar, soldier, son 
Thailand: Point man for Prem 
Nepal: Thapa spreads the load — 
The Pacific: No goodbye 

Columbus 

A Polynesian pickle —  .— ^ 1— 
Indochina: Sihanouk's roadshow ____ 

Delaying a defection 

Hong seeks help for Heng 

A soft-shoe shuffle 
Refugees: A shelter assured 
Entertainment: A dilemma in view — 
Subcontinent: A house divided 

A roar for the Tigers 





Pages 27-28 

Guam may decide to keep its 
American links, but a Samoan 
link with New Zealand is abruptly 
severed. 


Page 48 
A family feud erupts on India's 
political stage. 


Pages 49-50 

The issue of the 
Tamil Tigers may 
strain relations 
between India 
and Sri Lanka. 
And the trial of 
two Tigers sparks 
criticism of Co- 
lombo's anti-ter- 
rorism laws. 


The law on trial 


Business Affairs 


Economies: A matter of Taiwan's 
ы лч 20а کا ا‎ AE 
Policies: Stirrings at the Manila club _ 
Labour: The Philippines comes first — 
Cover story: From virtue to necessity 
in. Indonesia — — —. — —— 
Wanted: inspired juggling of the 
policy options 
Sticks and carrots built up the 
market, but what пом? __ 
Economic relations: China flirts with 
freertrade — . . ' с M— 
Budgets: Seoul goes supply side .. 
Energy: Pakistan's Chashma 
solution 
Industry: Launch late and lose 
in Singapore 
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Pages 51-102 

As the list of big-time bank de- 
faulters — both national and cor- 
porate — gets more impressive, 
FOCUS looks at Merchant Banking 
'82. 


Page 106 

Taiwan seeks ways to hold the 
economic fort as the world reces- 
sion punches holes in its export 
performance. 


Page 107 

Philippine businessmen band to- 
gether in an attempt to persuade 
the government to change its 
policies... 


Page 110 

. . . While Philippine unions feel 
uncomfortable under new curbs 
which favour employers. 


Page 126 

China takes a step towards join- 
ing the General Agreement on 
Tariffs and Trade. 


Page 136 

South Korea plans its first budget 
deficit as it puts the brake on 
spending. 


Page 140 
Hongkong's oversupply of pro- 
perty could be around for some 
time unless substantial further 
falls in prices bring demand into 
balance. 


Property: Greed begets a Hongkong 
Qui Ho ETE 
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REGIONAL 


Seoul students stage 
textbook 

South Korean universities are 
becoming restive again as de- 
monstrations over Japan's re- 
writing of history textbooks 


snowball. About 2,000 stu- 
dents at Seoul's Yonsei Uni- 
versity held a noisy demonstra- 
tion on September 21, injuring 
a Japanese TV cameraman. 
"Japanese and Yankees, go 
-home,” some shouted, indicat- 
ing that demonstrators were 
also embittered by American 
- support for the government of 
President Chun Doo Hwan. It 
was the third campus demon- 
stration in a week. The number 
of students detained by the 
lice has not been revealed 

t riot police are guarding the 
gates of every university to pre- 
vent students from spilling on- 
to the streets.— SHIMJAE HOON 


UN chief focuses on the 
situation in Afghanistan 
United Nations Secretary- 
General Javier Perez de Cuel- 
lar is expected to visit Kabul, 
Islamabad and Teheran in 
November to stress concern 
about the situation in Af- 
anistan. Together with the 
Middle East, Afghanistan top- 
ped the agenda when Perez de 
` Cuellar conferred with Soviet 
President Leonid Brezhnev 
and Foreign Minister Andrei 
Gromyko during his visit to 
Moscow earlier this month. 
The UN chief indicated his 
priorities by the choice of 
senior aides who accompanied 
him to Moscow: Brian Ur- 
'quhart, his senior aide for the 
Middle East, and Diego 
Cordovez, his representative 
on Afghanistan. Diplomatic 
sources said Perez de Cuellar's 
November tour would follow 
calls in the three capitals by 
Cordovez, probably in late Oc- 
tober. — TED MORELLO 


Burma likely to = 
neutral on Cambod 
Despite considerable lobbying 
by Asean, Burma is expected 
once again to demonstrate its 
non-alignment by not par- 
ticipating in the upcoming 
United Nations vote on Demo- 
cratic Kampuchea's credentials 
(page 30) — a position it has 
adopted over the past two 
years. 

When asked recently by an 


1n 


Asean ambassador whether 
Burma would vote for the 
Cambodian coalition, Foreign 
Minister Chit Hlaing replied: 
"The yes and the no are at par. 
We will vote [for the Demo- 
cratic Kampuchea seat] if the 
number of supporting coun- 
tries is much less numerous 
than before . . ." 

Diplomatic analysts view 
Burma’s position as reflecting 
its attempt to stay clear of any 
direct involvement in the Cam- 
bodian issue. Although Burma 
has supported Asean in calling 
for the withdrawal of Vietnam- 
ese troops from Cambodia and 
self-determination for the 
Cambodian people, the Ran- 
goon government apparently 
wants more time to study the 
situation before making a for- 
mal endorsement. 

— PAISAL SRICHARATCHANYA 


Jakarta seeks help from 
Suharto's critics 


All interested parties in In- 
donesia, including the opposi- 
tion Petition of 50 group, are 
invited to submit proposals on 
the basic guidelines of state po- 
licy for 1983-88 to be discussed 


Sudharmono: guidelines. 





by the People's Consultative 
Assembly early next year, said 
State Secretary Sudharmono, 
who also heads the team re- 
sponsible for drafting the 
guidelines. 

The members of the Petition 
of 50 group have been re- 
stricted in their activities since 
they signed a document in 1980 
criticising the government for 
its allegedly undemocratic 
ways. The assembly's members 
— elected in May — will be in- 
stalled in October and a work- 
ing group will prepare for the 
general session next March. 

— SUSUMU AWANOHARA 


BUSINESS 


Malaysia may clamp 
down on imports 
Speculation has increased that 
Malaysia’s October 22 budget 
may include stiff import con- 
trols to combat a widening 
trade deficit and boost flagging 
domestic. output. - Finance 
Minister Tunku Razaleigh 
Hamzah said in a recent speech 
that the government would 
table an “inward-looking” plan 
for the budget, aimed at in- 
creasing production without 
relying too heavily on imports. 
The “firm measures” proposed 
would succeed if consumers 
were disciplined, he said. 

In two earlier speeches 
Trade and Industry Minister 
Tunku Ahmad Rithauddeen 
and his deputy had directly 
mentioned the possibility of 
imposing import controls singl- 
ing out luxury items, especially 
expensive cars, as a likely 
target. Business groups have 
been clamouring for protec- 
tionist measures to combat 
what they see as dumping from 
overseas, said to have hit local 
building-materials manufac- 
turers in particular. Foreign 
construction contractors have 
also been criticised for using 
too much imported equipment. 
In the first four months of this 
year imports into Peninsular 
Malaysia grew by 4.3% while 
the value of exports plunged 
13.9%. The January-April 
trade deficit, at M$1.65 billion, 
was more than five times 
higher than during the same 
period in 1981. 

— JEFFREY SEGAL 


Gold Star to launch 

US production line 

The major South Korean elec- 
tronics maker, Gold Star, is 
formally launching its North 
American production line next 
month in Huntsville, Alabama, 
company officials said. The 
US$6 million investment, most 
of which was secured through 
industrial revenue bonds 
guaranteed by Citibank of New 
York, represents Seoul's first 
major US investment, initially 
producing, 120,000 19-in. col- 
our TV sets. Company officials 
said the production line will 
eventually cover -microwave 
ovens and refrigerators for ex- 
port to Canada and Latin Ame- 
rican markets, where the US 
claims the major market share. 


The company hopes to make 
the American subsidiary the 
focus of its attempt to launch its 
own export brand name, Gold 
Star, and develop its after- 
sales service. 

— SHIM JAE HOON 


Taiwan lifts ban on 
loans to developers 


The Taiwan Government has 
ended an eight-year ban on 
bank loans to property de- 
velopers in an effort to improve 
the financial health of these 
companies. The Finance 
Ministry regulation instructs 
banks to give priority to loans 
for construction of residential 
blocks rather than office build- 
ings. The ministry reserves the 
right to screen all loans, which 
were prohibited from 1974 in 
an attempt to dampen property 


speculation. 
— ANDREW TANZER 


The Philippine Government is 
preparing a series of new incen- 
tives for investment, particu- 
larly foreign investment, in an 
attempt to boost the flagging 
business climate. Sources say 
these will come in the form of 
specific fiscal packages for par- 
ticular industrial sectors and 
may include some exemption 
from personal income-tax pay- 
ments for foreign nationals. 
None of this has yet been 
finalised. It is not clear whether 
the measures will mark a new 
overall policy or just a coinci- 
dence of specific tax adjust- 
ments. — GUY SACERDOTI 


Suharto defuses fears 
of exchange controls 


President Suharto has stressed 
that the current free-exchange 
system will remain the basis of 
Indonesia's monetary policy. 
The statement, made at a 
meeting of the Private National 
Banks’ Association, came 
amid rumours of possible ex- 
change controls. These spread 
when monetary authorities re- 
quested figures from private 
national banks on their 
foreign-exchange X positions. 
According to the government, 
this was done to determine the 
country’s total foreign-ex- 
change reserves. The president 
went on to say that rumours of 
possible drastic measures plan- 
ned by the government should 
be eliminated. 

— MANGGI HABIR 
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-TROOPS CIRCLE SANCTUARY 
The Communist Party of Thailand 
(CPT) is now admitting it has no 

„secure base areas in the kingdom's 
northeast region and that 
government forces have effectively 
encircled the single sanctuary it is 

_ Still clinging to in nérthern Nan 
province. Sources with contacts in 

| the underground say they are being 
told two areas remain intact in the 

south, where CPT guerillas have 

| traditionally been much more self- 

n phorting. Senior Thai army 

.| Officers estimate the armed dps 
: ofthe party has dropped from 12,000 

to possibly as low as 6,000 in what 

| theyfeelis a triumph for new 
, counter-insurgency measures 

introduced under the government ` 

of Prime Minister Prem 

"Tinsulanond. 


WATCH THE RICOCHET 
Following Israel's push into 
Lebanon, some predominantly 
чт countries in Asia may start 
to examine whether United States 
citizens who are also citizens of 
Israel and have served in the Israeli 
armed forces are entitled to the same 
visa and investment privileges as 
“other Americans. US citizens are in 
practice allowed to be citizens of and 
to fight for Israel (in which Jewish 


ШИ THE WEEK 1 


AFGHANISTAN 
About 60 people were killed in Soviet air 
‚ attacks in Paghman province, Western dip- 
omatic sources in Islamabad said (Sept. 21). 


AUSTRALIA | 
; Australian Embassy officials in Thailand 
iid the government would supply US$1.9 
million worth of humanitarian:aid for camps 


4 кип by ће two non-communist groups in the 


Cambodian coalition government (Sept. 17). 
imary Industry Minister Peter Nixon оѓ. 


in neat industry, but his resignation was 
|. refused (Sept. 20). 


«North Korean President Kim И. Sung ar- 
ed on an official visit (Sept. 15); The gov- 
-ernment denied an Indian press report that 
Chinese. troops, had intruded into Kashmir 
(Sept. 16). At least 23 people were injured 

hen a Japan Air Lines DC8 overshot the 
; runway while making an emergency landing 

at Shanghai (Sept. 17). Hongkong Governor 
Sir Edward Youde arrived to join British 
«Prime Minister Margaret Thatcher in Peking 
(Sept. 21). 


| HONGKONG. | 
Thousands of peo 








attended а protest 


religion and ethnic identity are 
accorded primacy) even though 
there is a constitutional bar on US 
citizens holding dual citizenship or 
serving in the army of another 
nation. 


THATCHER KEEPS MUM 


As British Prime Minister Margaret 
Thatcher started her visito China 
this week, even her closest advisers 
were not sure of the line she was to 
take with Chinese leaders on the 
Hongkong question. Reportedly, 
she has listened carefully to those 
who have briefed her and 

uestioned them closely, but not , 

isclosed how she will broach the 
issue in Peking. Authoritative 
Chinese sources, however, report 
that the debate over Hongkong has 
resulted in the Peking leadership 
adopting a softer position on 
Hongkong than seemed likely even 
a few weeks ago, and that Peking is 
determined that the talks should be 
amiable. They have givenan initially 
warm response to a British 
suggestion (presümably 
communicated via British ^ 
Ambassador in Peking Sir Percy 
Craddock) that the visit should 
result in.an agreement to set up a 
Sino-British committee to work out 
the terms of a future agreement 


rally against the revision of Japanese history 
textbooks. One person was later injured in a 
bomb explosion in a Japanese department 
store (Sept. 18). More than 600 soccer fans 
went on an anti-Japanese rampage (Sept. 19). 


INDIA 

Nearly 20 million people lost their homes in 
flooding in eastern Orissa and northern Uttar 
Pradesh, officials said (Sept. 16). Prime 
Minister Indira Gandhi started an official visit 
to the Soviet Union (Sept. 20). 


JAPAN 

Britain's Prime Minister © Margaret 
Thatcher started ап official visit (Sept. 17). 
Thatcher urged.the Japanese to buy more 
British goods and increase investment to re- 
duce Japan's trade surplus and create jobs in 
Britain (Sept. 20). 


PAPUA NEW GUINEA 

Nine. members of the Free Papua Move- 
ment, which operates in the Indonesian pro- 
vince of Irian Jaya, including self-proclaimed 
president Seth Rumkorem, were arrested in 
Rabaul, diplomatic sources said (Sept. 18). 


PHILIPPINES _ 
American: Democrat senators protested 
against the offici 











| visit of President Fer- 


The Royal Hongko 

is to launch a. 

mark Chinese Ne 
February, with a guara 
prize of at least HK$ 
US$1 million). This, howe 
minimum figure, and sev 
lucrative prizes 

The club’s stewards a 
that, given. the Hong 

for gambling and the 

of the oceasion, their 
stake will be the world 


EXPERT AND WELL-READ- 


Chinese cadres who wish to furth 
their careers will ha с 


controversial proposal is 
implemented. Apart from bein 
well-versed in Marxis 


| be required to show profici 


general culture and technica A 
subjects relating to their work. The 
measure is greatly feared by leftist: 
cadres who were promoted duri 
the Cultural Revolution and wh 
educational level is low. 


dirand Marcos (Sept. 15). Marcos arrive 
the United States (Sept: 16). About 300. 
dents in Manila demonstrated agains 
education law (Sept. 17)An agreement 
signed with the US calling for cooperatior 
agriculture, science and technology 

18). Two men were arrested айе 
exploded in a Manila hotel (Sept.-19). 


SINGAPORE Ni ` 
Prime Minister Lee Kuan Yew's eld: 
Col Lee Hsien Loong, has been appo 
chief of staff (general staff) of the Sing 

Armed Forces (Sept. 15). 


SOUTH KOREA i И 

At least three students were injured when 
riot police broke up a demonstration against. 
the revision of Japanese history textbooks à 
the National University. in Seoul, studen 
sources said (Sept. 15). Two people wi 
killed and six wounded when an army des 
ter opened fire in a bar in Inchon, the Yonhap. 
newsagency said (Sept. 16). : 


VIETNAM ; ; 
United States Assistant Secretary of Sta 
for East Asia and the Pacific John Holdridge 
said that Vietnamese claims ta have with- 
drawn troops from Cambodia were untr 

(Sept. 16). : | 
















































































y Richard Nations 

ashington: Most headsof state are con- 
t merely to visit Washington. Philip- 
ie President Ferdinand Marcos, how- 
er, stormed it. The state visit — his first 
e lie declared martial law in 1972 — 
hestrated on the scale:of a major 
ical campaign. Three months in ad- 
nce. ' brother-in-law Benjamin 
mualdez was sent to Washington as the 
'sident's personal envoy not only to the 
te House, but also to nearly a million 
ipino-Americans who, if organised by 
he opposition, could have ruined the 
ole enterprise. 

. Romualdez drew together 236 Filipino 
cations from across North America 
their first national convention, a two- 
ffair scheduled to coincide with Mar- 
arrival. This provided a backdrop of 
waving Filipinos atall the public cere- 

es, which the Manila press corps, 

n in for the visit, duly piped back to 
he Philippines, often live on prime-time 
V. One of the largest Washington recep- 
ions yet organised by a foreign govern- 
ment was put on at the Corcoran Art Gal- 
ty to charm more than 2,000 of the city's 
lite with a lavish buffet; folk dances, and 
to crown the merriment— Imelda Mar- 
Os herself singing Because of You. The 
was left to Marcos. 

The Philippine president obviously re- 
ards a good offence as the best form of 
- defence. No apologies were offered to the 
persistent critics of his regime. Instead, in 
a manner that was.at once didactic and 
droll he presented. the audience in 


















THERE'S NO BUSINESS LIKE SNOW BUSINESS 


arcos 
mes to town 





circus 


Washington with his own record of ac- 
complishments: 

» There is no dictatorship; martial law 
— imposed at the behest of the people in 
1972 to forestall chaos — has been lifted, 
restoring the modified presidential form 


Of government which is both constitu-- 


tional and duly elected. 

» The regime is winning politically on 
the home front; all high-ranking com- 
munists have either been arrested or gone 
over to the government voluntarily. The 
New People’s Army — the military arm of 
the communists — is on the run and the 
Muslim insurgency in the southern Philip- 
pines is on the wane. 

» Momentum has been restored to the 
economy which between 1972 and 1980 
saw the gross national product double, per 
capita income increase fourfold to US$828 
and a chronic food deficit turn around to 
major rice exports. 

This well-founded public-relations prin- 
ciple of good news worked well on the esti- 
mated 1,500 Filipino- Americans attracted 
to Washington by, among other things, 
free transport, food, entertainment and 
lodging. Marcos obviously 
genuine chord of latent patriotism among 
the group, though Filipinos, unlike most 
Asian immigrants here, are quick to be as- 
similated and hence become politically 
disorganised and apathetic. 

But with other American audiences 
Marcos may have become a victim of his 
own showmanship and his supporters” en- 
thusiasm The Philippine Embassy s taff 





struck a 





and friends who filled the Nationa ri 
Club luncheon “here -cheered and 
applauded his artful repartee, encourag- 
ing Marcos to increasingly acerbic, im- 
plausible, and sometimes baldly inaccu- 
rate assertions. 

“He began to treat congress and the 
press just like he does his own,” a congres- 
sional aide commented. Thus he claimed 
that unemployment in the Philippines is 

% while poverty is on the decline — in di- 
rect contradiction to a massive World 
Bank poverty study. He dismissed Am- 
nesty International, the London-based 
human-rights group, as relying exclusively 
on hearsay, never visiting the Philippines, 
and refusing to seek information from the 
minister of defence. 


I: fact, the group senta three-man dele- 
gation in November 1981 to tour the 
Philippines. According to an Amnesty 
spokesman, the delegation met the deputy 
minister of defence when Defence Minis- 
ter Juan Ponce Enrile did not find time to 
receive it. For the same reason, Marcos’ 
tendency to brush aside charges of torture 
and killing by government forces as mere 
sloppy reporting has perhaps done little ta 
calm the vexed debate here over human- 
rights abuses in the Philippines. 

Shortly after Marcos left Washington 
Amnesty released a 127-page report 
which concluded: "In view of the persis- 
tent pattern of disappearances and ex- 
trajudicial executions the Philippine Gov- 
ernment must ultimately be held responsi- 
ble for their occurence.” The “report 
documented 70 cases from first-hand tes- 
timony — most since the lifting of martial 


„law — of which a sizable. proportion al- 


leged arbitrary killings and systematic tor- 
ture involving electric shocks, water tor- 
ture and ripped-out fingernails. 

Little solid business was conducted at 
the White House given United States Pre- 
sident Ronald Reagan's preference for 
hospitality over hard bargaining. 
Nonetheless, both sides. agreed to a 
framework to. intensify negotiations on 
contentious: defence and trade matters. 
There. is little doubt. thatthe Philippines 
wants;to modernise its armed forces with 
Washington's. support. The pace of 
ministerial-level consulations will be step- 
ped up when Enrile visits Washington in ' 
February. 

In advance, Manila will prepare a study 
to clarify the Philippines' mission in future 
defence cooperation in order to identify 
the new. weapons it will need. With the 
Reagan administration's current strategic 
thinking. geared- to. shifting men апа 
weapons from US bases in the Philippines, 
to cover emergencies in the ur and In- 
dian Ocean; Manila may well argue for a 
bigger na у and air force to fill the рар. 

The two sides also agreed to. begin a 
review v oF the 1979 bases greement next 













FOREIGN RELATIONS & 





Washington by hints that Marcos is more 
concerned about the quality of the Ameri- 
can security guarantee. At the National 
Press Club, Marcos singled out the lan- 
guage of the mutual defence treaty, calling 
for either side to act in a contingency in ac- 
cordance with constitutional processes. 
*What does that mean? That means that 


you will go to the senate . . . while we are 
dying there," Marcos said to cheers and 
applause. 


Manila realises that it is unlikely to be 
able to change the language of the treaty, 
but there should be ways of increasing the 
Philippine military's readiness to respond 
to emergencies while the dilatory constitu- 
tional processes are being pursued, Enrile 
told the REVIEW. 

At the same time Marcos hinted at vari- 
ous times that the mutual defence treaty 
should apply to internal, as well as exter- 
nal, threats to his regime. To gain leverage 
on that sensitive question Marcos re- 
minded the press that Philippines-based 
US forces do not have carte blanche to 
operate in the Middle East but are re- 
stricted to hostilities "necessarily relevant 
to the safety and security of the Philip- 
pines and Southeast Asia." 

A US official commented: *Most of the 
issues come down to money but I can im- 
agine a lot of political trade-offs as a result 
of these negotiations as well." One of 
these trade-offs is the rather remote possi- 
bility of efforts by Marcos to broaden his 
domestic support by drawing in members 
of the opposition. Administration officials 
were coy when asked whether the matter 
was raised during the visit, and they con- 
cede that the stability of the Philippines is 
as important to Reagan asit was to his pre- 
decessor. 

But the White House was obviously 
gratified both by Marcos' display of vigour 
and by the weak showing of the anti-Mar- 
cos demonstrators who never managed to 
muster more than 100, predominantly 
American, supporters. “He does not ap- 
pear a man who is losing control," an ad- 
ministration official commented. 


China's leaders greet Kim: everybody's uncle. 
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Kim comes calling 


The North Korean leader's visit to China bolsters old ties 
and gives him a glimpse of post-Mao economic reforms 


By David Bonavia 

Peking: North Korea's President Kim Il 
Sung — visiting China for the first time 
since the death of chairman Mao Zedong 
in 1976 — was last week shown around the 
model province where Mao's ideas on 
economics have been disproved to the 
satisfaction of his successors. 

Deferring to Kim's dislike of flying, 
elder statesman Deng Xiaoping accom- 
panied him by train to Chengdu, capital of 
Sichuan, where a massive welcome was 
turned on for him. China carefully nur- 
tures its friendship with North Korea, 
which is one of only three communist 
countries with which Peking still has cor- 
dial relations, the others being Yugoslavia 
and Romania. In the past six years China 
and its militant neighbour have if anything 
improved their mutual ties, with the North 
Koreans still cool towards the Soviet 
Union and what they refer to as its 
dominationist foreign policy. 

In the crucial test case of Sino-North 
Korean relations — Indochina — Kim 
publicly sided with China against the Viet- 
namese. Prince Norodom Sihanouk spent 
much of his exile in Pyongyang before 
joining the other anti- Vietnam figures in 
the Cambodian coalition set up this year. 
While Kim maintains his personality cult 
at home, it has been somewhat toned 
down over the past year, especially in 
dealings with foreigners. And the Chinese 
leaders would not jeopardise their 
friendship with him by forcing on him 
their own deeply felt dislike of such cults. 

Unofficial reports say Deng and 
Chinese General Secretary Hu Yaobang 
paid a secret visit to Pyongyang in April in 
connection with Kim’s 70th birthday 
celebrations, to which leaders of other 








communist countries were not invited be- 
cause there might be embarrassment over 
the personality cult. If true, this report 
certainly indicates a very strong Chinese 
desire to keep Kim as their friend. 

Kim doubtless wanted to get a first- 
hand impression of the new configuration 
of the Chinese leadership, which was pre- 
sented to a somewhat baffled world at this 
month’s 12th congress of the communist 
party. Deng was the first to embrace Kim 
at Peking railway station on his arrival 
from Pyongyang, and then pointedly step- 
ped back into the second rank of the wel- 
coming party. Hu then greeted the North 
Korean leader, who took both the 
Chinese hosts by the hand and walked 
them down the platform like everybody's 
uncle. 


oti the point of taking Kim to 
see the new Sichuan was to show him 
on the ground how the economic reforms, 
masterminded by Premier Zhao Ziyang 
when he was first party secretary of the 
province from 1978-80, were working. 

Based on the principles of liberation of 
market forces, Zhao's reforms quickly 
raised living standards and incomes, and 
Sichuan became the first province to begin 
abolishing the people's communes which 
were Mao's darlings. It would be fascinat- 
ing to know what future Kim sees for his 
own cult or that of his son, Kim Jong Il, 
when even.Mao could be so quickly re- 
pudiated, at least for his policies from 
1957 on. 

But he is unlikely to want to copy 
China's economic reform, because in his 
own small country economics can be man- 
aged on a strictly regulated basis. North 
Korea, with its exports dominated by 
ores and minerals, cannot expect any 
great upturn in its fortunes as long as the 
world recession continues to dampen de- 
mand for raw materials. Possibly China's 
Minister of Foreign Economic Relations 
and Trade Chen Muhua was talking in 
Kim's general direction when she pre- 
dicted in an interview in the People's 
Daily of September 20 that China's 
foreign trade would quadruple from its 
present US$40 billion by 2000. 

Chen, who has had long experience in 
development aid, both incoming and out- 
going, said absorption of foreign capital 
and export and import of technology were 
essential parts of China's self-betterment 
programme. But doubtless it will be quite 
some time before North Korea, like 
China, allows Coca-Cola and Seiko to ad- 
vertise and sell their products їп the 
bosom of socialism. 
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Abramowitz; Suharto: the US faces à pitfall. 





Explosive appointment 


Reagan's plans to send a new ambassador to Indonesia may 
go awry following disclosures about his nominee's background 


By Jeff Stein 

Washington: Four months after with- 
„drawing the nomination of an experienced 
‘diplomat for the post of United States am- 


— ББаѕѕадог to Indonesia, the White House 


appears to be stumbling towards another 
pitfall with its selection of Kent Crane, 
said to be a former CIA officer with close 
‘ties to Indonesia, as its nominee. The 
nomination was said to be a mere formal- 
ity last week, with Crane waiting for the 
nod from President Ronald Reagan in 
time for an official visit by President 
Suharto scheduled to start on October 12. 

But misgivings have now arisen, stem- 
ming from disclosures about Crane's 
background. It has been reported here 
that Crane has had business links with 
Suharto and that the Indonesian head of 
state personally requested his selection. 


Thus the White House may have man- 
oeuvred itself into tight corner over the 
post, selecting an individual favoured by 
Indonesia but possibly unacceptable to 
the Senate Foreign Relations Committee, 
which must approve any new appointee. 

Four months ago Reagan offered the 
Jakarta post to Morton Abramowitz, a 
State Department veteran who had earlier 
served as ambassador to Thailand. On 
May 20 Alexander Haig, then secretary of 
state, announced with regret that In- 
donesia would not accept Abramowitz. 
Jakarta later denied that it had rejected 
Abramowitz, saying the issue was an in- 
ternal problem of the Reagan administra- 
tion. 

It was reported at the time that 
Washington conservatives had circulated 
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an anonymous background paper, much 
of it inaccurate, about the appointee and 
that copies of this document had got into 
the hands of the Indonesian leadership 
(REVIEW, May 28). The post has been 
vacant for almost a year and during this 
time US-Indonesian relations have de- 
teriorated. The problems surrounding 
Crane's nomination could cause a further 
deterioration. 

A good deal of information about 
Crane has surfaced, of which State Depart- 
ment officials responsible for checking his 
background seemed only dimly aware, but 
which opponents of his nomination are 
sure to use: 

» In 1981, it is said, Crane and another 
man, alleged to be a former CIA officer, 
formed a company in the US backed with 
US$80,000 from an Indonesian busi- 
nessman. Two sources familiar with the 
arrangement said the company's purpose 
was to develop special small weapons for 
sale to the US and foreign governments. 

» Crane entertained top Indonesian 
military officers at a Kenyan game camp in 
early 1981. The identities of the Indone- 
sian officers could not be determined, but 
photographs of the party were taken. 

» In April 1981, the Crane Group — a 
consulting and international investment 
firm in Washington — sold a game ranch 
in Texas to a company called Middleton 
Inc., described in state records as “a 
Netherlands Antilles corporation," with 
its principals purposely kept anonymous. 
A year later Crane was still an agent for 
the company in the US. 

» From 1969 to 1971, Crane was em- 
ployed as an aide to then vice-president 
Spiro Agnew, during which time Crane 
asked the CIA to provide a dossier on an 
outspoken critic of the Nixon administra- 
tion's ties with the military regime then in 
power in Greece. 

No responsible official suggests any 
wrongdoing on Crane's part or that any of 
his activities were illegal. Indeed, in some 
countries a background in intelligence and 
close personal business associations with 
the top leadership of a country may be 
considered valuable assets for a potential 
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рол, сотрапу ч 
called Techdirecti ccording to themi- 
nutes of Techdirective's inaugural meet- 
ing; held on June 15, 1981, Crane is both a 

c principal director as wëll as president and 
treasurer. Techdirective's other two direc- 

1 tors and officeholders are shown as How- 

. ard T. Bane, said to be a recently retired 
top CIA official, and Paris Theodore, de- 
scribed by reliable sources as a man who 
-has worked with the CIA and the Penta- 
gon as a specialist in small weapons. 


Ace to the same minutes, the pur- 
pose of Techdirective was to develop 
"weapons, weapons-related equipment, 
security devices and security system ideas 
to patentable and marketable status.” 
Such weapons, according to the consul- 
tant to the company interviewed by the 
REVIEW, included: pistols -disguised as 
fountain pens, and smooth-bore rifles that 
could fire bullets without leaving any 
characteristic barrel signature on them. 
The initial financing for Techdirective, 
according to the minütes, was Crotone 
Ltd, a California company whose principle 
backer is Haryanto. The minutes noted 
that Crotone had invested “approximately 
US$80,000 for expenses relating to the or- 
. ganisation" of Techdirective. The respon- 
sibility of Bane was to recruit additional 
ехрегіѕ апа "assist in gaining government 
contracts," the minutes say. 
"According to his business associates, 
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|| Mystery in 


the jungle 


Defectors claim the 
legendary communist 
leader Chin Peng has died 


By Rodney Tasker 

Haadyai: «Chin Peng, veteran 
leader of the outlawed Communist 
Party of Malaya (CPM), may have 
quietly died in the Malaysian 
jungle. According to senior Thai 
military sources, several recent 
CPM defectors have claimed that 
the legendary communist guerilla 
leader died of natural causes about 
two years ago. 

Although it was. generally be- 
lieved that Chin Peng had been liv- 
ing in China in recent years, the de- 
fectors, in separate interrogation 
sessions, reportedly corroborated 
the story that he had died in a jungle 
sanctuary somewhere in the border 
area of the Malaysian states of 
Perak and Pahang. He would have 
been in his.60s. 

Intelligence sources in Kuala 
Lumpur would neither confirm nor 
deny the report and diplomats in 
Bangkok who monitor the activities 


of the CPM, which operates largely 


from jungle sanctuaries in southern 
Thailand, said it was the first they 
had heard of it. But it is quite possi- 
ble. that given the often poor com- 
munications between Thai military 
officers in the field and Bangkok on 
the one hand, and Bangkok and 
Kuala Lumpur on the other, such a 
report would take a while to get to 
and be verified by the relevant au- 
thorities. 

After World War H, Chin Peng 
led the CPM as its secretary-general 
їп а violent campaign, first against 
the British colonial authorities and 
then against the Malaysian Govern- 
ment. His last-known public ap- 
pearance was when he emerged 
from the jungle in 1955 for abortive 
negotiations on a peaceful solution 
with military and political leaders of 
Malaya. 

When the CPM’s Peking-based 
chairman, Musa Ahmad, returned 
to Malaysia and surrendered to the 
government after his mysterious de- 
parture from China in November 
1980, he told. Malaysian officials 
that Chin Peng had gone to Peking 
in 1961 and «never returned | to 
Malaysia. Whether: the < elusive 


i will remain synonymous with the 





struggle for power. 
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Scholar, soldier, son 
After rising rapidly through the ranks of the army, Lee's elder 
son is expected to switch eventually to the civil service 


By Patrick Smith 
A’ extensive shuffle of the armed forces’ 
general staff has placed Col Lee Hsien 
Loong, 30. the elder son of Prime Minister 
Lee Kuan Yew, among the top three offic- 
ers in Singapore's military hierarchy. In 
making public its new appointments, 
which came into effect on July 1 but were 
` announced only in mid-September in the 
armed forces monthly magazine, the 
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Ministry of Defence stressed that Singa- 
pore’s leading military officers should be 
considered a national resource — that is, 
eligible for what it called challenging jobs 
elsewhere. 

Lee retains his position as assistant chief 
of general staff in charge of operations. In 
addition, he has been named to the newly 
created. post of chief of staff (general 


Point man for Prem 


` The general who played a decisive role in crushing 
an attempted coup in 1981 is appointed to the top army post 


By John McBeth 

Bangkok: Rising from a second-ranking 
post in an army region in just 17 months, 
Gen. Arthit Kamlang-ek completes a 
supercharged ride to power next week 
"when he takes over as commander of the 
Thai army. There has probably been no 
other officer in modern Thai military his- 
tory who has climbed so fast and Arthit 
still has a full three years left before man- 
datory retirement. Speculation now 
centres on whether the ambitions of the 
57-year-old general will ultimately extend 
into politics. 

There was never any real doubt that Ar- 
thit would be named to the most powerful 
post in the Thai armed forces, though in 
the final days before the annual military 
reshuffle was announced on September 10 
support was building up for chief of staff 
Сеп. Pamote Thavornchand, the only 
other contender, who has a year more to 
serve. 

Pamote is cast in much the same mould 
as retiring army commander Gen. Prayuth 
Charumanee and, while technically in- 
ferior in position to Arthit, is senior in 
terms of length of service, normally an im- 
portant consideration in the tradition-con- 
scious Thai army. But in one of his few 
comments on the reshuffle, Prayuth de- 
clared the seniority system was only one of 
the factors considered and said that Ar- 
thit’s appointment had received approval 
from 85% of senior army officers. 

In the end, it seemed, the younger gen- 
eral's reputation for decisive leadership 
and his experience in the field scored 
against Pamote, a mild-mannered but bril- 
liant administrator who had never given 
the impression he was thirsting for the job. 
Pamote will now stay as chief of staff 
with his 58-year-old pre-cadet. school 
classmate Lieut-Gen. Sueb Aksaranuk- 
roh, one of the two deputy chiefs of staff, 
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moving up to deputy army commander in 
place of the retiring Gen. Sak Buntarakul. 

Details of the reshuffle were made pub- 
lic two wecks earlier than usual, appa- 
rently to put an end to continuing press 
speculation and, perhaps more import- 
antly, to remove what some observers 
consider was the motivation for several re- 
cent bomb incidents (REVIEW, Aug. 20). 
The latest explosion, outside the Defence 
Ministry building, came only a day before 
the military list was released and led to 
tightened security measures in Bangkok, 
where Arthit now has full control of the 
city's peacekeeping force. 

A veteran of the Korean and Vietnam 
wars, Arthit played a key role in putting 
down the April 1981 Young Turks coup 
and was promoted shortly after from 2nd 
Army Region deputy commander to com- 
mander of the politically important Ist 
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the work of the five other assistant chiefs. 
Lec has risen extremely raidly through the 
military hierarchy since he began his 
career a decade ago. He was made a first 
lieutenant while studying at Cambridge 
in the mid-1970s, a major in 1978 and a 
lieutenant-colonel last year, when he was 
also-appointed an assistant chief of staff. 
His promotion to colonel was concurrent 
with his new appointment. 

As coordinator of the assistant chiefs, 
Lee now reports directly to armed forces’ 
chief of general staff Maj.-Gen. Winston 
Choo; the only other officer to do so is Col 
Mancharan Singh Gill, who is now deputy 
chief of staff. In effect, the two colonels 
share the responsibilities formerly held by 
Brig.-Gen. Tan Chin Tiong, who has left 


Army Region covering Bangkok and the 
eastern provinces. He was made concur- 
rently assistant army commander-in-chief 
in last year's reshuffle and given the rank 
of full general. 

Arthit's swift rise is frowned on by ele- 
ments in the military, but, even if his base 
of support is not altogether solidly 
founded, he has three years to consolidate 
and dig his political trenches. There is lit- 
tle doubt that his appointment has effec- 
tively erushed any hopes that the Young 
Turk colonels of Chulachomkhlao Mili- 
tary Academy's Class Seven may have en- 
tertained of being taken back into service, 
particularly with rivals from classes five 
and eight providing much of the new com- 
mander's backing. 


ost of the officers promoted to the 
more senior positions retire before or 
at the same time at Arthit, with the notable 
exception of the new assistant chief of staff 
for. operations Maj.-Gen. Chaovalit 
Yongchaiyut, a brilliant strategist who has 
nine years to serve. Chaovalit, the former 
army operations director, is one of Prime 
Minister Prem Tinsulanond’s closest ad- 
visers and has been instrumental in plan- 
ning counter-insurgency policy. 
Taking Chaovalit’s old position is 
deputy army operations director Col 
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active service to become second perma- 
nent secretary in the Ministry of Home 
Affairs. 

Lee was among the first of a group of 
soldiers to begin training for top military 
positions in the early 1970s, when the re- 
public began to place greater emphasis on 
scholarship and technocratic expertise in 
its officer corps. The military is thus repro- 
ducing a pattern familiar elsewhere in Sin- 
gapore, in which carefully groomed and 
politically correct leaders are often placed 
above other figures who have advanced 
through the ranks. As has happened in 
Singapore's labour unions, several profes- 
sional military officers have retired in re- 
cent years. These changes make room for 
the new scholar-soldiers. 

The other changes in the general staff 


Suchinda Kraprayoon, the president of 
the Class Five graduates, who worked 
with Arthit to stifle last year's rebellion. 
Suchinda's political post as secretary to 
the interior minister is likely to be filled by 
classmate Col Lert Pongpuk. 

Deputy commander of the Ist Army 
Region Maj.-Gen. Pat Urairat, another 
veteran of the Korean and Vietnam wars 
with a career that has in recent years con- 
fined him almost entirely to Bangkok, was 
a safe choice to take over the regional 
command from Arthit. Nothing was left to 
chance either with the retention of Ist Di- 
vision commander Maj.-Gen. Pichit Kul- 
lavanich, whose troops are garrisoned in 
Bangkok. 

A 51-year-old field officer with a long 
combat record, Pichit is known to dislike 
the political implications of his job and 
was keen to return to the 3rd Army where 
he built much of his reputation in orches- 
trating the collapse of the communist 
stronghold of Khao Kor in northern 
Petchabun (REVIEW, May 8, '81). “Pichit 
was asked to stay on because they trust 
him," one analyst told the REVIEW. "He is 
not a political wheeler-dealer." It is also 
clear to most that he is being groomed for 
higher things. 

One of the more interesting features of 
the reshuffled army pack is the surprising 
lack of changes in the commands of major 
combat formations. Apart from Pat, the 
commanders of the three other army re- 
gions — Lieut-Gen. Pak Minakanit (2nd), 
Lieut-Gen. Prom Phewnuai (3rd) and 
Lieut-Gen. Harn Linanond (4th) — all 
stay where they are. There had been 
speculation Harn would be moved from 
his Nakhon Si Thammarat headquarters 
to take over as chief of staff, but he may 
have been kept in place because of his suc- 
cess in countering insurgents. 

There were, however, six new deputy 
regional commanders appointed, includ- 
ing 4th Division commander Maj.-Gen. 
Ruamsak Chaikomin who moves to within 
one step of 3rd Region command, em- 
bracing Thailand's northern provinces. 

Only two of the six infantry division 
commanders received new orders, but this 
does not preclude more sweeping and 
perhaps more significant changes at regi- 
mental level when a reshuffled list of mid- 
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also reflect this policy. Col Ng Jui Ping, 
now assistant chief for personnel, has just 
returned from an advanced degree course 
at Duke University in the United States; 
his predecessor is now at the same institu- 
tion. Duties of assistant chief for logistics 
have been assumed by Lieut-Col Tang 
Mun Poh, who holds a certificate of edu- 
cation. Tang's predecessor, Col Chin Siat 
Yoon — who holds a master's degree in 
science — has become assistant chief for 
intelligence. All are under 35. 

Many of these officers, following Tan's 
example, are expected eventually to seek 
positions at senior levels of the civil ser- 
vice and enter reserve military duty. In- 
deed, the government appeared to em- 
phasise this possibility in its announce- 
ment of the new postings. Since there is al- 





most no room for further advancementin — 
the military, it is almost universally ac- 
cepted among diplomatic observers that 

Lee will be among the first to make this 
shift. “We do not, in the long run, see a 
man and his career as being restricted to 

the armed forces," a senior Defence 
Ministry official commented in explaining 

the promotions. 

The announcement of the shifts in the 
general staff was concurrent with another 
that Singapore's domestic security and in- 
telligence services, now administered by 
the Home Affairs Ministry, are to be com- 
bined with the Defence Ministry's security 
operations. The current director of the re- 
public's tough Internal Security Depart- — -- 
ment, Lim Chye Heng, is to relinquish his 
post later this year. 
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of this month. The appointment of Col 15- 
sarapong Noonpakdi as commander of the 
Roi Et-based 6th Division — the army's 
newest unit under 2nd Region (northeast) 
command — interested observers because 
of his close association with Class Five col- 
league Suchinda. 

Prem drew on the 23rd and 6th regi- 
ments of the 6th Division to help put down 
last year's Young Turk coup, which occur- 
red at a time when Issarapong was com- 
manding the 11th Regiment of the Ist Di- 
vision along the Thai-Cambodian border. 
The colonel was moved shortly after that 
event to become the Ist Division's chief of 
staff, where he has remained until his re- 
cent promotion. 


[орош takes over from Maj.-Gen. 
Pisit Hemabutr, who has been promoted 
to deputy commander of the 2nd Army 
Region. Analysts note that also on the 


move is deputy divisional commander Col 


Vimol Wongvanichi, this time to Lopburi 
where he will take charge of the Ist Special 
Forces Regiment. Vimol is a classmate of 
colonels Manoon, Rupekachorn, Prajark 
Sawaengchit and other hard-core Young 
Turk officers dismissed in the wake of the 
1981 coup, but he was not part of their re- 
bellious circle. 

Former Prem aide Maj.-Gen. Vichart 
Laithomya retains command of the 2nd 
Cavalry Division, the unit combining the 
Bangkok-based Ist Cavalry Regiment and 
the Saraburi-based 4th Tank Regiment 
which makes up the most important ar- 
moured force in the Thai army and is trad- 
itionally a crucial element in military 
power plays. Likewise, Мај.-Сеп. 
Chaichana Tharichatr remains comman- 
der of the 2nd Cavalry Division based in 
the northern province of Petchaburi. 

In a departure from previous years, 
when appointees came from no fixed posi- 
tions, the commanders of the three 
branches of the armed forces now also be- 
come the three deputy supreme comman- 
ders under Gen. Saiyud Kerdphol, who 
has been active over the past year in trying 
to upgrade the coordinating role of the 
supreme command. The new arrange- 


. ment will not affect the balance of power 


in the military, where the army comman- 
der still holds the whip hand, but itis an in- 
teresting innovation nevertheless and was 
probably worked out by both Saiyud and 
Prem given the way the prime minister, 
who is also the defence minister, was quick 
to endorse it. Some critics feel, however, 
that while the arrangement is likely to im- 
prove operational efficiency it also tends 
to concentrate power in a system under 
which the three services are largely and 
deliberately autonomous. 

Far fewer colonels were promoted to 
major-general this year than in 1981 and 
18 army generals of two-star rank were 
shunted sideways and attached to the sup- 
reme command where they will have an 
office but no specific job. Another 20 
senior armed-forces officers in the sup- 
reme command itself carrying two-star 
rank or better were also given similar 
treatment. 


18 





(n. , > y 


ци 


Тһара spreads the load - 


The Kathmandu government is giving district assemblies more 
power in the hope they will push local development projects 


By Kedar Man Singh 

Kathmandu: When the 33rd session of 
the National Panchayat passed a long- 
awaited decentralisation bill recently, it 
paved the way for major changes in the 
working of the partyless parliamentary 
system. The bill, when approved by King 
Birendra, will not only transfer much 
power to village or district level, but will 
also make all 75 district assemblies into 
mini-secretariats, able to handle develop- 
ment work in their own areas. 

Under the new legislation, develop- 
ment of roads, drinking water, health, ag- 
riculture, forestry and education will be 
undertaken according to the needs of a 
particular area with the central govern- 
ment simply channelling funds through 
the Finance Ministry to district as- 
semblies. These assemblies will then be 


Thapa: surviving a storm. 





broken down into social, education, 
forest, agriculture, health and develop- 
ment committees, each headed by a Na- 
tional Panchayat member from that parti- 
cular area. 

The central government has also said it 
will allow district assemblies to spend 50% 
of all land revenue collected in their areas, 
provided the money is used for develop- 
ment work; in addition the local as- 
semblies will have a certain amount of 
judicial power to deal with land cases and 
family disputes, but not criminal cases. It 
is hoped that this move will allow higher 
courts more time and freedom to deal with 
more serious cases. In an interview with 
the REVIEW, Prime Minister Surya 
Bahadur Thapa said the bill should push 
local development schemes and get dis- 
trict assembly members involved in the 


welfare of people living in their areas. 

At the same time the National Pan- 
chayat has given the central government 
power to dissolve district and village as- 
semblies and dismiss their members. Cri- 
tics of the measure have described this asa 
retrograde step and опё that flies in the 
face of efforts to make the system more 
democratic. 

However, Thapa told the REVIEW. that 
such drastic measures would only be taken 
if all else failed and if factional fighting 
was hampering the work of the as- 
semblies. He noted that even in the Indian 
parliamentary system the president had 
the right to dissolve both the national par- 
liament and the state assemblies. He said 
the step should make the assemblies think 
more about development projects and 
keep members away from thinking 
about the personal benefits of being 
an assembly member. 

During the session, which was pro- 
rogued recently after 10 weeks of tur- 
bulent sessions, Thapa himself came 
under strong censure from opposition 
members for his alleged failure on the 
economic front, inability to control 
administrative corruption and short- 
sighted food and forest conservation 
policies. However, he succeeded in 
facing down his critics and came 
through largely unscathed. He can 
look forward to a period of compara- 
tive easy sailing until the house re- 
sumes its sitting next June. н 

Eighty-six members tabled а mo- 
tion over the current drought and 
food shortages which in the opinion 
of at least one opposition member 
was the equivalent of an adjournment 
motion under the parliamentary sys- 
tem and amounted to a virtual cen- 
sure of the prime minister. During 
the debate, four opposition members 
— Padma Sunder Lawate, Prakash 
Chandra Lohani, Pashupati Rana and 
Nani Mainya Dahal — went a step fur- 
ther and demanded Thapa's resigna- 
tion. 

King Birendra in effect came forward to 
rescue Thapa, summoning him to the 
palace and ordering him to make neces- 
sary arrangements for the supply of a 
minimum quantity of grain in the food-de- 
ficit areas. The king appealed to the pub- 
lic, to traders and to members of the dif- 
ferent tiers of the panchayat system to 
help solve the food problem. 

Forty-five of Nepal's 75 districts have 
suffered severe food deficits this year. 
However, officials say the country has suf- 
ficient grain reserves to tide it over the 
present crisis though much of this has been 
hoarded by private traders, thus forcing 
up prices (REVIEW, Sept. 17). fr] 


SEPTEMBER 24. 1982 e FAR EASTERN ECONOMIC REVIEW 


Introducing — 
555 SII 








Stands out for taste | 
in low tar "rec Й 


Sr їн. TE XPRESS 


м OF LONDON 


r 









"TOYOTA'S ADVANCED ENGINEERING 
GETS OFF TO A GREAT START... 


AND A ONE-TWO FINISH! 





' Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers' World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 
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' Toyota entered two new Celicas in the rugged 
| Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota's two Celicas were first and second! 
FAW f = Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were “works” 
prepared and entered like Toyota’s specially modified Celicas. But 
unlike any of the others, Toyota’s new Celicas were making their 
official debut in World Championship Rally competition. 
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| FAX E = You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world's best selling 
car. For winning performance you can count on, start by checking out 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 





Even if you dont know the country, _ 
you can always look to Bank of America 
to know the currency. 


Aggressive rates on major 
world currencies. 

The more foreign currencies 
you do business in, the more you 
need foreign exchange services 
from Bank of America. Because 
with our 90-nation banking net- 
work, we're on the scene in more 
countries than almost any other 
bank. And as active participants in 
financial centers and local markets 
across five continents, we moni- 
tor major foreign exchange 
markets around the world to 
negotiate favorable rates. 


As market makers, we price 


aggressively on both spot and 
forward markets. We get you 
quick information on every 
currency, with timely quotes on 
every actively traded one. 


And asa highly experienced 


foreign exchange bank, we rapidly 


execute your foreign exchange 

transactions and moncy transfers. 
Best of all, we provide these 

services in major marketplaces 

worldwide. 

Financial Markets Advisors 


assist you internationally. 
Around the world, our profes- 





sional teams of skilled Financial 
Markets Advisors offer you tactical 
and strategic market analysis. You 
get up-to-date reports on market 
activity. Analysis of market trends 
and advice on managing your 
exposure. And quotes and consul- 
tation not only on foreign 
exchange, but on a wide range of 
financial products and services 
available in your market. 


Perhaps most important, once 
your relationship with us is 
established, you will have access 
to advice developed specifically 
for your company’s risk profile 


and objectives. 


Foreign exchange workshops 
available worldwide. 

In countries around the world, 
we present foreign exchange 
workshops for your treasurer and 
financial officers, as well as your 
marketing staff and sales force. 
These workshops provide in- 
depth discussions on topics from 
swaps to foreign currency 
borrowing. They offer procedures 
to help you identify your 
exposure and choose options for 
correcting it. And they give your 
staff a common vocabulary and 


conceptual framework for under- 
standing foreign exchange and 
interest rate risk. 


Our foreign exchange work- 
shops are just one more way we 
provide comprehensive answers 
to your foreign exchange needs. 
For more information, contact the 
Branch Manager at your nearest 





Bank of America office. 


Look to Bank of America for 
foreign exchange services. You 
can count on us around the 
world. 


Look to the Leader.” 


BANKOF AMERICA Bi 
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Bank of America NTASA Member FDIC 


In Singapore, 
stay with friends. 


If you're travelling to Singapore, stay with your friends at 
Holiday Inn. 

At the hub of Singapore's entertainment and shopping 
district, and only a 40-minute drive from the international 
airport, we're just where you want us to be. 

With 600 luxurious guest rooms, each with all the modern 
facilities you would expect from a first-class Asian hotel, we'll 
make you really comfortable. 

And with Western and Asian restaurants, lively bars, a 
rooftop swimming pool, a comprehensive meetings complex and 
a full range of guest services, we'll make your stay in Singapore 
a delightful experience you won't forget. 

We'll make you smile in everything we do — in Singapore. 
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Well make yo‏ 


25 Scotts Road, Republic of Singapore 0922. 

Tel: 7377966. Telex: RS 21818. 

Holidex No: SINSN-15789B. Cable: HOLIDAYINN. 
For further information and reservations, contact 
your nearest Holiday Inn or Holiday Inn International 
sales office. 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


QE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW F 
National Organisation in your country or direct to 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 











Excellent Cost Efficiency, G2/G1 Compatibility and Top Reproduction 
Quality Make the Desktop OKIFA X 6800 a Profitable Choice. 


As today's fastest compact analog facsimile, the OKIFAX 6800 offers a galaxy of high performance features. These begin with an 
inclined front control panel for all-angle desktop operating ease. The speedy 30-second transmission time is enhanced by Oki's unique 
Skipping White Space data compression system that assures optimum economy. Superior reproduction quality, including beautiful 
half-tone copying capability, is another advantage yours in the OKIFAX 6800. 

Full compatibility with all CCITT G2 and G1 machines, automatic operation and minimal, simple servicing add up to unbeatable cost 
efficiency. No toner or development fluid is required. NU À 

Total Oki facsimile efficiency gives you a profit-producing edge. 


OKI CCITT G3IG2 Desktop Facsimile. g ry Ra 


electric Superior Reproduction Quality. 
industry *20-Second Transmission Speed. 


company, ltd. Superb Total Cost Efficiency. 
10-3, Shibaura 4-chome, Minato-ku, Tokyo 108, Japan Tel: (03) 454-2111 Telex: J22627 
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few words: we have always seen it as a class for business people. 

Those flying at fuil fare will be aware of this from the moment 

^ b 2 they book. From the wide selection of seats. in our Economy 
Class they can pick their favoured spots for work or relaxation or 


window-gazing. 
"+. L + + And all our passengers will be aware of it in flight - by the 
rich variety of the reading matter; the generosity of the food and 


| most recently also of the beverages offered; the seating comfort; 
E. - | the well-informed, multi-lingual staff. 


: oe Thus Swissair passengers may glimpse the great model we 
| ‚| | constantly strive to emulate: the widely 2 Ау, 
* " d E" s BO admired Swiss hospitality. swissair gy 











By Gene Linn 
Agana, Guam: On a political map of the 
Pacific Ocean, the 209-sq. mile United 

~ States territory of Guam points like a 

finger to. the heart of Micronesia. Yet 

.. Guam, by far the largest of the 100 inha- 

© bited islands of Micronesia, isthe only one 

, never administered: Бу Washington as a 

<- trust territory. Now, ага time when a 

number of the trust territories == including 
. the Marshalls — are moving towardssome 

"form of independence, the people of 

"Guam are examining their future; which 
could: mean stronger ties with © <> - 

- Washington. 

т-а preliminary plebiscite 

on January. 30, nearly ‘half 
~ (4,814) of the 9,925 people tak- 
"ing part came out in favour of 
commonwealth status, while.a 
quarter (2,547) of the voters 
opted for statehood. Only:379 
voters. — or- less than 4% = 
favoured. ^ . independence, > 
though ‘the percentage might- 
have. been higher if indepen- 
dence advocates had won their 
fight to limit the plebiscite to 
indigenous voters. Buton Sep- 
tember 4; iia run-off between 
commonwealth status and 
statehood. during Guam's pri- 
тагу: elections, common- 
wealth advocates polled 17,348 
votes against 6,476 for state- 
hood; commonwealth. status 
would give: Guam much the 
same sort of semi-independent 
status as Puerto Rico. | 
‘The island's Commission for 

; Self Determination should now 
"be producing а federal territo- 
tial relations act on common- 

; wealth: status, which would be voted on in 
a referendum during Guam's general elec- 
tion on November 2. However, this seems 
in doubt because the committee lacks the 
necessary funding to hold a referendum. 
Whether the status issue is voted on or not 

‘in November, Guam still has to appoint a 
team to negotiate with the US, with the te- 

sults of the negotiations being approved 
by both the US Congress and the people of 
Guam. 

- First visited by Ferdinand Magellan in 

. 1521, Guam was ceded to the US asa prize 

of the Spanish-American war of 1898. The 
island has a population of 110,000, half of 
whom are descendants of the original 

Chamorro people whom the Spanish sub- 

jugated in the late 1700s. Caucasians, in- 

cluding many of the 21,000 military em- 
ployees and dependents, make up 24% of 
the population and Filipinos 20%. The of- 
ficial flag and national anthem are those of 
athe US and the currency is the US dollar. 
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nesia (FSM) and the Marshalls are moving 





Official holidays include Washington's 
birthday, July 4, Columbus Day and 
Thanksgiving. The US Air Force and US 
Navy maintain important defence installa- 
tions on Guam and defence expenditures 
dominate the economy. 

The preference of the Guamanians for 
either commonwealth-status or statehood 
contrasts with the choices of most other 
Micronesian islands as US trusteeship 
ends; Palau — now known as the Republic 
of Belau — the Federated States of Micro- 
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away from the US politically towards free 
association or independence. 


G uam, too, wants change, and for many 
of the same reasons. All the Microne- 
sian island groups want more control of 
their own fate and freedom from many US 
federal regulations they say do not apply 
in the western Pacific. Guam is unique in 
its efforts to get these changes by trying to 
move closer to the US, perhaps ultimately 
to statehood. The subject of local control 
comes up on Guam because, as a US ter- 
ritory, the fate of the island is in the hands 
of the US Congress. Although the local 
government has great leeway in practice, 
in theory congress could go as far as to sell 
Guam or do whatever else it wanted with. 
the island: 

Another reason Guam wants change is 
that other Micronesian islands have made 
impressive gains in status negoti 
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gration isa major concern because 
limited amount of land and jobs an 
infrastructure on Guam. — o0 

A group of 25 Guam business 


Guam in an April meeting in W 
with federal officials, who inclu 


these grievances, some local peopl 
frustrated at US treatment of Guam 
point to-Guam's loyalty to t 
throughout the Japanese occupa 
the island in World War IT. And th 
Guam's position as a major US m 
base — and a major target in case of 
"We are beginning to wonder if our 
alty and sacrifices are not being taken 
much ‘for granted," Sen. Antonio U 
pingco said in a letter to former preside: 
Jimmy Carter. | 

However, loyalty to the US is: sti 
strong and is another reason why Gu 





risked dire pun hment 
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Patriotic and military events are more 
pular. on Guam than in the mainland 
hen a white mainlander at a recent 
litical-status meeting spoke for inde- 
dence he raised the ire of some of the 
amorros in the crowd. "When you in- 
America, you insult me," air force 
ran Leslie Francisco said angrily. Still, 
à determined group. of indepen- 
dvocates. "The trade-off [for tos- 
citizenship] is we have the opportu- 
guide the destiny of our island,” 
'one such advocate, Greg Perez. 

The Organisation of People for Indi- 
jus Rights took its battle for a re- 
ed plebiscite.to the United Nations’ 
mmittee on decolonisation last month. 
pponents. of the group contend that 
m's indigenous people have already 
own they want close ties to the US. 
amorros evidently preferred US rule to 
е American regu- 







































‚ By Colin James 
Wellington: New Zeal 
һ problem of its. 100. 
n citizens — but in a way which has 
turbed many people both in New Zea- 
nd and Western Samoa. A bill was pass- 
:d in the New Zealand Parliament on Sep- 
ember 14 limiting citizenship rights to 
hose Western Samoans already officially 
eclared citizens or residing in.New Zea- 
d immediately before the legislation’ 5 
nactment or granted permanent resi- 
nce in the future. 
The issue arose on July 19 when the 
Council in London, recognised by 
e New Zealand judicial system as its 
ighest appeal court, ruled that legislation 
ed in 1928 was во worded that all 
estern Samoans born before 1948 — 
еп, Мем Zealand passed legislation 
rating its own citizenship from that of 
Britain == and their children are automati- 
lly New Zealand citizens. 
The. decision, which overturned a New 
Zealand Court of Appeal decision, was 
greeted with dismay by both the New Zea- 
and, апа Western Samoan. governments 
and has prompted renewed calls within 
ew Zealand for Privy Council appeals to 
€ abolished. Prime Minister Robert Mul- 
doon, while discounting any early move, 
ndicated some sympathy with the idea; 
privately - other ministers are also sym- 
pathetic. But they insist that three out- 
ding appeals would have to: berde 
with first. The main ground for abo 
that the British judges who sit onthe Privy 
Council are not suffic ently aware of local 
conditions. = 
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lesian pickle 


ew Zealand is! branded a racist country as parliament restricts 
he citizenship rights of 100, 000 Western Samoans 


d has resolved |. 





36, the Guam Congress, a board 
that advised the governor, voted unani- 


mously to seek US citizenship. Then two p 


prominent Chamorros went to Washing- 
ton, to lobby for citizenship on a trip 
funded by donations from local people. 
Guam residents obtained US citizenship 
in 1950. In subséquent years the territory 
received more self-government; the legis- 
lature was given law-making powers, local 
people got the right to elect a governor 
and. Guam was given a non-voting dele- 
gate in the House of Representatives. But 
dissatisfaction and. frustration have re- 
mained and have led Guam to the political 
crossroads. 

The US Government. is under obliga- 
tion to negotiate anew status with Guam, 
but a spokesman for President Ronald 


Reagan said the president has supported | 


self-determination. Washington's top offi- 
cial for territorial affairs, Pedro Sanjuan. 
said the Reagan administration will do its 


best to support Guam's status choice, fi 





The Samoan case created immediate 
concern for both countries: Western 
Samoa has always projected a fierce inde- 
pendence to the point of barring dual 
citizenship when it became fully indepen- 
dent in 1962; New Zealand feared that an 
open door for Western Samoans could put 
pressure on jobs and social services. _ 

Muldoon and the then Western Samoan 
prime minister, Va'ai Kolone, met after 
the South Pacific Forum in mid-August at 
Rotorua. No agreement was then 
reached, Muldoon asking for voluntary 


ernment on emigration to New Zealand 
and. Va'ai expressing réservations about 
the alternative of legislation retrospec- 
tively settling the issue. 

Long-range negotiations, however, 
produced agreement on August 19 to at- 
tach а protocol to the 1962 treaty of 
friendship between. the: two countries. 
This agreed that: 

» АП Western Samoans in New Zea- 
land, regardless of whether they came 
within the ambit of the Privy Council deci- 
sion, were to be granted New Zealand 
citizenship. This was estimated to cover 
about 40,000 people and included those 
charged with or suspected of overstaying 
immigration permits. (It was a challenge 
to a conviction in such a case thatled to the 
Privy.Council ruling.) 

» All Western Samoans in Western 
Samoa who held New Zealand citizenship 


by right of the Privy Council decision were, 
to lose their citizenship. 7 
=- э Western Samoans arriving. in New 


































and thus: legally entitled to conclude the 
restraints by the Western: Samoan Gov- | à H 
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Ur p to thit paint 1 appeared: to be go- 
ing well for the Zealand Govern- 
ment. The Mera tern E Govern- 


ment's appr 





to bein ag eement. 
David hs aske 8. 


egt were in 
to surface there. 
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when the байан Бары knew the details 
of the agreement “they. will realise they 
have been conned, R ot be forgotten 

. The methodology used in order to get 
this across would:seem to imply that the 
New Zealand leadership had not a great 
ср for:the їр of the leader- 















sworn in as premier oi Sept emi 
the supreme court declared aa 


ruption, but there little heca do toalter 
the situation, Muldoon said it was too late 
to change.thé agreement because the 
legislation was already through the New 
Zealand parliament. And Lange said that 
at the time of the agreement Va'ai was 
constitutionally. a. Western; Samoan: MP 









Ropati raked of à difficult deadline and 
said that.though government would 
i gi people the choice of 





y: 

Sainpa had gone zug because its main 

concern had been: Samoan people in New 
Zealand "because they are facing the hos- 
tilities. and some of the harassment 
brought оп by the New Zealand public in 
general." Taking that point further, a 
Western Samoan MP, Tuilepa Sailele, 
said.New Zealand was a racist country. 
This observation was obliquely under- 


lined by the New Zealand Human Rights 


Commission,- watchdog апа occasional 
prosecutor of race. sex and religious dis- 
crimination, which labelled.the bill racist 
— а label Chief Commissioner Pat Dow- 
ney stuck to despite vigorous questioning 
before. parliament's foreign affairs com- 


| mitte. though three of his fellow commis- 
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`. Three times a day 
Swiss Bank Corporation 
brings an issue to market. 


It's a business we've been 
in since 1872. So if it’s your 
business too, you've heard of 
us already. 

You'll already know 
we've been in London and 
New York for a long time, and 
in depth. That we're at home 
in all major financial centres. 

A bank that finds big 
money for big customers all 
around the world, and around 
the clock, has to be known by 
the right peo le. It has to have 
the right facilities to back up 
its contacts, and the right 
range of services to keep them. 
Plus the knack of coming 
up with innovative techniques 
when the time is ripe. 

A bank that appears on 
the capital market so fre- 
quently as manager or co- 





manager, UMS Us reaching the Swiss Bank Corporation 
Bou re tying reach. ee! Se Schweizerischer Bankverein 
if have he kind of backing Société de Banque Suisse 


you'd like to have on your 
side, yon know what to do. 


Call the key Swiss bank. The key Swiss bank 


General Management in CH-4002 Basle, Aeschenvorstadt1,andin CH-8022 Zurich, Paradeplatz 6. Over190 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives) : Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto. Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, 
Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong Kong, 
Singapore, Tokyo. Australia: Melbourne, Sydney. ‚ 
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plore sallies forth 


S: Prince Norodom Sihanouk, presi- 
f the coalition | government”. of 
cratic Kampuchea and the group- 
ey diplomatist, is back on the road. 
brief stops in Paris anda visit to 
old friend President Sekou Toure of 
nea, he has left for New York to speak 
ghalf of Cambodia at the United Na- 
General Assembly. 
hanouk expects to visit Washington 
re returning to Pekin; to celebrate hís 
La he told the 




























ing.of the cabi and to. 

ials- from several ambas- 
clude. envoys from 
De In December, 






т | cans. at their ids and follow Chinese 


‘ork: Democratic Kampuchea’ s 
ly organised coalition government 
dergoes its first international test of cre- 
y during the-three-month United 
ions General Assembly session which 
ned here on September 21. In its various 
mutations — political, humanitarian 
military — the Cambodia issue will be 
ominant feature of the assembly's 
nda of-more than 135 items, most. of 
threadbare and few of the substan- 
‘ones capable of solution. 
Тһе anti-coalition forces, spearheaded 
by Vietnam and the rest of.the Soviet- 
nted bloc, are keeping their strategy 
nder wraps. A REVIEW sampling of dele- 
admittedly: guesswork opinions in- 
dicated that no serious challenge will 
emerge. before mid-October, when the 
other delegation lead- 
ers, including coalition president, Prince 
jorodom Sihanouk —scheduled to speak 
on September 30 — complete their tradi- 
~ tional wide-ranging policy speeches to the 
157-nation assembly. 


Vietnamese invasion in 1978 that thi as- 


о rally support tor the coalition after . 
hints that Peking pro-Khmer Rouge stance is softening · 








This will Бе the fourth time since the 


Rouge — and its premier, Son Sann, were 


` competing to lead it. It appears now that 


Sann, chairman of the Khmer People’s 
National Liberation Front, will head the 
delegation. "Despite this: competition, 
Sihanouk played down the divisions and 
stressed his determination to keep the 
three factions united. *I am not going it 
alone. I remain faithful to my govern- 
ment," he said. - 


ot seems to have high hopes of 
obtaining backing fór the coalition from 


“what he calls the free world, not only at 
.the UN. — where the coalition’s creden- 


tials are expected to be ratified by a huge 
majority — but also in the form of mate- 
rial and political-support. He said: “The 


me, “If you form a coalition, it will be 
easier for friendly countries to help you. 
You and Son Sann would be welcome in 
Washington." Three Western countries 
were already supporting the nationalists, 
thanks to Asean’s efforts, Sihanouk said. 
The prince could well take the Ameri- 


sembly has grappled with the issue of 
Cambodia’s credentials. Despite strategic 
shifts in parliamentary tactics, the Soviet- 
Vietnamese faction's attempts to unseat 
Pol Pot's Democratic Kampuchea as the 
country's UN-recognised representative 
have been defeated by landslide margins. 
Last year's rebuff, for example, was by a 
plenary vote of 77-37, with 31 abstentions, 
against striking Democratic Kampuchea 


'from the list of countries whose bona fides 


had been approved by the asse mbly's cre- 
dentials committee. 

Nevertheless, there was a significant 
change in the voting pattern last year com- 
pared with the 1980 balloting; Australia, 
Bahamas, Barbados and Cameroon — all 
of which had voted for Democratic Kami- 
puchea the year before — switched to 
abstentions. Australia had warned. in ad- 


-vance it could not continue to support the: 


recognition of “such a loathsome regime" 
as Pol Pots. 
The fact that other governments, in- 


| cluding the United States, were wrestling 
with a similar crisis of conscience was а 
-primary factor in the formation of ‘the. 


American charge d'affaires in Peking told | 


| coalition’ allying th 





from the Us at Бай prices’ 
_ Sihanouk. Sihanouk said that military aid, 


| in addition to the 3,000 guns already given 





by Peking. was necessary “to counterba-- 
lance the Khmer Rouge's might, not only 
politically, but also militarily” and to arm 
the 40,000 Khmer volunt whom. the 
prince ‘said had come forwa during his 
Visit to Thailand; Sihanouk aid he had re- 






Parhana even more 
weapons could be: 
heard from Deng, 
indicating a softe 
on Cambodia and 
which China has 
want Cambod 
Sihanouk, neutral, non-aligned, indepen- 
dent and non-communist," , Sihanouk 
quoted Deng as saying. The prince stress- 
i bition. ot only in Cam- 








































compromise with Hanoi are doomed: 
“Whatever happens, T will go on fighting. 
and I won'tlisten to the sirens’ song, even 
if it is not sung openly by the Vietnamese 
but whisperedin certain French ears, or to 
journalists, who let themselves be fooled 





Sihanouk, Son Saün a 
Indications are that most delegations are 
willing to give a fighting chance to the 
sanitised alliance, legally separated if not 
convincingly divorced from Pol Pot and 
his record of atrocities. ў 

Asean diplomats іп New York argue 


| that from their standpoint, the new-look 































coalition brings to the assembly" s ballot 
battle these advantages: - 

» It will delay for at least this session 
any contemplated defections from the 
ranks of Democratic кыре s sup- 
porters: 

» Itmay geisuadié some Western coun- 
tries that have abstained because of their 
revulsion against Pol Pot’ to switch toa 
pro-coalition vote. 

» Because of m status ‘that Sihanouk 
enjoys among many governments in Af- 
rica, the coalition can be expected to pick 
up more backing there, notably from the 
Francophone community and even among 
so-called revolutionary regimes, which 
the prince has been courting, apparently 
with some success. 


баріне Бу Sann апа Samphan, 
Sihanouk was scheduled to arrive in 
New York on September 18. Téng Sary, 
who sits on the coalition’s finance and 
economy committee, backed by Demo- 
cratic Kampuchea's permanent UN re- 


| presentative Thiounn Prasith, did some 


advance Tobpying | for the cause in. June 





by Hanoi ++. The French 
cile them with me. But in t 
their heart, they [the Vietnamese] despise 
the naivety of the French ... .” The views 
of France,” he added, “however generous 
and sincere, are somewhat unrealistic.” 

Sihanouk hopes that his faction can 
soon have a radio transmitter at its dis- 
posal. He appears to be ready to share it 
with Sann's partisans, but he rules out 
speaking on Radio Peking or on the 
Khmer Rouge radio for fear that he would 
lose his credibility. 


» Michael Richardson writes from Sin- 
gapore: Australia has, for the first time, 
agreed to give aid earmarked for non- 
communist Cambodian forces and their 
followers and, in another move to bring 
Australia more closely in step with its 
Asean neighbours, is preparing to wel- 
come Sihanouk. Officials in Canberra told 
the REVIEW he was expected to tour Aus- 
tralia later this year or early in 1983 to rally 
support for the coalition. 

Foreign Minister Tony Street said on 
September 16 that A$2 million (US$1.91 
million) would be given to the UN to help 
meet the humanitarian needs of displaced 
Cambodians in non-communist camps 
along the border between Thailand and 
Cambodia. Observers said that the aid ar- 
rangements were designed to strengthen 
the position of Sihanouk, Sann and their 
followers in the coalition. The new ar- 
rangements are also intended to prevent 
Australian aid falling into Khmer Rouge 
hands. 


kk 


when Sary attended the special assembly 
session on disarmament. 

The Asean delegations, which are hard- 
selling the, Cambodia coalition, and 
Democratic Kampuchea's UN mission, 
both forecast victory in the credentials 
contest. Singapore's Ambassador Tommy 
Koh reflected the prevailing professed op- 
timism when he told the REVIEW: “We 
will at least hold the line and may possibly 
win a marginal increase" in votes. 

And a senior Bangladeshi diplomat 
suggested the Soviet Union may take a 
more conciliatory line on the Cambodia 
issue than it has in the past. The rationale 
is that Moscow hopes to modify interna- 
tional criticism of its occupation of Af- 
ghanistan, which is of prime importance to 
the Kremlin, in exchange for a show of 
reasonableness on Cambodia, which is 
not. 

For whatever it is worth in the par- 
liamentary jockeying, the Moscow-Hanoi 
axis has a man from an allied country 
wielding the assembly gavel. Succeeding 
outgoing president Ismat Kittani as presi- 
dent is Hungary’s Deputy Foreign Minis- 
ter Imre Hollai. While a president's direct 
influence is- normally marginal, Hollai 
would not be the first assembly chairman 
to do so if he were to provide a procedural 
nudge now and then to help achieve an 
end congenial to his country and whatever 
cause it identifies with. 


» Patrick Smith writes from Singapore: 
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Ghazali Shafie held private talks in Can- 
berra early this month with Street and 
Prime Minister Malcolm Fraser as a fol- 
low-up to talks he and Prime Minister 
Datuk Seri Mahathir Mohamad had with 
Fraser in Kuala Lumpur in early August. 


committed to a negotiated, not a military, 
solution of the Cambodian problem and 
would give no military assistance to the co- 
alition or any of its elements. The cash 





con spent. 
care and medical supplies. - 
sources said the aid was destined for five 
camps — Sok Sann, Nong Chan, Ban 
Samet, Ban Sa Ngae and Cong Chom — 
controlled by forces loval to Sann or 
Sihanouk. 

Australian taxpayers, through the gov- 
ernment, have given a total of A$25 mil- 


Much of it has been sent to the Thai-Cam- 
bodian border, but this is the first time 
that it is to be channelled to particular 
groups. Observers believe the timing of 
Canberra's announcement was designed 
to offset possible Asean unhappiness if — 
as appears likely — Australia abstains for 
the second year running in the UN vote on 
the seating of Cambodia's representa- 
tives. The Fraser government withdrew 
recognition of Democratic Kampuchea in 
February 1981 partly because of wide- 
spread abhorrence in Australia at the ex- 
cesses of the Khmer Rouge. 

Ghazali is said to be encouraging 
Sihanouk's visit as a means of influencing 
public opinion there. Canberra officials 
said Sihanouk would not be received as a 
head of state, but would be accorded the 


Street: committed to negotiation. 





Malaysian Foreign Minister Tan Sri 


ceived at a high level, probably by Fraser 
as well as Street. They said that the prince 
was likely to visit Canberra, Melbourne, 
Street said the Fraser government was 
press conferences and interviews and 


munity living in Australia and other sup- 





qo тие жен m ee ERES EUER TE ОЛ 


LOOKINTO 
SINGAPORE 1986 






There has attach your business 
never been any- i 
thing like Raffles and send to 
City in this Westin Hotels 
century. in London, 
Two luxurious 7-8 Conduit 
Westin Hotels open in St., London 
1986, along with the WIR 9TG, 
ultimate meeting space: United Kingdom; in 


two grand ballrooms and Tokyo, Yurakucho р 
40 other meeting areas totalling #405, 1-10-1, Yurakucho, 
over 6,000 meters (65,000 sq. ft.) ^ Chiyoda-ku, Tokyo 100, or 


For your free copy of "The London TELEX 22144; 
Ultimate Meeting Space;" Y Tokyo TELEX 2224507. 


© 
lè 
ғ 


2 


lion in relief aid to Cambodia since 1979, - 


Sydney and other state capitals giving - 


meeting members of the Cambodian com- - 


porters. a. К 
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ession. Singapore Foreign 
Isindicated the meetings in: 
re largely bilateral, stressing 
mabalan's planned talks with his 
egalese counterpart, Moustapha 
e. But considerable importance was 
he meetings, because Senegal's 
tothe UN, Masamba Sarre, 
| f the ad hoc committee 
hed by the International Conference 
reeni in New York last year. 
























apparently some disappoint- 
ient with the brevity of Dhanabalan's 
our. Charged with lobbying Com- 
th nations for this year's vote on 
nocratic. Kampuchea's seat in the as- 
у, the foreign minister had re- 
visits to a number of African na- 
er than Senegal, whose vote has 
been in question. But no other invita- 
§ were forthcoming. (Six Common- 
ith nations in Africa — Ghana, 
ganda, Tanzania, Malawi, Zimbabwe 
d Zambia — have all abstained in previ- 
5 votes.) 
hanabalan. nonetheless appears to 








Washington: As a vote on the Dam: 
bodia credentials issue in the United Na- 
ions approaches, Hanoi and the Phnom 
Penh government have been active in 
frica and the Middle East seeking to 
etain the support they have received i in 
the past. 

The People's Republic of Kampuchea 
ent one of its most experienced dip- 
omats, Hor. Nam Hong, a former 
leputy minister and now ambassador to 
е Soviet Union, to Guinea-Bissau, 
ipe Verde and Benin in August. As a 
cial envoy from Heng Samrin, Hong 
et top officials who reaffirmed their 
pport for the Phnom Penh govern- 
it. Deputy Foreign Minister Kong 



























outh Yemen, Ethiopia, Mozambique, 
Seychelles and Madagascar. 

Vietnam | meanwhile “sent Deputy 
reign Minister Vo Dong Giang on a 
onth-long visit to the Middle East and 
frica in August. The ostensible aim of 
the Middle East section of the trip was to 
nderline. Vietnam's solidarity with the 





his trip to New York for 









ong seeks help for Heng 
idochinese states seek to maintain the support of 
еі friends in Africa on the eve of a visit by Sihanouk 


m undertook a special mission to’ 





supp ters. “We do not expect erosion,” 


Dhanabalan said in an interview holy 
before his departure. "In fact, I think 
since Sihanouk is going to the UN we ex- 
pect bigger support. I will be surprised if it 
is à poor vote." That is a distinct reversal 
of earlier expectations. 





Singapore's: renewed confidence also. 


extends beyond the UN sessions, Refer- 
ring to an expected increase in armed re- 
sistance among the two non-communist 
members of the Cambodian coalition, 
Dhanabalan said: “We intend to persuade 
others, (0 support this." In response to 
another question; he added: “Of course, 
this support must be material." 

The foreign minister wavered not at all 
in his explanation of the tough line he took 
after his July talksin Singapore with Viet- 
namese Foreign Minister Nguyen Co 
Thach and indicated no concern that the 
Indonesian Government, which is to re- 
ceive Thach later this year, may do so 
more graciously than he did. “It would be 


useful for Indonesia and Malaysia to. 


maintain direct lines of contact," he said. 
“What it is going to lead to we will have to 
wait and see." 








Truong Chinh. Another government re- 
presentative, Pham Binh, went to Mali, 
Sierra Leone and Ghana. These visits 
were Said by Hanoi's official media to be 
aimed at strengthening bilateral rela- 
tions and discussing the. coming summit 
of the non-aligned movement. But ob- 
servers held that another purpose was to. 
seek the reaffirmation of these coun- 
tries’ support for the Samrin government | 
in Phnom Penh. 
Hanoi and Phnom Penh were thought | 
to be eyeing possible changes in the view 
of some African states following the es- 
tablishing of an anti- Vietnamese coali- 
tion and Prince Norodom Sihanouk's ap- 
pointment as the coalition's president. 
Apart from seeking to retain its sup- 
porters on the Cambodia issue, Vietnam 
is also thought to be trying to ensure that 
countries which have abstained in previ- 
ous UN votes on this issue continue to do 
S0. | 
°“: The Hanoi leadership is also report- 
edly anxious to obtain support at the 
coming non-aligned summit for at least 
























The overlord of the e )nomy 
steps aside as Laos brings 


in the technocrats 


By Paul Quinn-Judge _ 
Bangkok: Lao Deputy Premier Nouhak 
Phoumsavan, the No. 2 figure in the Vien- 
tiane hierarchy, has gi 
portfolio as a major government reshuffle 
gets under way, sources in Bangkok said. 
It was not thought that Nouhak's. move 
had affected his position ei Нег as depu 
premier or in the politbu 
The. sources sai th Phoumi Vong- 
vichit, another po 
vice-premier, was also stepping aside from ~ 
his portfolios of education, sport and reli- * 
gion. Phoumi told a Western journalist in. 
an interview reported by the official Lao 
newsagency, KPL. on September 14 thata- 
reorganisation of the government’ was 
under way аѕа prelude to the adoption of 
а new constitütion. —— : 
The sources said. that in the shake- -up. 
five new ministries are emerging: from the - 
two former ministries of public works and ` 
industry and commerce and that a new. 
minister of health and a governor of the: 
national bank have been named. А large 
supporting cast of vice-ministers has also 
been named, including some who are 
French-trained specialists or officials who 
served under the. fo me royal govern. 
ment. ue 
. The vast аја of the ch 
not, however; been made public 
reports should be treated with caution 
until officially confirmed.. Nouhak, the. 
second-ranking figure in the politburo, has” 
been replaced at the Finance Ministry by 
Yao Phonevantha, formerly director-gen- 
eral of -the Budget Department and 
elected an alternate member of the central 
committee. in April. Phoumi's replacement 
at education was named by. the Bangkok 
sources. .as. Bounthiem. Phitsamay, ‘a 
French-trained academic. =. 
The moves have given rise to abundant 
speculation but few hard facts. Rumours 
have long. hinted that Prime Minister 
Kaysone Phomvihane and Nouhak do not 
agree on various matters, including. 
perhaps. relations with: | i 
lomats in Vientiane suggest, howev: 
that the move тау:ѕітріу be-a way of r 
lieving both men of day-t t 
tration to enable. them’ to 






































either.on ideological issues or on overall. 
supervision of government poli 






The former Ministry of Pub ic ‘Works has: 






| been divided into three ‘separate minis- 












tries: the Ministry of. Materials, which: 
deals mainly. with oil and“is headed’ by 
diplomatic efforts by Hanoi and Phnom f | Thongsouk: Saysangkhy, who recently re- 
„Penh could also be aimed at countering | | turned from: training. in Vietnam; the. 
the efforts of Sihanouk, who is planning inistry of National Construction; be- 
to visit some African states after the gen- | | lieved to be headed by Gen. Khamphon 
eral assembly. Б Boudakham alternate member of the 














Palestinian Liberation Organisation. 
lowever, Giang also- discussed the 
Cambodia question. After calls in Iran, 
Jordan and Syria, Giang went to Tan- 
стапіа and Zambia as a special envoy of 
the chairman of Vietnam's State Council, 


keeping the Cambodian seat vacant. The 
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terior minister, and the Ministry of Trans- 
port and Telecommunications, headed by 
Col Phao Bounnaphon, also an alternate 
"member of the central committee and 
commander of Wattay airbase, 

The Ministry of Industry and Commerce 
has been split into two — the Ministry of 
Industry, Handicrafts and Forestry and 
the Ministry of Commerce. The former 
head of this ministry, Maysouk Saysom- 
pheng, one of the more senior members of 
the central committee, remains minister 
of industry under the reorganisation, 
while the new minister of commerce is 
Vanthong Sengmuong, also a central com- 
mittee members and formerly ambassador 
to Moscow. 

Boutsabong Souvannavong, another 
freshly returned trainee from Vietnam; 
becomes head of the national bank; à 
senior member of the central committee, 
Souk Vongsak, is shunted out of the way 


REFUGEES 


A shelter assured 
a refugee convention gives hope 
Vietnamese living in China 


Peking's decision to acc 
and legal status to 265, 


By Therese Obrecht 
Geneva: China, which has given shelter 
to more than a quarter-million Vietnam- 
ese refugees, has decided to ratify 
the 1951 Refugee Convention and its 
1967 protocol. The decision, taken on 
‚ August 23 by the Standing Committee of 
the Fifth National People's Congress, has 
been described by officials of the United 
Nations High Commissioner for Refugees 
(UNHCR) as a major landmark in the 
field of refugee protection. 

Chinese ratification follows that of 
Japan and the Philippines, the only two 
other Asian countries to have taken such a 
step. However, the fact that China has 
signed the conventions has far greater po- 
litical significance. Indeed, China is the 
only communist country other than 
Yugoslavia to have subscribed its name to 
the convention. The Soviet Union and 
Vietnam have always refused to associate 
themselves in any way with the principle 
of protection of refugees. In this respect, 
China has not only joined the indus- 
trialised world, but also a majority of de- 
veloping countries, especially in Africa 
and Latin America, almost all of which 
have ratified the convention. 

While UNHCR officials in Geneva ac- 
knowledge that China has, in practice, al- 
ready applied the spirit of the convention 
and protocol, its formal ratification means 
that the 265,000 Vietnamese who sought 
refuge in China now acquire legal status. 
China guarantees their protection from 
being expelled — known as the principle 
of non-refoulement — as well as their 
right to travel documents, access to 
courts, the right to family reunification 
and protection from discrimination. Until 
now, these refugees were protected only 
under the mandate of the UNHCR, which 
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to make way for a medical doctor, Kham- 
liang Pholsena, at the top of the Health 
Ministry, and a central committee 
member, Brig.-Gen. Inkong Mahavong, 
formerly deputy director of the Ministry 
of Defence's Political Department, be- 
comes minister of agriculture. 


n addition to the new education minis- 

ter, one of the three vice-ministers nam- 
ed to the new Construction Ministry, Seng- 
kham Phinith, is believed to be a French- 
trained engineer. One of the new vice- 
ministers of telecommunications, Kham- 
leuang Sayarath, is also French-trained 
and was, according to one report, director 
of telecommunications under the old re- 
gime. 

Some observers see this tendency as a 
sign of a new flexibility on the part of the 
government — a willingness, as in Viet- 
nam, to give more authority to officials 
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allows the UN agency to intercede with 
governments in matters related to the 
status of refugees. 

China ratified the convention far more 
rapidly than neighbouring Japan, where 
the matter had been under discussion for 
years. The question of Chinese ratifica- 
tion was raised by UN High Commis- 
sioner Poul Hartling during an official visit 
to Peking in September 1981. At that time 
Deng Xiaoping, then vice-chairman, told 
Hartling that his government would con- 
sider the matter in due course. While 
UNHCR officials in Geneva were confi- 
dent that China would eventually ratify 
the document, ratification became a real- 
ity only 11 months after Hartling appealed 
to Deng. This has been interpreted as sig- 
nificant for China's commitment to the 
cause of refugees in Asia. UNHCR offi- 
cials also point out that China is the only 
country in Asia where all refugees have 


with technical skills rather than relying 
simply on ideological antecedents. Also, 
as in Vietnam, the overall changes may be 
to some degree a reaction to criticism from 
the Soviet Union and East European 
aid donors of the inefficient or wasteful 
use made of the aid they provide. 
Rumours in Vientiane say changes will 
continue for the next few months or so. 
One likely candidate for replacement is 
Foreign Minister Phoune. Sipraseuth. 
Phoune, who is also a deputy prime minis- 
ter and a politburo member, has been in 
bad health for some time (Washington 
sources say he had a heart attack last 
year). His deputy, Khamphay Boupha, is 
already performing many of Phoune's 
functions and is often referred to as acting 
foreign minister — the title he used when 
he signed a telegram of greeting to Viet- 
namese Foreign Minister Nguyen Co 
Thach recently. 


_ beg offered permanent resettlement, not 


méTely temporary asylum pending reset- 
tlement to third countries. 

China, however, has expressed some 
minor reservations regarding articles of 
the 1967 protocol, which stipulate that re- 
fugees having habitual residence in third 
countries and nationals of these countries 
should be treated equally by the contract- 
ing state (China) with regard to their ac- 


cess to Chinese courts and the protection 


of artistic rights and industrial property. 
Other countries like Sweden, Denmark 
and Malta made similar reservations at the 
time of their ratification. For all practical 
purposes, these reservations are theoreti- 
cal and do not restrict the fundamental 
rights of refugees settled in China. 

While from a purely practical point of 
view the life of Vietnamese refugees reset- 
tled in China will not be affected by 
China's ratification, Peking will neverthe- 


less have the authority to issue travel 


documents to those refugees who want to 
leave China for temporary trips abroad 
and who have: not yet acquired Chinese 
nationality. It might therefore become 
politically significant that Vietnamese re- 
fugees from China will now be able to go 
abroad and return to China while retain- 
ing both Vietnamese nationality and re- 
fugee status. 


Deng; Hartling: a swift decision. 
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As one of Britain's largest exporters, 


| BL needs the services of an 
international bank and Grindlays meets 
this need around the world. We provide 


financial services for the company in the 
United Kingdom, local banking services 


in central Africa and in India we are one 
of the leading bankers to BL's 
subsidiary, Ashok Leyland. 


In London the Corporate Banking 


Department and Export Finance 
Department co-ordinate the efforts of 
our offices and specialist departments 


in many countries around the world. 
Successful examples of this teamwork 
' include the financing of BL exports of 
buses and Land Rovers to Hong Kong, 
Malaysia and elsewhere in the Far East 
and the provision of advance payment 
and performance bonding cover. 


A further example of international 
7 finance from Grindlays - BL banks on 
/ Grindlays- why don't you? 
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Premium wines, champagne, a wider choice of cocktails e Bigger choice of main meals e Royal Doulton 
chinaware e Fruit basket e Exclusively designed wider seats e Never more than one seat from the aisle e 
Extra legroom e More hand-luggage space e Specially-assigned cabin crew e A private zone to yourself « 
Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at time of 

booking e Baggage priority e 30 kilo baggage allowance e SIA's exclusive Premium Accommodation Pla 


EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS. 











Ml this for just a little more than the normal economy fare, on all our 747 flights to and from 
urope, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 

ле world's most modern fleet, plus inflight service even other airlines talk about. 

ind for those who prefer even more exclusive travel, all First Class seats on our 747 


iuper-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES 











Only someone on the 
right course can help you 
with yours. 


A universal bank has the right instru- 
ments to determine your exact position 
and help plot the best course to your 
goal. The coordinates of our branch 
system dot the globe. Whenever and 
wherever you encounter problems with 
complicated international financing, 
contact the Deutsche Bank. 


We'll put your business on a proper 
course. Call: 
Hong Kong 5-255 203 
Singapore 917555 
Beijing 28 5980 
Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 


Deutsche Bank 


A АА of universal a iin: 
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“| phone the States 
and get the ball 
rolling...fast? 


comes to getting American sports 
equipment. Because my customers 
want itas fast as | can get it. That's 
why | do business by telephone. It's 
the fastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
in the U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...getthe ball rolling by 
phone, and you won't strike out with 
your customers. 
_ U.S. MAINLAND TIME ZONES" 


| 
| 
| 
Taiwan 1 5 16 
$ E + — — 1 
Time differences are based on Standard Time | 
observed in most of the U.S. from the last a 








Time 
Difference From: | Eastern | Central | Mounta Pa 
Australia 

(Sydney)** | 
China | 
Hong Kong | | 
Japan | 
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Philippines 
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IFITHAS ANYTHING TODOWITH MONEY, 
ANYWHERE IN THE WORLD, WE CAN HELP 


To discover and 
develop opportunities at 
home and abroad, corpora- 
tions need a financial 
resource that goes beyond 


traditional banking services. 


A resource that is world- 
wide in scope, and skill. 


By looking forward, 


by preparing to meet the 
challenges of our ever 
changing business environ- 














ment, Security Pacific Bank 
has become that resource 

We can help corpo- 
rations build in Los Angeles 
or London, lease in New 
York or Frankfurt, buy in 
Miami or Tokyo, sell in 


Chicago or Hong Kong, 


acquire in Seattle or Singa- 
pore, hedge in Boston or 
Bangkok. 


Security Pacific 


experts are committed to 
giving corporations strong 
and consistent support in all 
financial areas all around the 


world, all around the clock. 


If you're a corporate 
officer, remember this: Each 
day the sun rises, theres a 
bank that can help you find 
opportunities anywhere 


you want to look for them. 


Security Pacific Bank. 
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“I don't care 

what real estate costs in Hong Kong. 

I expect my hotel 
to have a 

proper-size pool.” 


In Hong Kong, there is a hotel for 
perfectionists. 

Who expect their hotel to have 
remarkable service. Famous res- 
taurants. And a swimming pool 
worthy of the name. 

Who demand a view of the city at 
its most spectacular. From their 
own room, 

Who believe that bathrooms 
should be marble, with separate 
showers and sunken tubs, 

The Regent of Hong Kong lives up 
to all this. And more. 

The next time you book a room in 
Hong Kong, be а perfectionist. 
Reserve at The Regent. 
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A REGENT*INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 

MANILA. COLOMBO. FIJI ALBUQUERQUE 

NEW YORK. CHICAGO. PUERTO RICO 
MAUI. MONTREAL. LONDON 


HONG KONG 537211211, TELEX HX371*4: SINGAPORE 7373555 TOKYO 03.211 4541 OR CONTACT ANY REGENT INTERNATIONAL HOTEL 


€ THIS column has occasionally been 

. taken to task for its light-hearted jibes at 

|. Asian English. But we will be the first to 

admit that when it comes to sheer ignor- 

ance of another's culture, the British are 

‘well ahead of the field. For instance, the 

irical magazine Private Eye recently 

rinted a "True Story" about one Mr 

atuk Musa Hitam, described as deputy 

prime minister of Sabah, Indonesia. It 
: ent on to call him Mr Hitam. 

i is it placing the Malaysian 

of Sabah in the wrong country "rit 

S demoting Musa from a federal post 

i state post and, moreover, calling 

im Mr Datuk Musa Hitam is like refer- 

ring to Mr Lord George-Brown, and the 

iter reference is: equivalent to “Mr 

George." (Or, more accurately, calling a 

~: Mr Johnson “Mr John" on second refer- 

- ence.) A | 

‚ Meanwhile, the London Daily Mirror 

las inadvertently found a solution to 

ng's 1997 lease. In a diary item, 

“it said that reassurances on the future of 

Hongkong had been given to Lord Car- 

rington, then Britain's foreign secretary, 

: by Deng Xiaoping — vice-chairman of 


the Hongkong Stock Exchange! Well, | 


“now that he has kicked himself upstairs, 
Deng may be looking for a job — and 
that one would solve all our problems. 

| ® SOMETIMES there are very unfor- 
' funate overtones when the word “vice” 
appears in any title. I have à couple of 
‘calling cards in my collection presented 
by the "vice managers" of hotels in 
Taipei and Bangkok — and both; as far 
¿as I know, are perfectly respectable es- 
| tablishments. The. Indonesia Times re- 
. ported on June 10 that the vice governor 


for social welfare. affairs in Indonesia: 


had complained. that many Jakarta 
eauty parlours and barber shops were 
. being used for immoral purposes. The 
|; vice "governor, Sarjono . Suprapto, 
-] pointes arber shop on the top 
floor of è building and won- 
' dered aloud why it was not on- the ground 
oor. He did not elaborate further, 
apart from denouncing those who vio- 
lated their business permits by using pre- 
“mises. for "negative purposes." Such 
- businesses are supervised by the Security 
гапа Order Service and the vice gover- 
nors solution was at least original: 
© supervision should be by the Social Ser- 
місе and Tourism Department. 
And at least three readers; led by 
‘Laxmi Nakarmi, sent me this headline 
from the Korea Herald of April 21: 


ice governors 








€ THIS column has already reported 
the marketing of men’s undeipants 
which feature a unique, strategically 
placed reinforcement — but it bears re- 
petition. Two readers, Gill Stevens and 
D. J: Aldous, have both sent in more re- 
cently purchased items, one marketed 
under the brand name Cosmos and the 
other called Golden Chrysanthemum. 
Both are obviously made by the same 
firm — and perhaps the apparent mis- 
print is a deliberate mistake, guaranteed 
to boost salés to macho men: 


Featuring 
© Extra comfort 
More absorbent 
*Exita strength 
tonger wear 
* Meat-resisiant eiastic 


Around Leg Opening 


. SUPER QUALITY 


50% POLYESTER 50% COTTON 


|MEN'S UNDER WEAR 


e WHAT with famine, а savage 


drought, heavy snow and a grave short- | 


age of food and medical supplies; the 
near-stone age tribespeople living along 
the mountainous backbone of Im 
donesia’s eastern Irian Jaya province are 
having a hard time of it. Stumbling out 
into civilisation after their discovery by 


„Ше outside world just over 20 years ago, 
they presented their Dutch colonial rul- | 
ers with some unusual problems. They | 


used stone axes, dug in their yam seed- 
lings with pointed sticks, paddled them- 
selves up rivers with the same tool and 
measured their wealth in pigs. Sitting 
with the Dani clan leader and his multi- 
ple wives ina thatched-roof hut when the 
tribe was some two years into civilisa- 
tion, FOCUS editor Donald Wise found 
the women suckling piglets as they sat 
round a roaring fire and roasted yams in 
the ashes. 

Catching sight of our man’s radio the 
chief asked what.it was and was given a 
demonstration; this woman is talking 
from Jakarta, this man's music comes 
from Sydney and so on. The chief, who 
cocked his head from side to side like a 
bird dog at each change of station, asked 
through an interpreter: "Can it find the 
pig l've lost?" When told it could not, he 
said: "Then it's no use to me," and 
chiicked it behind him. 


Full dress for the Dani was — and is — | 


a penis sheath for males and a dangling 
piece of cloth for the women. Because 


they were unused to clothing — and |. 
therefore could not identity the sexes by H 





to put a brav 
meeting tribesmen wh 
they would be ^ 


Dani men. It was a sig 
solved the problem. 

sex. 
A woman offici 


the men mostly dressed like 


ers and bush jackets — г 


tribesmen out 


frisking à.creatur 
outward finery. t 
what they had in r 
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travelling in Asia, sc 
page of advice culled 
Telephone Directory: 


1} A telephone inst 
° ing to operate and 
u relatives, voice, but the exercise. 
trous if you misuse it i. 
2) E 

° 3F -Brevity is not only the soul of wit, I is also the sec- 

ret of economy —savetimeamd money —— 

4) Please don't discuss on the telephone the movie 
you had seen tast week, the chinese food you had 
last evening, the book you had fo read to forget 
about your póst-lunch stomach ache, - 

~ year resolve to lead a disciplined lite your. 
American sleeping suit that does, not fit, the shoes 
phat piach and your cook who spoils: f 
brot! 


set; may be somebody in the houseis trying to 
dace something which. he hopes, 
Без йер с. ; 


seven please 
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e A FULL-PAGE advertiseme 
behalf of Sri: Lanka's Ministry of | 
Implementation appears regula 

pages of the British newspape 
Guardian which, as reader Elizab 
Gowans points out, is a journal ai 

the educated strata and liberal elit 

its efforts to limit population. grow 
seem somewhat extreme . . . leading to 
the final solution,.in Тасы > A 


Voluntary Sterilization‘ 
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question of numbers 










January 11, United States State De- 
artment spokesman Alan Romberg 
nounced. that Taiwan's long-standing 
quest to purchase an improved fighter 

rctaft, designated the FX, had been re- 
jected by President Ronald Reagan's ad- 
istration. Older combat aircraft were 
to be replaced by extending Taiwan's 
SE Tiger II co-production line, which 
ad been scheduled to close in mid- 






























Romberg further explained that, after a 
ngthy administration study, it had been 
ermined that no sale of improved 
phter aircraft to Taiwan was necessary 
ecause no military need for such aircraft 
. However, this explanation proved 
 be.something less than complete or can- 
did. Later the same month, Walter Stoes- 
sel, then under-secretary of state for poli- 
1 affairs, admitted that the FX denial 
às, in fact, based on the State Depart- 
ment's fear that there would have been a 
rupture or at least a deterioration of US 
relations with Peking if the sale had been 
pproved. 
na letter to this writer, dated February. 
3, Sen. Jesse Helms advised: “I was per- 
sonally given to understand that the 
lanes would be sold, but that was before 
e combined weight of the State Depart- 
сапа the CLA. was. deployed against 
he president's own inclination:" 

ay Cline, senior associate at the 
enter -for- Strategic апа International 
es, Georgetown University, had ear- 
‘analysed the situation thus: "The State 
epartment hàs come up with a typical 
аре to avoid hitting the FX issue head- 
n. It is thinking of promising the Chinese | 
| Taipei more of the present-day fighter, 
he FSE, perhaps with enhanced capabi- 
lities designed by foreign-service officers 
ага conference table from a components 
list. There is no guarantee it would fly and 
‘the Chinese in Taipei know they would 
ot. get a modern, advanced aircraft. On 
the other hand, the Chinese in Peking will 
protest any improved military capabilities 
Taiwan. This phony solution will not 
atisfy anyone." 
Cline's prógnostication proved síngu- 
larly correct. Peking actually intensified 
threats of. down-gr ading relations with 
the US over the issue of arms sales, even 
though the FX denial was intended to be a 
major concession to аклы Аз а result, 
































1 1 soninüpique he. US enunciated 
of limiting arms sales.to Taiwan, 
ot to exceed quantities and qualit 
‘supplied in recent-years; thus to “reduce. 
Еу ; sales of arms rana e lead- 








reviews, with some congressmen praising 
it for avoiding an unnecessary confronta- 
tion with Peking over the arms sales issue; 
however, supporters of Taipei saw the 
document asa sellout, doublecross, and 
abandonment of another free-world ally of 
the. US. 

Concern was immediately expressed by 
John Glenn, Helms, and Barry Goldwa- 
ter, members. of the powerful Senate 
Foreign Relations Committee; and com- 
mittee. chairman Sen. Charles Percy em- 
phasised: that. obligations under the 
Taiwan Relations Act must be upheld. “A 
policy statement cannot change a public 
law," he said. To soft-pedal the effect of 
the agreement, Reagan submitted the 
long-awaited: co-production continuation, 
involving 30 F5Es and 30 FSFs valued at 
US$622 million, only two days after the 
announcement of Shanghai II: | 

The FX denial and Shanghai П came as 
shocks to many who had studied Taiwan’s 
combat-aircraft requirements and recog- 
nised the importance of an effective air de- 
fence System to the survival of this small is- 





Latayette J. Lamb, a doctor of law from 
the University of lowa and now visiting 
associate professor of law at Soochow 
University, Taipei, has lived in Taiwan 
for nearly 10 years. Here he argues 
Taiwan's case — and that of its friends 
in the United States — for a more ad- 
vanced fighter aircraft. 





land nation. All the more surprising were 
the decisions, when viewed against the 
background of Reagan's campaign pro- 
mises that he would “not propose restric- 
tions that are not required by the Taiwan 
Relations Act." Consequently, many ob- 
setvers seriously questioned whether the 
US had not taken óne more step towards 
recognising Peking's claim.to sovereignty 
over Taiwan.. 


he issue of improved fighter aircraft for 

Taiwan's air force is certainly not new, 
having had its roots in.1969. At that.time, 
one congressman noted that Taiwan's F86 
and F100 aircraft were no match for. the 
modern MiG fighters with which Peking's 
forces were equipped and which were 
being manufactured in China. Nonethe- 
less, this measure was rejected by. the se- 


nate out of fear of upsetting the then-bud- 


ding relationship with China. 


During the 1970s, the US and Taiwan. 


negotiated a series of agreements for the 
co-production of 248 FSE/F Tiger H light- 





"weight jet fighters, which, at the time, |: 
were thought to be equivalent to Peking's: 
aversion of the MiG21 and superior to the 






| degree. of qualitative 

г superiority, Taipei could effectively deter 
or defeat" an attack by numerically 

superior Péople's Liberation Army (PLA) 

forces, which now consist of more than 

,000 fighters, bombers, and transports. (it 

should be noted that 2.000 PLA aircraft 

are currently stationed within 500 nautical 
miles of Taiwan.) 

Opposing this force, Taiwan can muster | 
approximately 319 fighter rs, all of which 
are based:on US technology of the 1950s 
and are.considered short-range aircraft. 

‚ All these-are armed with 20mm cannon 
and Sidewinder air-to-air missiles and can 
be used in the ground-attack role. The 
ESE is reliable, relatively easy to main- 
tain, and has good manoeuvrability at 
lower altitudes. But a serious: problem Te 
sulting from the age of the F100s, F104s-. 
and F5As:confronts Taiwans air force. 
Maintenance costs are significantly higher 
for these older aircraft, but even more 
costly.are accidents caused by mechnical 
failures; which often destroy pilots as well 
as machines. 

On.the Peking side is a variety of MiG 
types either provided by the Soviet Union 
or built by. China. At present, subsonic 

. MiGI5s, roughly equivalent to the F86, 
are rapidly being phased outof the combat 
inventory and there may be as few as 100 
remaining. . The authoritative Jane's Alf 
the World’s Aircraft 1981-82 reports that 
over. 1.000 MiGI7s still equip more than 
20 air regiments із air-to-air and fighter 
bomber roles, but other estimates place 
, the number at 300, 

The most numerous aircraft type in the 
PLA air force is the MiG 19, of which there 
are approximately, 3 ‚300, During the 
1960s, the. MiG19 was considered to be 
obsolescent; however, its value was recon- 
sidered in the 1970s, after it proved to be 
an excellent dog-fight aircraft with a high 

. degree.of manoeuvrability. Armed with 
three 30mm cannons, each of which has 
twice the hitting power of the widely used 
British Aden 30mm cannon, the MiGI9 
must still be regarded as a dangerous ad- 
versary. Furthermore; one version sold to 
Pakistan was subsequently armed with 
Sidewinder, missiles, which Peking may 
now. be able to-copy by reverse engineer- 
ing. Т 

If.has:often been stated that, оп aone- 

to-one basis, the FSE is superior in combat 

performance to thé MiG19, as à result of 
the Ti us Ws modern avionics and air-to- 
air missil es; however, , Taipei authorities 






























tested against a MiG19 p 
"which had suited, to Taiwan on July 7 
977.. rey 






formance in. certain’ flight ا‎ ац 
tably climb in critical bomber-intercept 
itudes-above 10 ,000. e dn кебе t їп 
mbat th tly. 







MiG19 fighters being produced on the { gu 





The PLA maintains up to 250 MiG21s, 
rently being. produced at the tate of 
three or four a month. These aircraft. are 
noted for their small size and high top 
speed of 1,385 mph. Armament consists of 
vo 23mm canne ir-to-air missiles and 
variety of bombs.and rockets for ground 
lack. The MiG21 is now regarded as 
aving air-combat performance charac- 
stics superior to those of the PSE) Dur- 
ing the 1970s, Peking developed from the 
MiG19 a fighter designated the А5 (or 
sometimes F9), primarily to be used in the 
k role, but capable of carry- 

g air missiles. At least 210-have 
been delivered to the air force. : 


n addition to this large fighter force, Pe- 
ng maintains more than 600 bombers, 
“including 116 TU 16s, which were used ex- 
-.tensively in nuclear weapons testing. The 
500 1128 light bombers, when: armed with 
torpedoes, ue Бе, deployed: eflectyely 


PLA FIGHTER 
m AIRCRAFT ^ 





é eb ve es d re- 
ron Hongkong t in 1977 


by two Rolls-Royce bale engines, 

г 41,000 Ibs total thrust and a top 

"of 1,550 mph (against 10,000 Ibs 
t and 1,057 mph for the FSE). Simi- 
án advanced. Mach 2 My mph) 
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ficials had manipulated the preceding’ ad: 


ministration’s ‘study on Taiwan’s combat 
aircraft requirements for the sole purpose 
of justifying the denial of the improved 
fighters, in a bungled effort to placate Pe- 
king. 

The August 17 communique limiting 
arms.sales to Taiwan was, in the words of 
House Foreign Affairs Committee chair- 
man Clement Zablocki, “a violation of the 
spirit (if not the letter) of the Taiwan Rela- 
tions Act,” which obligates the US to 
“make available to Taiwan such defence 
articles and defence services in such quan- 
tity as may be necéssary to enable Taiwan 


to maintain a sufficient self-defence capa- . 


bility.” Furthermore, the act states that 
“the president and congress shall deter- 
mine the nature and quantity of such de- 
fence articles and services based solely 


; upon their judgment of the needs of 


Taiwan,” that is, based only on Taiwan's 
military requirements, not on Peking's de- 
sires, threats, or objections. 4 

It is abundantly clear that the sale of im- 
proved fighters would have represented a 
defensive force enhancement, essential to 


TAIWAN'S FIGHTER 
| AIRCRAFT 


“Зоте on order **Plus 60 on order. 

the continued. existence of Taiwan. 
Likewise, the FX sale would have pro- 
vided Taipei with an effective and neces- 
sary deterrent to any Chinese military mis- 


adventures; contributed to the mainte- 


nance of peace, security and stability in 


the western Pacific, and promoted :a | 
foreign policy that is in the best interests of 


the US and allits free world allies. 
Peking and its friends know this, but 
have: done everything in their.power to 
preclude the sales; because they recognise 
that high-performance aircraft in the 
hands of Taiwan's Air Defence Command 
could make the forcible “communisation” 
of Taiwan prohibitively expensive. Peking 
also knows that the people of Taiwan wish 
to maintain their political, economic, and 
social systems, and have.no intention of 
negotiating away their freedom in ex- 
change for promises of autonomy, similar 
Ао those accepted by the people of Tibet, 
as a prelude to their subjugation. 
Consequently, Peking has targeted its 
attack on the US Government. If it can 


| continue to prevent the ‘sale of advanced 


armaments, Taiwan will become progres- 
sively weaker over the пех буе yea 
third of the present combat aircraft inv 
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position not only t demand su 


it also.to enforce the demand by | 


ry action that is cost-effective. 
In view of American lack of resolve in 
a and. Washington's present military 
nd political disposition, one would 
yebe led to conclude that the. US 
ild respond with force of arms if Pe- 
g were to initiate military. action 
inst Taiwan. More likely, as James Lil- 
prior to his assignment as director of 
merican Institute in Taiwan, 
not so jokingly remarked. in re- 
to a comment that, if the US can- 
ack up its allies, it would not have any 
4 from the People’s Republic of 
за or any Other nation: "You mean 
tif they invade Taiwan we will cut off 

heat sales to them." 

many years, the. US has attempted 
ncourage its reluctant West European 
apanese allies to build up their mili- 
ry strength as a deterrent to communist 
ansion, and yet when Taiwansought to 
ase improved fighters, the purchase 
not only denied but the US sub- 
uently went so farasto promise Peking 


urther limit arms sales, with the net ef- 


naking Taiwan even less capable of 

g for its own defence against fu- 
communist aggression. 

is. à result of these unfortunate deci- 

s; the US has given its allies in Asia, 

ope and the Middle.East cause to 

т seriously . American. commit- 

nts during аййагү or political crises. 

the US policy. towards Taiwan sim- 

r reflect future common practices of sac- 

ficing the interests or the survival of US 

es when faced with communist brink- 

hip? Qnly time will tell. Шш 





The video: cassette plus: the proliferation 


By Frieda Koh 
Kuala Lumpur: As Malaysia seeks a 


niche іп. higher-technology industries; it | 


may discover that at least one high- 
technology product is not conducive to its 
political.and social objectives. The growth 


Jof the video-cassette industry is posing a 


number of serious problems for informa- 
tion, censorship. and media authorities, 
and these have become so far-reaching in 
their implications that Information Minis- 
ter Adib Adam was recently forced to de- 
clare that the government would take 
measures, such as increased taxes, to dis- 
courage ownership of video-cassette re- 
corders (VCRs). 

According to government statistics, im- 
ports of VCRs rose from 2,800 units worth 
M$4.8 million (US$2.05 million) in 1979 
to 31,000 worth. M$37.6 million in 1980. 
Last year, imports rose to 46,000. units 
worth M$59- million and in the first four 
months of this year alone exceeded 
12,800 units. Моге than half the total of 
recorded cassettes-are thought to origi- 
nate from Hongkong, while an estimated 
three-quarters of VCR viewers. are 


| thought to be Chinese. This poses a di- 


lemma for the government's national inte- 
gration policy, pushed through TV and 
radio throughout the past decade, to unify 
the races through a common language, 
Malay. 

Although private research shows that 
only 15% of the population watched any. 
cassette programmes at all last year com- 
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| tapes has some government leaders in S 


pared with 9: 
ment offici 
Chinese 


dence. points to 
ngly preferring 
programmes to 
hours of Malay- 
including: Muslim . but Pow 


corded from modern: Hongkong TV pro- 
grammes and films... 
The authorities are in a dilemma be- 
1 tle they can do to stem the 
influx of VCR films from overseas. Onthe 
ofher hand they cannot make TV-viewing 
attractive to Chinese speakers without 
compromising. their national: integration 
objectives: Furthermore, the authorities 
recognise that unless they can encourage 
the Chinese-speaking. audience to watch 
local TV programmes, much if not all their 
efforts at tegration will come to nought. 


he. compromi : solution, which 15 

backed by a growing number of govern- 
ment leaders, is to increase the hours for 
non-Malay-language: programmes which 
essentially сопусу: ideas the government 
wants to get across to the nation. Govern- 
ment officials say any shift towards more 
non-Malay-language programmes would 
have to take place subtly in order not to of- 
fend Malay-language chauvinists. 

But taking the VCR audience as а 
whole, it is also evident that viewers of all 
races are watching VCRs more. Again, a 
private survey shows.that viewers prefer 
Western films on TV to local programmes 
and documentarie out 40% of video- 
cassettes available in t untry are Eng- 
lish-language films, and thes UC 
watched by all races. .. 

Apart from a small fall in revenu: 
government-owned radio. and net- 
work, Radio-Television Malaysia (RTM): 
— which has always operated at а loss 

indicati е government's line 
ate as well as.enter- 

rnment is clearly 

ffectiveness as an 


e long term. 
at many if not 
lable have not 





Adib: a measure of discouragement. 





to be the most objectionable.in their de- 
piction of violence and sexual scenes — it 
is known that there are a considerable 
number of hard-core pornographic films 
in circulation. 

Faced with the impossibility of prevent- 
ing smuggling altogether, the authorities 
are planning to screen better — more re- 
cent and more expensive — Western films 
with advertisements during the showings 
to help defray costs, something untried in 
Malaysia, but planned to start by the end 
of the year, according to RTM officials. 
The government is also considering rais- 
ing taxes on VCR imports, but these 
would only aid the marketing of locally 
produced VCRs, which will become avail- 

able next year. 

' . Government officials are not the only 
people worried about the advent of the 
VCRs. Cinema-owners and Hongkong 
film producers are concerned that 
Chinese-language films are being illegally 
recorded from Hongkong TV and circu- 
lated in Malaysia, Singapore and Brunei 
immediately after they are released in the 
colony. There are complaints that cinema 
audiences have dwindled as a result, 
though no statistics are available. 

VCR viewers, and probably the popula- 
tion at large, are meanwhile pleased that 
TV authorities are being jolted into up- 
grading the quality of their presentations. 

Across the Causeway in Singapore, 
VCR viewing is far more widespread. A 
private study showed that last year, 43% 
of women (over 15) and 50% of men (over 
15) had watched cassette films. Some 190 
companies recently applied for licences to 
operate libraries, import or record tapes. 
Rental of a cassette for three days costs as 
little as S$3 (US$1.4), plus a deposit of 
about S$50 for the cassette. 

Again, most of the cassettes originate in 
Hongkong, and indeed a good many are 
smuggled into Malaysia from Singapore. 
In view of the overwhelming Chinese 
population of Singapore, authorities are 
not so concerned over the proliferation of 
Chinese-language cassettes as they are 
over uncensored' Western cassettes. The 
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fter 29 years, Peking, through its 

Washington embassy, has at last 
acknowledged in writing the seizure by a 
Chinese gunboat of a Hongkong yacht 
on March 21, 1953, but claims that the 
seizure was inside Chinese territorial 
waters and denies responsibility for il- 
legal action. 

The yacht was the classy, Shanghai- 
built, 20-year-old, 42-ft cutter Kert, 
which my correspondent-mate from the 
Korean War, Dick Applegate (RIP), 
had bought from its builder, who had 
moved to Hongkong, for US$50,000 in 
1953. He had then resigned from United 
Press and, with two American friends 
(Don Dixon and Ben Kraser, a mer- 
chant marine skipper), planned to sail 
around the world on a TV-filming mis- 
sion for his new boss, NBC. 

On its maiden cruise to Macau, Kert 
was seized by the Chinese gunboat and 
Dick and his companions were dragged 
into a Canton prison for 18 months, with 
eight months in solitary confinement. 

Dick has recorded — and his charming 
widow, Barbara, has reiterated in the 
prolonged but still-frustrated appeal to 
the United States Foreign Claims Settle- 
ment Commission (FCSC) in Washing- 
ton — how the Chinese tried to force him 
to admit that Kert had trespassed into 
Chinese waters, indicating a near-coast 
location on their charts as the point of 
seizure (which proved that they then ac- 
cepted the three-mile limit.) 

Dick, Dixon and Kraser stuck stub- 
bornly to their case that the point of 
seizure was in interna- 
tional waters. At last re- 
leased, they crossed the 
border into Hongkong in 
September 1954. But the 
Chinese kept Kert in 
Canton, where it was 
regularly operated (may- 
be not now) as a customs 
launch. 

Since then and since 
Dick's death in February 
1979, Barbara and her 
lawyers have maintained 
a claim for the initial cost 
of the yacht plus annual 
compound interest at 
676, now representing a 
total of US$227,500. Let 
it be stressed here that 
the Applegate legal 
claim was given imme- 
diate and sympathetic 
audience by Zhou Enlai, 
then China's foreign 
minister, when, aboard 
Prince Norodom Sihan- 
ouk's yacht on the Tonle 
Sap river in Cambodia on 
November 27, 1956, he 
was told. details of the 
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piracy by foreign-devil correspondents. 
Zhou admitted that he had not been in- 
formed of the incident and characteristi- 
cally promised that Kert would be re- 
turned to any Asian port of Dick's choice. 

But nothing happened. Dick went to 
live in retirement in Spain in 1966 and, 
alas, did not learn that the FCSC was 
then accepting claims for property taken 
by the Chinese. When he returned to 
New York in 1968, he was told that the 
application should have been made ear- 
lier. Dick shrugged. 

But Barbara — good luck to her! — 
has kept on fighting. With top legal ad- 
visers, she wrote to the Chinese Em- 
bassy in Washington, and personally 
also to Deng Xiaoping (apostle of honest 
non-Maoist justice) and Madame Zhou 
(who should surely have tried to imple- - 
ment her husband's pledge). 

Now, at long last, Barbara has been 
granted a response, unsigned, from the 
Chinese Embassy in Washington: *Dear 
Mrs Applegate: . . . The yacht was con- 
fiscated because it entered the territorial 
waters of China in times of the Korean 
War. Therefore, we cannot give consid- 
eration to returning it. Your understand- 
ing would be greatly appreciated. With 

_ kind regards." 

No acknowledgment from Deng or 
Madame Zhou. So what can Barbara 
Applegate do? She won't give up. There 
could perhaps be a “lobbying” venture 
for an Act of Congress "for the relief of 
the estate of Richard Applegate," which 
could appeal to both Democrats and Re- 

publicans in a non-party 
move to correct the tech- 
nicality of the FCSC re- 
fusal to accept a delayed 
application. Surely the 
more publicity the case 
gets, the more pressure— 
direct and indirect — 
there would be оп the 
FCSC, which already has 
a fat file on the unpre- 
cedented claim. 

Another alternative — 
seeking direct US action 
through a federal district 
court — could take years 
of argument and involve 
a fortune in legal fees. 

Anyway, Zhou must be 
now spinning in his grave 
over the non-fulfilment 
of his 1956 pledge. And 
Deng could certainly use 
the Applegate case to 
demonstrate his honest 
and judicial "correction" 
of past errors. Per- 
haps he never got that 
letter from Barbara. Let 
us hope he reads the 
REVIEW. 
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ften stressed the virtues of reading. One 
t study showed that one out of five 
ouseholds in Singapore owned.a VCR, 
two-thirds of owners had bought 
| in the past year. In the 12 
up to April, Singaporeans bought 
'CRs compared with 28,000 in the 
12 months. 
overnment-owned Singapore 
sting Corp. (SBC) does not seem 
d that an estimated 45% of the 
low watches less TV, prefer- 
However, the VCR industry 
egate at least one of the SBC's con- 
rsial policies, that of phasing out 
е dialect films early this year — by 
ng them in Mandarin — to encour- 
peaking of Mandarin. The survey 














“recent video show in Can- 


Whalley writes trom Brunei: In 
a's two Borneo states of Sabah 
arawak the problem is even more 
ce TV viewers are restricted to 
° almost totally Malay-language 
el — though a second channel is 
iled to be on the air from Peninsular 
by the end of the year. Viewers 
border with Brunei are alit- 
rtunate in that they can pick up 
elevision Brunei. broadcasts if 
с an adapted aerial: Brunei view- 
pick up Malaysian TV from 

ak transmitters: | 





But in Sabah, Sarawak and Brunei, 


re rapidly becoming an essential, 
icularly inthe oil-rich towns of Kuala 
it.and Seria at the western end of 
and Miri in Sarawak. Although no 
ures are available on the number of. 
ts їп use in Sarawak — ny 
ggled in “along. jungle ‘tracks. from 
nei — itis estimated that one family in 
rin the urban areas of Brunei has a 
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ave been through.a censorship process 
use of the vast numbers of tapesarriv- 
in Brunei every. month, though most 
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By Salamat Ali 
New Delhi: “This nation has a date with 


tragedy and how sad that some of us like" 


characters in a Greek tragedy are inexora- 
bly: marching towards that end." The 
speaker is Maneka Gandhi, widow of San- 
jay Gandhi, decrying the state of the-In- 
dian union. Six months ago when she was 
expelled from Prime Minister Indira Gan- 
dhi's. official residence, the younger:Mrs 
Gandhi denied that she had any political 
ambitions. Today she is out to form a poli- 
tical movement to rival her mother-in- 
law's ruling Congress party. 

Six months ago she proclaimed herloy- 


alty to her husband's family and described | 


her ousting asthe work of Mrs Gandhi's 
petulance; now, though her comments are 
coloured by domestic bitterness; her barbs 
at Mrs Gandhi are openly political. = 
While the sight ofa hapless widow being 
turned out of her home on a cold night 
with an infant son-in her arms elicited a 


-good deal of sympathy at the time, few be- 


lieved Maneka's protestations that. she 
was an aggrieved innocent, the.jockeying 
for power within-the: family having been 
all too evident. : 

: The rift between Mrs Gandhi-and her 
daughter-in-law came into the open with 
Sanjay's death in ап aircrash in June 1980. 
Sanjay, whose-careér had seen a meteoric 
rise sinee the mid-1970s; had become the 


-Second most powerful person in the govern- 


ment and the ruling party, with a host of 
fanatically loyal followers. Although only 
a junior MP he was seen as the heir-appa- 











‚ rent to Mrs Gandhi. With Sanjay gone 


Mrs Gandhi chose her elder son, Rajiv, as 
her- political confidante. Rajiv. began 
building up his own group of advisers and 
the centre of power in the Gandhi family 
shifted away from the followers of Sanjay 
and Мапека. i 

Hard-core Sanjay followers led by Man- 
€ka staged their first act of.open defiance 
in March when the widow presided over a 
conference to discuss her late husband's 
political platform (REVIEW, Apr. 9). Hav- 
ing given ир on:any reconciliation with 
Mrs Gandhi, Maneka called a press con- 
Ѓегепсе оп August 25, her 26th birthday, 
to-announce formally her intention іо 
launch a political party, which is yet to be 
named. 
She declared that two Congress MPs 


had defected to her, but within hours of 















to have rejoined the Congress. Com: 
pounding the bizarre game of defections, 
of the two switched loyalties again and 
Maneka's fold. Meanwhile, 
ers claimed the. support of sev- 
nnamed Congress dissident leaders. 
ho, they said, would 
enly from October. 
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on trial 


Death sentences on two 
Tamil Tigers raise questions 
about а terrorism law 


By Salamat Ali 
Colombo: Hearing the death sentence 
pronounced against him by a Colombo 


court, Kuttimani, one of the leaders of 
the secessionist Tamil Tigers movement, 
startled the judge with a request for per- 
mission to donate his eyes to someone 
“so that even after my death, my eyes 
may see the birth of eelam [the Tamil na- 
tion]." Kuttimani, along with another 
secessionist, J , Was sen- 
tenced to death on August 13 for killing a 
Jaffna police officer in 1979. 

The two death sentences mark a high 
point in the continuing Sri Lankan 
crackdown on the Tigers. The two con- 
demned men have a right to appeal to 


, 
thalingam, has said Kuttimani's request 
has to be considered after taking the legal 
implications of a condemned man's candi- 
dature into account. 

Tamil Nadu had its own secessionist 
movement until the Dravida Munnetra 
Kazhagam (DMK), which led it, gave up 
this goal in the early 1960s and settled for a 
vague demand for greater autonomy for 
the state. Ramachandran was in the 
DMK until he broke off to form the 
AIADMK in 1972. Although seces- 
sionism petered out into separatism 
in Tamil Nadu, Sri Lanka's Tamil 
minority movements looked to the 
larger nationalism across the narrow 
straits for sympathy and support, 
which was forthcoming in good mea- 
sure. 

Last year, after the August flare- 
up of communal violence in Sri 
Lanka, Jayewardene said the Tigers, 
à youth organisation formally ban- 
ned since 1977, operated from 
sanctuaries in India. It was well 
known that Tigers, wanted on seri- 
ous charges at home, slipped in and 
out of India (a two-hour run in a 
small boat) at will; bank robberies 
and smuggling kept them in funds. 

The issue came into close focus in 
May when two armed Tigers, 
Prabhakaran and  Sivakumaran, 
spotted factional rivals Uma Mahes- 


the Supreme Court and then to the presi- 
dent, without whose specific sanction 
executions cannot be carried out. 

Lawyers in Colombo are highly criti- 
cal of the Prevention of Terrorism Act, 
which has many provisions derived from 
South African laws. They argue that 
even during the  anti-communist 
emergency in Malaya every accused per- 
son had to be cautioned against in- 
criminating himself. The Sri Lankan law 
does not have such a provision. And 
though Sri Lanka is a signatory to the in- 
ternational covenant on civil and politi- 
cal rights framed by the Human Rights 
Commission of the United Nations, 
which recommends the abolition of the 
death sentence, Sri Lanka retains capital 
punishment. Possibly for that reason, at 
the July 19 Colombo meeting of the 
UN'shu body, host Sri Lanka 
did not submit its report on the local im- 
plementation of the covenant. 

Specific objections against the two 
men's trial include the argument that 
while the law on terrorism was enacted 
in July 1979, the alleged crime occurred 
on March 21, 1979. The Tigers were 


each carried a big price on his head. 

But their arrest and the possibility of 
their extradition became an emotional po- 
litical issue in Tamil Nadu. Political par- 
ties demanded that Tigers operating from 
India should be treated as political re- 
fugees and none (including those held) 
should be extradited. Even pan-Indian 
parties professing opposition to Tamil 





Kuttimani and Jagannathan: an emotional issue 





waran and Jyothilingam outside a 
cafe in Madras and tried to gun them 
down. Police grabbed them. “The Tigers 
have been tamed,” Jayewardene said in 
Colombo and the Sri Lankan police were 
elated at the holding of the Tigers. Mahes- 
waran, sought in connection with nine 
murders and a Rs 27 million (US$1.3 
million) bank robbery, was the kingpin of 
the movement. Prabhakaran was wanted 
for 18 murders and two bank robberies; 


separatism, such as the two communist 
parties and the Congress party, jumped on 
the bandwagon. Sensing the mood, New 
Delhi did not seem very keen on extradit- 
ing the arrested Tigers while Sri Lanka, 
which had initially wanted them, said that 
no formal request for extradition had been 
made. 

Tamil Nadu police know of at least 200 
Tigers who have entered India illegally — 


originally charged under the terrorism 


law. 

Another is that for the first 
time in the judicial history of Sri Lanka, 
the confessions of the accused were ad- 


mitted as 


Jagannathan had his hand fractured dur- 
ing interrogation. Some defence wit- 
nesses, including parents of the two ac- 
cused, swore that they saw them bleed- 
ing. But after the evidence, 

trial judge Tudor de Alwis ruled: “The 
En EDO UI M Te de 
fence is a figment of imagination." 

The two condemned men are also 
likely to stand trial on other charges 
pending against them. Kuttimani is ac- 
cused of 18 murders. However, he and 
his associate are unlikely to go to the gal- 
lows if President Junius Jayewardene is 
re-elected in October. Since he became 
president in 1978, Jayewardene has not 
approved any hangings, priding himself 
on being a merciful man. 





some of them armed — yet they ignore 
their activities because they are aimed at 
another country. Police admit that had the 
shooting incident not occurred, there 
would have been no need for them to act. 
It is clear now that the state government is 
not keen on prosecuting the Tigers, 
though they have been formally charged. 
The chief minister told the state assembly 
that they had been held and re- 
manded in custody solely to protect 
them. The state government did not 
want to punish them or help their ex- 
tradition. 

It is a game of political one-up- 
manship. Ramachandran's. oppo- 
nents had charged his government 
with lack of sympathy for the Sri 
Lankan Tamil cause and he was 
under pressure to prove he and his 
party were not lukewarm on the 
issue. Sri Lanka should have fewer 
illusions now. It thought it could 
have the arrested Tigers extradited 
after they had been tried on local 
charges first. But it is clear that the 
trial will never be completed. It also 
handed India a dossier on other Ti- 
gers in Tamil Nadu, in the hope that 
the state police would capture and 
extradite them. 

The Tigers have not yet become 
an open bilateral issue. but India, 
with its own crop of secessionist pro- 
blems, needs to be.aware of the long- 
term implications. Observers cite the 
example last year of Pakistan, which, after 
seizing Khalistan activist hijackers of an 
Indian Airlines flight in Lahore, said it 
would put them on trial (REVIEW, Oct. 9, 
'81); so far nothing has been heard from 
Pakistan about that trial. India is there- 
fore unable to ignore the Tamil sentiment 
at home and in the process its relations with 
Sri Lanka are slowly becoming soured. 


SEPTEMBER 24, 1982 e FAR EASTERN ECONOMIC REVIEW 


WE JIJ RS RR 
]Aerchant Banking 82 


Many banks 
wish they'd 
never left home 


By Paul Myners in Hongkong 


«If I owe US$1 million, then I am lost. But if I owe US$50 
billion, the bankers are lost.9 
— Celso Ming (Brazilian economist) 


~ enuine concern is now being expressed about the capa- 
| city of commercial banks to sustain the borrowing re- 

E quirements of less developed countries (LDCs) in a man- 
ner that does not place the international banking system at risk. 

The external long-term debt of LDCs has grown from US$87 
billion to US$524 billion in the decade to end-1981 and risks are 
highly concentrated: 13 countries absorbed more than two- 
thirds of the increase while the 24 largest United States banks ac- 
counted for 83% of total commercial bank exposure to LDCs, 
amounting to 1.8 times their capital funds. 

LDC debt-service ratios — annual interest and principal pay- 
ments as a percentage of exports — have risen sharply from 13% 
in 1971 to 21% in 1981. Other indicators of the ability of LDCs to 
repay their debts have also deteriorated. The Financial Times 
reported in July that a confidential Bank for International Set- 
tlements (BIS) paper had suggested that US$200 billion of out- 
standing international debt is of dubious quality. 

Notwithstanding this, banks may have little alternative but to 
accommodate LDC requests for fresh loans to finance interest 
and rescheduled timetables for principal repayment. 

A recent study for the Overseas Development Council chart- 
ed the increase in LDC debt-rescheduling activity. Between 
1975 and 1980 there were 16 official debt renegotiations for nine 
countries involving debts of US$9 billion. In the previous 18 
years there had been 30 such negotiations for 11 countries but in- 
volving debts of only US$7 billion. 

The payment of interest in arrears, an early warning signal, 
points to more problems ahead. In 1974 only three countries 
were in arrears in their (external) debts to the amount of 
US$500 million. The figure is now in excess of US$6.5 billion 
from 25 countries. Many commercial banks are beginning to 
wish they had never left home. 

For the banking sector LDC problems come at a time when 
their corporate and private-sector customers also appear to re- 
quire increasing support. The list of well-known commercial 
names in difficulties — the International Harvesters and AEG- 
Telefunkens — are but the tip of the problem. The ratio of the US 
corporate sector's financial assets to short-term liabilities has 
fallen to 3896, its lowest for 40 years. Balance-sheet debt was 
140% of equity in 1981, having not reached 100% until 1972. 
The ratio of short-term to total debt at 43% is another all-time 
high. 

The problems currently experienced by LDCs are of a more 
fundamental nature than a conventional banker/borrower re- 


Paul Myners is a director of N. M. Rothschild & Sons Ltd and chair- 
man of the Hongkong Deposit-Taking Companies Association. This 
article presents a personal view. 
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WORLD BANK YOSEF HADAR 


Loan-tapping is harder now. 





lationship. The present position of commercial banks must be 
examined in this context. 

World liquidity and bank lending increased rapidly during the 
late 1960s and 1970s as a result of escalating US trade deficits, 
the abandonment of fixed exchange rates, growth of the 
Euromarkets and larger government budget deficits. 

The oil crises saw commercial banks thrust into the role of inter- 
mediaries between Opec surpluses and the Organisation of 
Economic Cooperation and Development (OECD) and LDC 
deficits. The unwillingness of Western governments to tolerate 
large deficits for long and their consequent deflationary policies 
resulted in the direction of lending shifting towards LDCs 
through recycling. The resultant ability of these countries to 
continue importing undoubtedly softened the impact of reces- 
sion in the West. As LDCs merely borrowed money, often at 
non-concessionary rates of interest, OECD sacrificed little in 
return. 


ther factors contributing to the particularly high propen- 
О to borrow by LDCs included their relatively inflex- 
ible demand for funds as a result of economic rigidity. 
The World Bank's recent Annual World Development Report 
suggested that this trend towards increased vulnerability re- 
mains in place. 
Falling capital ratios served to facilitate increased commer- 
cial bank lending to LDCs. Indeed competition demanded that, 


E JA 


NG KONG 


ising inve Mors at Puy 
rnational Finance Limited! 


Good financial strategy 
demands a bank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 
Fuji Bank, through its ever expanding international network, 
is more than able to assist you with strategically located branches, 
agencies, representative offices, subsidiaries and affiliates throughout 
the financial capitals of the world with assets of more than 
87 billion U.S. dollars. 
Talk to our international staff. They're well prepared 
to offer you diversified financial services and 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


A FUJI BANK 


Tokyo, Japan 


Fuji Bank's Overseas Network 

Hongkong . Singapore · Seoul - Jakarta · Manila - Bangkok Kuala Lumpur - Sydney - Melbourne 
New York · Chicago - Las Angeles - Houston - Seattle - San Francisco · Toronto - Mexico - Sao Paulo 
Bahrain · Tehran - London · Düsseldort - Zurich Luxembourg · Paris - Madrid 


independence Malfument in Mexico City 
Fuji Bank's Representative Office 
in the center background 

< х чыла: 











and those in liberal Jurisdictions. are able to operate with.capital 
ratios far below those acceptable elsewhere. This obliged other 
banks to compete by lowering their solvency ratios. 

There is little doubt that the personnel management policies 
of banks, involving frequent redeployment of loan officers, also 
contributed towards the rush for assets. The job life- -expectancy 
of an international lending banker before he moves to a new 
position is probably less than five years. The job-life of a finance 


minister in a non-oil LDC may be even shorter. The interests of 


both met in the sovereign-debt market. 

_ The primary role of Western governments in permitting these 
trends must not be forgotten. This. has been dramatically illus- 
trated during the past three years when the adoption of 
monetarism — and its attendant willingness to accept previously 
unthinkable levels of unemployment — has further upset the 
economic balance between developed and developing nations. 

The resulting record levels of interest rates, economic depres- 
Pim and collapsing commodity prices have crippled LDC cash 

lows. 

The American Express Bank has estimated that of the US$20 
billion rise in interest payments by Latin American countries on 
bank credit in 1981, US$13 billion could be attributed to higher 
interest rates and only US$7 billion to increased debt. 

|... To compound the problem, while pearly all private loans to 
LDCs in 1971 were at fixed rates of interest, now over 75% are at 
floating rates. The United Nations. Conference on Trade and 
Development has calculated that a 1% fall in interest rates saves 
LDCs US$2 billion per annum. 


While OECD countries, led by the US, remain committed to | 


policies which give priority to reducing inflation, even at the cost 
of depressed economies, there can be little immediate prospect 
for improved economic performance in those countries primar- 
ily dependent upon raw material exports. 

Thus, a marked change in economic philosophy would be re- 
quired to allow the expansion in lending needed to give LDCs 
much-needed breathing space. This would involve acceptance 


by OECD that such funds will be deployed in a constructive 
manner by LDCs and thus repaid. Herein lies the стих of the mat- ~ 


ter. Given constraints of government monetary policy, how- 
ever, what can commercial banks do to improve their lot? 

The one option not open to lending banks asa group is to cut 

and run. Although some 4576 of LDC debt has a maturity of less 
than 12 months it is inconceivable that even a tenth of this could 
be repaid save from the proceeds of new loans. 

Yet the fear exists that some banks may not be accommodat- 
ing. Kit McMahon, deputy governor of the Bank of England, 
has warned that refusal of requests for new credit and the termi- 
nation of existing ines as they mature could  ,, 
precipitate the very difficulties which banks 
are trying to escape. He notes: "Action by a 

_ single bank taken inits narrow interests can 
easily prove detrimental not only to its own 
longer-term interest, but also to the in- 


* 54 about contributing additional capital 
terests of the wider banking community." e The Greenbacks 56 World Bank and its sister banks, or re 
BIS chairman Fritz Leutwiler has also e DTCs 57 their leverage ratios. Paralleling this 
warned of the danger in exposing borrowing e Gold 59 difficulty supranational agencie 
countries to too.sharp an adjustment. e. Japan periencing in raising fixed rate func 

These cautionary remarks һауе been The boundaries 65 The developed world.is not helpin, 


prompted by evidence that banks are al- FX 


ready taking in the welcome mat. BIS's first e China 68 bilateral aid is being extended to th 
quarter 1982 report noted a "sharp decline € South Korea 70 nor can an inclination towards ‘pr 
in the growth of credit to developing coun- e. Taiwan 71 tionism in the West be regarded as i 
tries that are not members of Opec’. . . it e india 81 structive gesture at this point. 

seems likely that banks are becoming more . € Thailand 82 If is difficult to: avoid the conci 
selective in their lending policies.” Morere- © Malaysia 84 however, that the single most import 
cent figures from Morgan Guaranty indi- ©- Indonesia 86 quirement of investors, borrowers and 
cate that the trend is gaining momentum. € Singapore 93 ders is that real interest rates shou 
Both studies noted that where new facilities 9 Philippines = down and economic activity pick i 

were extended it was for shorter maturities. M Pone - 98 the only realistic way in which 










Morgan. Guaranty warns that this could 
worsen the external payments difficulties of 
LDCs and the attendant credi risk. 









light of the recent forced shortening of 















































dit pursued bya 
with respect to individual countries it could forct 
ers to adjust too rapidly: the consequent reducti 
could have a cumulative: depressive effect. c 
nomy. It was this danger that was stres: 
General Agreement on Tariffs and Tra 

Nevertheless, individual banks faced 
scheduling have much to gain from in 
response among themselves and deve pi 
with supranational agencies. 


S a first step in this process, 
Amis the procedures used | 
bank sovereign debt. One cannot avoi 
that the present mechanism is ad hoc. Commer. 
the Paris Club (which coordinates government-to- 
reschedulings) willonly reschedule one 
suspicion and more cooperation among cr 
tate the development of constructiv 
commodating to the realities of the 
tion. 

Allied to the need förta a more 







































has happened since po to improve th 
deficiency is the absence of reliable figu 
foreign non-bank creditors and to 
covered by BIS. This omission is all 


Formalised rescheduling proce 
will not; however; cure the root ca 
only be "placed on a sound footing thro: 
and lower interest rates which are outside the scope o 
of individual commercial banks: 

In the interim, supranational agencies must take 
for there is an urgent need to supplement sources 
ment capital — the role which commercial banks ado; 
1970s despite being manifestly unsuited for the task. 

The International Monetary Fund, World Bank a 
loan affiliate the International. Development Assoc 
the various regional development banks, including th 
Development Bank, will face increasing calls for as 
Supranational development banks presently accoun 
7% of the total flow of resources to developing countr 
must increase as they are the only institutions able 
the required long-term funds at fixed rates of interest sup) 
by a range of advisory facilities capable of assisting bört 
nations. : i 
Even here, and again asa resulto] 
money policies, the prospects are 
couraging. A number of OECD count 
led by the US, are far from епи 
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eah Cheng Hye in Hongkong 
sia-Pacific region, with its concentration of better- 
ff developing countries, has weathered the difficult 
ituation in world capital markets comparatively well. But 
ire that here, as elsewhere, bankers are applving greater 
1 arid looking to charge more for their loans, as well as re- 
aturities. 

ding to.a recently published analysis from Chase Man- 
"Bank, less developed countries (LDCs) in the region gen- 
y have still been able to secure advantageous terms fortheir 
as been the case even as inter- 








not expected US§2 
against last year's US$3 billion: Indeed, the country’s BE 
needs have declined. 

With Malaysia — a prime borrower whose needs have in- 
creased because of the slump in commodities prices — there is 
some indication of a stiffening of credit terms. The recent 
US$1.1 billion loan advanced to Kuala Lumpur by a consortium 
of banks, for example, carried terms which made the borrowing 
more expensive than previous such exercises over the past 18 
months (REVIEW, June 18). 

The odd man out among major LDC borrowers in East and 
Southeast Asia is the Philippines. In a worldwide survey of cre- 
ditworthiness in March, the New York-based Institutional In- 
vestor commented: “With a débt-service ratio approaching 20% 
and many bankers close to their country limits on the Philip- 
pines, future commitments may well be harder to come by.” 

The World Bank has told Manila it must undertake major 
economic reforms or face the prospect of a drying-up of foreign 
privately sourced capital over the next few years (REVIEW, July 
16). Indeed, the Philippines was placed 62nd in Institutional In- 
vestor's survey of the creditworthiness of 105 countries, both de- 
veloped and developing. All other major borrowers in the re- 

























































I banks pull back from Latin America 
pose a virtual freeze on the flow of fresh 
Eastern Europe. 
uis Louvet, Hongkong-based president of 
European banking consortium Inter- Alpha 
; said: "I feel that we are lucky to be in this 
of the world, rather than to have to deal 
the Eastern countries of Europe . . . or cer- 
atin American countries." 
eed some analysts have argued that the 
k in lending to LDCs elsewhere has bene- 
East and Southeast Asian countries, whose 
itWorthiness generally has been maintained. 
ory is that a good portion of the funds 
vailable by the cutbacks will be channcl- 


res from the Bank for International Set- 
nts point to the favourable position of East 
outheast Asian borrowers. In the second 
of 1981, these borrowers were able to line up 
tional. US$1.4 billion in undrawn loans 
ments which could be. used to meet 
g requirements in 1982. Latin American 
‘European states, on the other hand, 
d declines in the level of such commit- 
available to them. | 

ing to figures from Morgan Guaranty, 
ncrease was recorded in the flow of publi- 
nk credits to the five largest LDC bor- 
he region during the first half of 1982, 
vith the same 1981 period: South 
‘Malaysia, the Philippines, Taiwan and 
ia secured US$4.16 billion compared to 
4 billion in the year-ago period. 
evertheless, it is evident that two major 
n borrowers, the Philippines and Taiwan, 
astically : scaled down their borrowing over 
ату-Јипе 1982, recording decreases of 53% 
62% respectively. The major new force in 
ial borrowing is Malaysia, which recorded 
o. increase. In other words, significant 
ave taken place in the regional borrowing 


biggest LDC borrower, South Korea, 

improved its standing significantly since the 
urbulent months following the assassination of 
hen president Park Chung Hee in October 
79. The country's total external debt — an es- 
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ted US$32.5 billion as of end-1981 — is be- . 












MAJOR ASIAN BORROWERS 


(How much they raised through publicised bank credits) 





(USS million) 


South Korea 
Malaysia 
Philippines 
Taiwan 
Indonesia 









(Brazil and Mexico, the world's two biggest LDC borrowers, included 
for comparison) 


Brazil 6.278 8 5,751 2495 2,550 
Mexicó 8,243 5.971 7,530 7,297 4,974 
Source: Morgan Guaranty 


gion ranked among the top 50 with Singapore, Hongkong and 
Malaysia among the top 20. 

Notwithstanding the banks' enthusiasm for business in Asia 
generally, there are indications of a more selective approach on 
their part. For example, it has become harder to put together a 
syndicate of lending banks. The reason has to do with the front- 
end fee — equivalent to, say, 0.5% of the total loan — usually 
paid by a borrower as a flat fee to the group of lending banks on 
top of interest payments. When the fee is split, a disproportion- 
ate share goes to the lead manager: hence the increased reluc- 
tance of banks to join syndicates as ordinary participants at a 
time when many are complaining that the rewards of interna- 
tional lending are not commensurate with the risks. 

Competition for the leader's role has become so intense that, 
according to one source, certain recent transactions involving 
South Korea, Thailand, the Philippines and Papua New Guinea 
did not go smoothly because lead managers of the loans involved 
had problems persuading banks to sign up as ordinary partici- 
pants. 

“The name of the game now is to be a leader, not a follower,” 




















said Malcolm Hanney, a senior manager at Wardley based in 
Hongkong. The development reflects a common complaint 
among bankers that they have-pared margins to the bone and 
charges for loans have to go up. 

Banks have also responded to changing conditions in the mar- 
ket by introducing sophisticated new instruments to Asia that 
provide an alternative to syndicated loans. For example, re- 
cently Malaysia and Indonesia each made a large issue of float- 
ing-rate notes (FRNs), both bearing interest of 0.25% over 
the London inter-bank offered rate. For the managing banks the 
attraction is that they could hope to sell these bonds to investors, 
thereby earning fees without having to tie up their assets. But 
generally, banks still end up holding a high proportion of the 
FRNs because investors are wary of buying them. 

As elsewhere, bankers in Asia these days are putting ins . 
creased emphasis on fee-based activities — banking services for 
which a fee is charged — which, as against loan syndication, pro- 
vide attractive returns without the necessity for the banks to put 
their funds at risk. 

During a recent trip to Hongkong, president Walter Shipley 
of the New York-based Chemical Bank harped on the attrac- 
tions of "brain-powered, value-added services," referring to 
such fee-based activities as providing financial expertise to cor- 
porations and governments, foreign-exchange services, invest- 
ment management and cash management in which help is given 
to companies to keep track of their cash-flow and protect them 
from foreign-exchange risks. But it would not be easy for new- 
comers to muscle into such businesses since they would be up 
against long-established institutions. 

Overall it is clear that, even if the Asia-Pacific area has coped 
relatively well so far, it cannot insulate itself from the pressures 
building up in the world's capital markets. The global system for 
recycling surplus funds is so intricately inter-linked that a break- 
down in one part would disrupt the entire machine. 
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THE GREENBACKS 


Cloudy crystal balls — as always 


By A Correspondent 

uring the first seven months of 1982, movements of 
D States dollar interest and exchange rates 

severely tested the reputations of economic forecas- 
ters. Interest rates remained high and stable, against pre- 
dictions that they would either fall or rise dramatically; the 
dollar continued to climb steadily in value against other 
major currencies, despite the general opinion that it was al- 
ready over-valued in purchasing power terms. 

That period now seems to have ended. At any rate, short- 
term interest rates have broken rapidly downwards and the 
dollar's upward march has been at least interrupted, though 
its value remains at a high level. With the advantage of 
hindsight, can we draw any lessons from events so far this 
year? 

A first point: during the early months of the year, high 
dollar-interest rates and a strong dollar were often taken to 
be tightly related. The dollar was said to be strong because 
interest rates were high. In retrospect, this now seems to 
have been too simple a view. The markets for dollars — as 
exchange — and for credit are related but not linked in any 
ironclad way. The strength of the dollar has been due in no 
small part to factors outside the US economy, some of them 
political. In this period of history, worries about riot, revo- 
lution or war tend to be translated into a demand for US 
dollars, a last refuge. High dollar-interest rates reinforce 
this, partly by making gold a less attractive alternative, but 
a rather sharp decline in interest rates can take place with- 
out much real effect on the-dollar. 

It has also become evident this year that the concept of 
real interest rates — that is, interest rates after subtracting 
the inflation rates — has moved from academic discussion 
into the marketplace and is influencing the everyday be- 
haviour of traders and investors. Dollar-interest rates dur- 
ing the first half of this year were not simply high in nominal 
terms; they increased in real terms as the inflation rate in 
the US fell. Real rates are still high. The US inflation rate, de- 
pending on the measure one prefers, is now down to the vicinity 
of 5%. A Eurodollar deposit at 10% still brings an attractive real 
return. ° 

Events of 1982 have also brought a monumental demonstra- 
tion of the power of the US Federal Reserve Board (the Fed) 
and especially of its chairman, Paul Volcker. The path taken by 
US interest rates this year has been essentially the product of 
one man's tenacity and of his perception of the relationships be- 
tween money, inflation and employment. Has that perception 
been validated by events? It is certainly too early for a complete 
assessment but a tentative one can be offered. 

The Fed's policy this year has been predicated on a belief that 
à severe constraint on the growth of money supply (to not over 
5.5% annually) — given the long-term trend in velocity of 
money (increasing an average of around 3% per year) — would 
drive down the inflation rate to an irreducible core of perhaps 
6% without at the same time depressing output and employment 
to politically unacceptable levels. Stated in terms of the classic 
identity, MV=PT (money supply times its velocity of circulation 
equals output times the price level), an increase of 5.5% in 
money supply and 3*6 in velocity might be balanced by an in- 
crease of about 6% in price and of 2.5% of gross national pro- 
duct (1.055 x 1.03 = 1.06 x 1.025). In reality, the outcome has 


been somewhat different. While inflation has indeed fallen» 


to 5% or 6%, the growth of GNP has fallen to a negative figure. 
In monetarist terms, this would be explainable if velocity, in- 
stead of increasing by its long-term average, remained approxi- 
mately constant. This would not be unusual; because this factor 
is subject to wide fluctuations in the short run. One could 
hypothesise that, with interest rates stable after a period of sharp 


The Fed's Paul Volcker: interest rates followed his tenacity and perception 
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fluctuation, the drive to economise on money had temporarily 
lost force. 

However that may be, it is clear that outcome was unsatisfac- 
tory in human terms: unemployment had risen to a level which 
would not be tolerated for long by the electorate. In the 
monetarist view there was also a clear answer to the problem. 
The large government deficit, an engine of monetary creation, 
was the villain. Money supply increase could only be pinched 
down to 5.576, given the huge deficit, by raising interest rates to 
levels which crushed private sector demand for houses, cars and 
much else. 

During the spring and early summer of 1982, Volcker's im- 
placable will to hold money supply to his target — and the inabil- 
ity of congress and the administration to agree on a means to cut 
the budget deficit — locked interest rates into place and kept the 
US economy on a downhill course. 

But in July-August, suddenly everything changed. Congress 
proposed, and the administration accepted, a huge increase in 
taxes promising a substantial reduction in future budget deficits. 
The Fed released its grip and interest rates fell. One cannot es- 
cape the impression that a bargain of sorts was struck or a poker 
hand was won. The fact that an election is approaching in 
November may have influenced the chain of events. 

But what comes next? The tax bill will reduce future deficits to 
more reasonable levels, but this year's deficit still implies Treas- 
ury needs of around US$100 billion in the second half of the 
year. Can that huge demand for funds be accommodated at 
today's interest rates without raising the money supply well over 
the Fed's target and thereby reviving inflation? Are we in an in- 
terest rate lull which will end with the November elections? The 
crystal balls of the economists are as cloudy as ever. 9 
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e jd deal of behind-the-scenes manipula- 
M eget and pé n taking company 


cal reforms: introduced during the past two years 


| borrowing and lending by DTCs: Lending and credit creation by 
the banking system proper is arguably still too unrestrained but 
that is a wider issue. 

:Meanwhile; the prudential supervision of banks and DTCs in 
Hongkong has been considerably tightened under a series of 







legal ámendments introduced earlier this year, which seek in par-- 


ticular to control the overseas activities of Hongkong banks and 

the activities of foreign banks in Hongkong. At the same time 

certain (long overdue) ta: rms have caused a renewed influx 
of foreign currency deposits back into Hongkong. : 

"The growth of Hongkon 'TC sector since the mid-1960s, 
when an official moratorium on new bank licences led to a 
mushroóming of quasi-banks; has been well chronicled. But it is 
worth summarising, in order to understand more recent deve- 
lopments: in less than 20 years no fewer than 358 such institu- 
tions sprang up — the number today — it being necessary until 
recently only for the proprietors to register with the authorities 
their intention to operate a DTC and not to apply for a formal li- 
сепсе. 

`A large proportion of DTCs: were foreign banks operating as 
banks in all but name in Hongkong, except that they could not 
operate current accounts and could not accept deposits under 
HK$50,000: (US$8,333). The attraction was Hongkong's bur- 

“geoning economy which, until recession began tightening its grip 

г recently, was showing. annual growth rates of over 10%. 

< Мапу DTCs too were: simply-in-house financing vehicles for 

"^ various local and regional corporations and entrepreneurs 
+ (especially Filipinos} who found this a convenient and relatively 

. cheap way of raising money.-A few more were. small-time fi- 

| dance companies and yet others belonged to domestic Hong- 
kong banks wanting to be in on ће DTC deposit boom. None 
was initially supervised as closely as the licensed banks. 

DTCs escaped the local interest-rate agreement introduced in 
the. mid-1960s among banks, ostensibly to prevent potentially 
dangerous bidding-up of deposit rates between them. Con- 
sequently; DTC's total liabilities (deposits and other forms of in- 
debtedness) surged to just under HK$230 billion by March this 
year — just about half the banks’ liabilities of HK$463 billion at 
that time. 

Admittedly less than a quarter — HK$54 billion — of DTCs’ 
total liabilities at the end of April represented customers’ depo- 
sits (the bulk of the rest coming from loans from banks overseas 
and banks and DTCs in Hongkong) but the proportion of the 
licensed banks’ total liabilities represented by customer deposits 
was not much greater (27%), the bulk of funding likewise in 
their case coming from foreign and local banks. 

. The growth of DTCs was best represented by the 66% rise in 
ding. (to HK$101 billion etweeti the end of 
































he danger of an uncontrolled boom in competitive _ 
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1980 and April this year while. banks’ lending. tos: 
HK$179 billion during that time. Another point wort 
is that only 38% of DTCs’ total lending at that tim 
kong dollars (the rest being i in other currencies) 





vances. And 46% of DTCs’ tending was offshore а 
other than in Hongkong, whereas only 18% of banks’! 
so classified. | | 









petitive than a domestic threat to Ба 
tion to credit creation in Hongkong 
Nevertheless, the absolute size of thei 
and their local lending in Hongkong : 
banks — and. authorities — worried. 
amount of local dollar-deposits DTCs collect 
was equal to 46% of the local-currency custom 
the banks — by no means insignificant. Апе 
DTCs’ exposure to Hongkong's overhea 
the form of building and construction and m« 
proportionately greater than that of the banks 
Hongkong lending compared to 31% for the b 
Whatever the exact motivation — and it n 
stated — the government (spurred on no doubt 
local banks) decided that the time had com 
kong's DTC sector and get more deposits flo 
banks, thus giving them in time a bigger shar 
series of phased reforms were set in train during 198 
First, DTCs were effectively cut out of the sl 
“posit market. Whereas peran they had 
take deposits of any maturity (so long as then 
was HK$50,000) they found themselves restricted to de 
three months and longer maturity. The only way for. 
skirt this was to apply for a new status — that of 
DTCs requiring a relatively expensive minimum 

ven then the trade-off 



































that they limit their deposits to HK$500 million and abo 









as that it was simply to give back to the license 
bigger share of short-term deposits; the othe 
was an attempt to lengthen the overall maturity. ba 
deposits to forestall any undue mismatching of th 
and lending and possible difficulties if for any rea 
should start demanding repayment of their s 
sits. One local finance company, Sun Hung Kai Fina 
bank) faced such problems in 1978 when rumours а ш 
associated securities company caused a minor rü 
All this left DTCs (those still operating under relati 
registered status) free only to compete with banks ons 
HK$50,000) deposits of over three months — a much 
segment of the total deposit market. The more ¢ 
licensed DTCs could compete.on deposits of all maturit 
vided they were over HK$500,000 but then the gov 
moved this remaining advantage for them by d 
banks would henceforth be freed from the official inte 
agreement on deposits over HK$500,000. (The rate ag 
is administered through the local Hongkong. Associ: 
Banks of which membership is mandatory. It covers min 
deposit rates — which in turn determines lending rates - 
binds all banks to maximum rates with limited exceptio 
smaller banks.) ' 
There was thus little advantage in being a licensed DT 
indeed the government signalled that it recognised this by li 
(for a second time in five years) the moratorium on new 
cences. Since then a number of new, foreign bank licen 
been granted and one local institution, Sun Hung Kai Fi 
has converted to a full bank. The attractions of bei 
tered DTC, simple though the process of form 
greatly diminished now. a 
Various restraints on the DTC sector have alr 
make their mark. Total assets/liabilities of | 
shrank from HK$229 billion to. just unde 


т: меге ‘two ys of viewing the reason for this mov 

































































ng trend. y 
f anything, all this has left the banks open to even greater 
ressure for them to restrain their own lending growth, now that 
are enjoying access to a greater share of total deposits. 
ank lending is now expanding faster than DTC lending and the 
roportion going to property and the construction industry was 
especially rapidly as of June — a sign perhaps that the 
ty sector, which has been suffering from sharply reduced 
an  fast-falling prices, needs to lean particularly heavily 
support just now. A sharp cut in Hongkong's prime 
rate on August 20 —- to 12.5% followed by a further cut 
despite recent weakness of the Hongkong dollar indi- 

о help: the ailing property sector. 5 














“kong and Sharh Ban 
domestic banks. — have n 























paar CM abilities © 
manufacture liquidity ошап offshore intérbank tritisactións. 
They are thus effectively freed from the one official control ove 
bank lending — that a portion of deposits must be p | 
liquid form. Whether these suggestions for refoi 
heeded by the-authorities remains to be seen. | 
Meanwhile, the government has moved to tighten р 
control over banks and DTCs through amendments 
gated in March. to their. respective official. ordi 
amendments provide for stricter control ^ 
over local representative offi 
banks (necessary in the light of unh $ 
experiences in the past such as that with 
the failed" Australian. financial. group, 
Nugan Напа, which had both representa- 
tive office and DTC in Hongkong). . 
They also require local banks to obtain 
. official approval. to: establish overseas 
branches and provide the local commis- 
sionér of banking with access to the books 
of overseas" branches. Overseas "bank - 
supervisors may also examine the books in 
Hongkong of their own banks which have 
substantial operations in the territory. In- 
formation may also be disclosed to foreign 
banking authorities on banks which are in- 
corporated itr Hongkong but which intend 
establishing à branch or other significant 
^presence in’ the- foreign. country con- . 
cerned. Similar provisions applyto DTCs. 
This brings. Hongkong into line withes- 
tablished: practice among banking super- 
| visors elsewhere — London for instance, 
though not. places such as Singapore — 































- DEALERS IN SECURITIES IN JAPAN 
“AND SOUTHEAST ASIA 


andit reflects to some-extent the sort of re- 
servations expressed by the Bank of Eng- 
land about the Hongkong system of bank- 
ing supervision (especially as applied to 
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"FOREIGN EXCHANGE 


Hongkong banks overseas operations) at 
=, the time when HSBC made an abortive at- 
tempt to take over. the n Bank of 
Scotland last year. 





_ DEPOSITS AND LOANS 


Another reform which was. jatraduced: 
atthe time of the Hongkon | budget atthe 
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beginning. of this year == he 
1596 withholding tax on foreign currency ^ 








* Connaught Centre, Hong Kong. Tel: 5-228011 
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deposits іп. Hongkong and reducing. the 
withholding tax on loeal currency deposits 
— has already had an impact. There has: 
been a marked expansion in foreign cur 
rency deposits with banks, but itis unclear 
yet whether these are deposits flowing in 
‘from rival financial centres such as Singa- 
pore or simply a shift back onshore in’ 
foreign currency deposits already made 
with. Hongkong banks — technically 
dominated in offshore centres sucli as Vila 
in Vanuatu — in order to avoid the tax. It 
is also unclear yet to what extent Hong- 
` kong residents are increasing their foreign 
currency deposits at the expen of Hong- 
kong dol depos s now that the former 
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By James Bartholomew in London 


hen United States interest rates fell and Wall Street 
Wiee in August, the simultaneous. jump of the gold 
price was reported only grudgingly. An associate editor 
оѓ a leading international financial newspaper wrote а centre- 
page feature on the dramatic moves in the financial markets and 
mentioned gold because it had enjoyed.a big rise on the week. 
„Ви he only mentioned it in order to. pour cold water on the idea 
that it might beina bull market. 
He said: “Gold is a.safe haven if inflation is rising and no cur- 
. rencies are safe: it is hardly so attractive if inflation is falling and 
teal interest rates — the gap between the yield on bonds and the 
expected rate of inflation — are still near their historic high,” 
This view of gold, logical and accurate so far as it goes, does 
not go far enough. It misses out a major factor that helps to de- 
"termine the gold price — a factor that is currently working to 
bolster the price. Another typical comment. on gold's unpermit- 
ted rebound came from the financial column of a London quality 
paper: "As inflation continues tO subside everywhere, gold may 
“well be ma long-term. downward trend.” 
_ These writers apparently regarded inflation as the best predic- 


tor of the gold price. But though inflation may be a-significant .. 


factor, it is. not as important, as changes in buying levels by 
people who actually use the. yellow metal: This factor, often un- 
noticed, should. sustain the recent.price revival. It is a factor 
whichis referred to by specialist analysts of gold but only rarely 
receives public attention. 

Buyers of gold can be divided into two broad categories: those 
who use the metal for jewellery, decoration, electronics, dentis- 





try and other míscellaneous industrial uses, and those who buy it. 


purely as an investment. Under the second category can come 


central banks, including the state banks-of the Soviet: Union, . 
large private investors and the man who goes to.the local bank to | 


buy a couple of Krugerrands. 
People who use gold are the, bedrock of demand f 
, the worst economic circumstances to dissuade peop 
"ing а gold tooth-filling. It. takes terrible 
times to rule out the gift of a gold ring from 
a bridegroom to a bride. Gold-users аге а 
` great. stabilising influence..on the gold 
price: and what makes them particularly 
important as price stabilisers is that their: 
demand for the metal i is very sensitive to 
© the price. 
2 This applies particularly. to the. demand 
for jewellery in Asia. When the price of 
gold goes too high, Asians quickly change 
over to buying a lower weight of gold. 
jewellery or a lower carat, They might also 
sell a gold bracelet to cash in on the high 
, price. They mostly keep on buying a little 
gold, but they buy much less. In this way 


buyers beat the Red states 
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most people. but the annual surve 
gives.a useful background guide 
figures in the survey it is possibl 
gold is bought by users. This 
based the gold.price is as the history of t 
Almost.all gold mined in 1977 and 19 
in 1979 was. bought: by users, Gold pr 
market which became more frenetic a 
on the bandwagon. The peak сат 
metal briefly passed US$850: 
going wild. Little noticed, but mo: 
at this price level, demand by use 
For 1980 as a whole, only about : 
went to users, The price had gor 
slipped away. That is one of the 
the bear market which followed. 
like the buyers of tulip bulbs in 
worth a fortune, investors passe 
increasing prices. Bu Ib 
be of interest to bona f 
The same happened to. go 
the reverse of that situation, The 


: he Consolidated Goldfiel 
T: out until next summer, bu 
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they put a brake оп the gold price when it We offer the following services: 

is spurting | ahead and supply a cushion Short and medium term loans І Underwriting Я 

when it falls. Then they revert to a heavier * Letters of credit and trade financing Deposit-taking (local and. : 

' weight of gold and a higher carat. , Real estate and building mortgage ^ Euro-currencies) x 
The other category of buyers, the inves- : Loans against securities Foreign Exchange and money. 





tors, are more volatile and illogical in their 
buying. They more often buy when the 
price has already risen a Jong way. Central 


banks in particular have a history of buying Address 
at the top of the market and selling at the Telephone 
bottom.. Asian textile workers are better Eris 










gold dealers than the well-paid, sophisti- 
cated central bankers. The exact pattern . 
of buying and selling is not available to : 
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MERCHANT BANKING '82 


communist gold-mine production forecast at 950. tonnes is 
added to 260 tonnes for communist production believed to be 
surplus to requirements, making a total of 1,210 tonnes for gold 
mined: for gold used — electronics industry consumption of 80 
tonnes, dentistry usage of 60 tonnes, other industrial uses of 66 
tonnes and medals and fake coins for sale in developing coun- 
tries (which often amount to jewellery) of 20 tonnes and gold for 
use in jewellery proper at 780 tonnes. That makes a total of 
gold for use of 1,006 tonnes — 83% of the total gold mined. 
These figures should be taken as a guideline rather than as gos- 
pel truth. 

The Goldfields figures, despite the respect they are accorded, 
are based on patchy information and organised inconsistency — 
a notable one being that the jewellery figure for developed coun- 
tries includes recycled scrap whereas the figures for the develop- 
ing countries do not. The inclusion of scrap in demand for jewel- 
lery in developed countries means that net use of jewellery in 
those countries is exaggerated. Yet Goldfields uses the figure in 
its sum to work out a residual: changes in private bullion hold- 
ings. That figure for changes in private bullion holdings is there- 
fore often badly wrong. 

Another feature of the Goldfields report is that it treats com- 
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One kind of buyer goes for these: the other uses it industrially. 





munist production entirely separately and treats the buying-in of 
gold by the communist states as being different in kind to buying 
by non-communist central banks. It also treats central banks as if 
they were part of gross supply to the market instead of being 
merely one of the many kinds of buyer or seller, as subject as 
others to financial pressures and investor psychology. 

These quirks in the report are partly a result of the cir- 
cumstances in which it was created. It was at a time when South 
African mine bosses were worried that central banks were stop- 
ping buying. The bosses wrongly thought that gold mainly de- 
pended on central bank buying. The Goldfields coverage is also 
determined by what figures it can get. 

Despite this inescapable failing, the usage ratio shows an ex- 
cellent historic correlation with gold price movements over the 
past decade. In every year that gold bought for use has exceeded 
80% of gold mined, a bull market has been started or has con- 
tinued. And in both years (1974 and 1980) when the ratio fell be- 
neath 40% a bear market started. 


column of the REVIEW forecast that the ratio would prob- 

ably rise above 80% this year and that this increase in gold 
bought for use would probably result in the end of the bear mar- 
ket within 12 months. That lonely bullish prediction appears to 
have been quickly vindicated. The price at the time of writing is 
US$425. It seems unlikely, given the strong basis 
of user demand, that it will again go below 
US$300. The bottom has been found: at the 
US$300 level, demand by users is so good that 
investors are not needed at all. Among the most. 
enthusiastic buyers in the US$3-400 range are 
those in the Far East. 

Demand by users in the Far East is very re- 
sponsive to price changes. Use of gold is tradi- 
tional and when it can be afforded it is bought in 
quantity. Hongkong imported more in the first 
four months of this year than in all 1981. Singa- 
pore has also dramatically stepped up its buying. 
Both these island states are distribution points 
for gold in the Far East. India imported 24 ton- 
nes in all 1981 but has already imported 50 ton- 
nes this year. Demand from Taiwan has con- 
tinued strong on fear induced by weaker US sup- 
port against China. Indonesian demand has re- 
flected currency difficulties. 

But meanwhile in Japan the gold rush has 
stopped following the decision to postpone the 
green card — a system which would have meant 
much more disclosure of personal financial as- 
sets. Such factors, though important, do not af- 
fect the overall picture in the Far East. It has 
been a bigger buyer this year because the aver- 
age price has been lower. Predominantly, this 
reflects user demand. 

Meanwhile, among investors, central banks 
have been the ones who, true to form, did not 
buy at the bottom. At the peak levels of 1980, 
the non-communist central banks bought 230 
tonnes and the communist states bought in most 
of their produce amounting, perhaps, to around 
170 tonnes. This year, the non-communist cen- 
tral banks are expected to buy only around 50 
tonnes and the communist states are expected to 
sell all their net produce plus about 20 tonnes 
from reserves. Private buyers of bullion, mean- 
while, do not appear to be changing their posi- 
tion much but, as mentioned above, the 
Goldfields figure for this category is an unreli- 
able residual figure. Its main value is to show lit- 
tle change on 1981, a year when private bullion 
buyer stopped buying. 

The private buyer, like central banks and 
communist states, managed once again to avoid 
buying at the bottom. The Asian peasants 
and workers once again had the better of 
them. 


I n early June, when gold was around US$318, the Shroff 
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onthe Dutch bank 


on hand in Asia 


Why should a businessman, in Hong 
Kong, looking to finance a project in Jakarta, 
come to a Dutch bank? 

Or one in Tokyo wanting to do business 
in Colombo? 

Because the bank in question is Amro 
Bank. 

As one of the leading commercial and 
investment banks in The Netherlands, Amro 
brings to business all the resourcefulness and 
reliability you expect from the Dutch 

And asa major force in inter- 
national banking with assets of over 
USS 44 billion, we bring strength and 


experience as well. 

But we bring something further, the 
distinctive qualities of Amro - speed of 
decision, flexibility of action, precision of 
response. 

They are qualities that have been going 
down well with you. In fact you can depend on 
it. Sogetin touch with us in any of the cities 
below, or contact our head offices at 
595 Herengracht, Amsterdam. 

(Tel: (20) 28 93 93. Telex: 15070 amro nl) or 
119 Coolsingel, Rotterdam. 
(Tel: (10) 30 49 11. Telex: 22211 amronl). 


O Jamro bank 


amsterdam-rotterdam bank nv 


Colombo, Hong Kong, Jakarta, New Delhi, Singapore, Taipei, Tokyo. 


Dutch,dependable and developing worldwide. 


It's a fact. Sound international SHAREHOLDERS: SERVICES: 


finance and some of the finest things Governments * Investment Banking 
in life (take, for instance, this Ministry of Finance, Kuwait * Corporate Finance 
priceless object) Central Bank, Egypt * Project Finance 
go hand in hand. Central Bank, Algeria * Full Range Commercial Banking 
And iates thi Ministry of Finance, Jordan * Treasury and Foreign Exchange 
pun PP кресс TE Ministry of Finance, Qatar * Financial Advisory Services 
than us at ALBAAB, 
Fund Management, and Personal 
your personal bankers. Financial Institutions Banking Investment Services. 
Arab African International Bank 
, Arab Multi-National Finance Co. Š 
ALB AAB Aa Bank Al Jazera, Saudi Arabia ALBAAB: 
Authorised capital Rafidain Bank, Iraq Your financial gateway to the 
US$200,000,000 Middle East and beyond. 


Paid up capital US$ 75,000,000 
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finer things 
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P.O. Box 20488, Manama, Bahrain, Telephone: 230491, 230492 
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Like the modern coins of today this priceless antique 
silver coin bears the name of an ancient Islamic 
ruler (c.15th Century A.D) 

from the private collection of Mr Rashid Al Oraifi 
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Giant steps 


It takes one to make one 





In the economic world, size alone does not make a giant, although Mitsubishi Bank certainly qualifies in that respect. But more 
important than size is direction, Mitsubishi stays ahead of today's uncertain world economy with three other giant steps, all in 
the right direction. First, Mitsubishi has close contacts with many independent think tanks (in addition to one of our own) to 
ensure a more precise vision of future economic trends. Second, we keep in touch with the world with the latest electronic 
banking equipment — automatic and computerized — which handles two million transactions in an average day. Third, with 
our choice of personnel, all highly trained men who observe and evaluate the changes in financial trends not only in the complex 
Japanese market but in 18 countries around the world. So that people in Germany who want to invest in Canada, or Americans 
who are interested in Asia, can get data and advice from their nearest 


Mitsubishi man. Regardless of the size of their investment. Today's new MITSU BISHI BANK 
world requires new action on a mammoth scale. Giant steps. Share them 

with Mitsubishi Bank. They're the best way to get where you want to go. Beginning another century of service 
HEAD OFFICE: 7-1, Marunouchi 2-chome. Chiyoda-ku. Tokyo, Japan OVERSEAS OFFICES: New York, Chicago, Los Angeles, Houston, Toronto, Mexico City, Caracas, London, 
Düsseldorf, Frankfurt, Paris, Zürich, Madrid, Tehran, Bahrain, Seoul, Beijing, Singapore, Hong Kong, Jakarta, Sydney, The Mitsubishi Bank of California in Los Angeles, San 
Francisco, San Diego and San Jose, The Mitsubishi Bank of Canada in Toronto and Vancouver, Mitsubishi Bank (Europe) S.A. in Brussels, Mitsubishi Finanz (Schweiz) AG in Zürich, 
Banco Mitsubishi Brasileiro S.A. in São Paulo, Rio de Janeiro and Brasilia, Mitsubishi Internationa! Finance Limited in Hong Kong ASSOCIATED BANKS: Japan International Bank in 
London, Libra Bank in London, Australian International Finance Corporation in Melbourne, Thai-Mitsubishi Investment Corporation in Bangkok, Diamond Lease (Hong Kong), Liu Chong 


Hing Bank in Hong Kong, P T. Indonesian Investments International in Jakarta, Ayala Investment & Development Corporation in Manila, Amanah-Chase Merchant Bank in Kuala Lumpur 





F leinwort Be son 


Established 1792 


| The international merchant bank 
: that offers most 
in its range of services and 
Far East representation. 


Tokyo 
Hong Kong 
Singapore 
Kuala Lumpur 
Jakarta’ 
Melbourne’ 
Sydney’ КОКО 


Assurance 
Asean 


Kleinwort, Benson Limited 


‘Head Office: 20 Са nchurch Street, London EC3P 3DB. 


Repressnied in Birmir ишы Mache ster, Edinb шга Newbury 
And in Bahrain - KR lo Bogota Brem Б - Buenos Aires - Chic icago ‘Geneva -Gothenburg - oue ipei ru di IE Isle of Man 
эв Angeles " Madrid - Сну New York Pario "Rio de Janetro байар 


JAPAN: THE BOUNDARIES 


Once the banks? 
position seemed 
unassailable 


By Hikaru Kerns in Tokyo 


he Allied Occupation authorities took away some of the 
Т associated with merchant banking from com- 

mercial banks and reserved them for securities houses, 
but this did not prevent the kind of cross-holdings of enter- 
prises tied to banks that the occupation authorities had hoped 
to eliminate. A glance at published equity positions will show 
that the major investors of many large Japanese companies are 
other Japanese companies of shared lineage or close business 
ties and that banks remain important in this web of equity hold- 
ings. 

Although the protected growth of securities companies meant 
diminished powers for commercial banks in the financial arena, 
banks still had the dominant role, especially in the early years: 
corporations were primarily at the mercy of banks, not securities 
firms, in raising funds. 

Banks were also major stockholders of securities firms: even 
today the five major stockholders of Nomura Securities Co., the 
largest brokerage house in Japan, are banks. Mitsubishi Bank, 
Industrial Bank of Japan, Fuji Bank and Tokai Bank own more 
than 12% of Nikko Securities Co., the second largest brokerage 
house. Down the line significant portions of securities houses’ 
equity are held by banks — but not vice versa. Major holdings of 
bank stocks are often in the hands of members of the same cor- 
porate group: for example, Mitsubishi Bank lists among its 
major stockholders Mitsubishi Heavy Industries and Mitsubishi 
Corp. 

Stockholdings of banks represent a typical attitude of institu- 
tional investors toward stocks. Informed sources say that 
roughly 70% of shares on the Tokyo stock exchange are owned 
by institutional investors who hold them mainly for purposes 
other than yield. Often capital appreciation is not the primary 
objective: stocks are hardly traded, just held to cement and 
stabilise business ties between companies. 

Many corporations, especially banks, feel uncomfortable 
when their stock becomes volatile. A director of a stock broker- 
age firm says it is not unknown for a firm, when a bank stock 
starts fluctuating, to receive a nervous phone call from the con- 
cerned bank advising that it wants its stock stabilised. The 
brokerage firm, it is said, will often cooperate with the bank in 
carrying out the stabilisation. 

Radical movements on the Tokyo stock exchange then, de- 
pend primarily on the 30% or so of the investors who are in- 
terested in stocks for direct profit. It should be noted that this 
makes for a more unpredictable and emotional market since 
prices can often be determined by a thin group of investors react- 
ing to short-term developments and trying to anticipate what 
other investors are going to do. 

Having surrendered certain rights to securities firms in the 
Occupation, banks still retained a towering position in the finan- 
cial world by virtue of their power to allocate credit when the 
economy was starved for capital. This was true until the situation 
began to change in a basic way during the past decade. From 
about the time of the first oil crisis in late 1973, the shortage of 
funds among business corporations began to diminish rapidly. 
At the same time the public sector began to require increasingly 
larger amounts of borrowed funds. Specifically, Sumitomo 
Bank estimates that in 1974 businesses needed more than 8% of 
the gross national product in outside funds while the govern- 
ment had to borrow less than 4%. 

By the end of the decade businesses were far closer to capital 
self-sufficiency: at one point in 1978 they were short a mere 1% 
of GNP though this figure slipped to about 3.5% by 1980. In con- 
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trast, the government required borrowed funds during the same 
period in the range of 6-10% of GNP. 

Businesses were increasingly by-passing or avoiding banks to 
obtain funds. For example, the annual average increase in the 
raising of funds by businesses through overseas bond issues was 
24.3% during 1976-80. Most significantly, businesses were in an 
increasingly better position to finance investment from retained 
carnings. 

The once seemingly unassailable position of banks began to 
erode as new financial instruments and other forms of competi- 
tion were introduced by other financial institutions. In 1976 city 
banks, for instance, held 21% of total funds in Japan, compared 
to 12% with securities firms and 9% in postal savings. But the 
annual average increase of funds held by city banks in the next 
five years was only 9.9% in contrast with the 16.1% for securities 
firms and 20.3% for postal savings. As a result, city banks held 
only 18% of total funds in 1981, a drop of 3% of the total during 
the period. 

The government, which evidently did not want to face the full 
consequences of its growing deficits, continued to force banks 
and other financial institutions to accept relatively low-yield — 
and potentially devaluating — government bonds. The burden 
fell especially heavily on city banks. As of the end of fiscal 1979, 
city banks subscribed to 37.96% of government bonds even 
though their financial assets amounted to only 16.9% of the total 
of institutions (including government institutions) subscribing to 
government bonds. 


eanwhile, rising interest rates in fact devalued the 
М" bonds held by banks. In three half- 

terms from mid-1978 to the end of 1979, all banks 
suffered a total of ¥936 billion (US$3.67 billion) devalu- 
ation in their government bond portfolio. This apparently 
looked disastrous on accounts and so, beginning in 1980, a 
new form of settlement was used. But even then, in 1980 
banks experienced a ¥14 billion devaluation in their bond 
holdings. 

Banks have been trying to resist the government — which 
wanted to continue unloading low-yield bonds on them — and 
compete against the securities houses which continued to keep 
their monopolistic position in: secondary-market bond trading 
and were introducing new financial instruments to tempt away 
depositors. But, as a bank official said, the contest against the 
government was uneven: banks had no choice but to absorb a 
large portion of deficits and revenue shortfalls of the govern- 
ment. And though the 1982 amendments to the banking law per- 
mitted banks to deal in the secondary bond market, they are re- 
strained from doing so by administrative guidance for probably 
at least another year. 

Sumitomo Bank has recently called on the government to im- 





government bonds 
f bond issues to allow floating interest rates. 1t is doubtful 
rthe government will agree to many of these proposals in 
near future since they have a considerable impact on the deli- 
state of budget politics. ў 
most recent survey by the Nihon Keizai Shimbun shows 
| in respect of securities firms the banks have gained some 















rker side 
Mark Borsuk in Tokyo - 


oreign exchange and interest rate speculation are serious 
‘business in Tokyo. These activities are not peculiar to 
. Japan but represent a worldwide trend among corporate 
financial institutions. | 
he proximate cause for increased speculative activity was the 
ecember 1980 revision to the Japanese Foreign Exchange 
.) and Capital Control law along with volatile United States 
erest rates. to what extent the financial authorities have ac- 
iesced in. this trend is a matter of conjecture. Nevertheless, 
eculation in Tokyo is a fact of life and for some in the market 
ir survival depends on it. : | 
order for markets to function smoothly speculation is re- 
ed, Without speculators as risk-bearers, buyers and sellers 
d never be assured of prices for their commodities. In FX 
money markets some financial institutions specialise in this 
ice-making function; they earn their income by accepting 
hers' risks. These so-called market-makers are constrained by 
absolute amount of risk they are willing to bear relative to 
their experience and capital. 
Once outside this inner circle of market-makers other finan- 
and commercial speculators engage in activities beyond their 
own specialised knowledge. Thus they incur additional risk 
nen taking a view on the market. An example would be that of 
Hongkong TV-importer invoiced in yen who fails to hedge the 
rrency exposure when the purchase is made. He runs the risk 
| adverse currency fluctuation affecting his profit margin. 
ius, importers and exporters who do speculate are at a disad- 
tage vis-a-vis the market-makers in anticipating FX and in- 
rest-rate moves many times to their detriment. 

One factor stimulating currency speculation among the Ja- 
zanese is the sacred belief in the strong yen. Whether measured 
inflation or productivity differentials and. most. other 
nomic criteria, they steadfastly believe the yen should ap- 

ate against the US dollar, Deutschemark and Swiss franc. 
ods of yen weakness are seen as aberrations from the trend. 
у, this has resulted іп тапу true believers questioning 
e faith. 

On the surface Japanese.rules governing FX transactions are 
іс both for commercial and financial institutions. The princi- 
ији — governs commercial spot and 


g without a commercial need. Au- 
: s placed on their spot short-dollar 
ay ikimiono mochidaka kisei) and on the overall spot 
nd forward net open position (sogo mochidaka kise!). 

Even with these rules the degree of latitude for speculators is 
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oreign Ех ge Advisory Service in Tokyo. He has subsequently returned to 
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which, f e firm los | 
ordinary developments such as those at- ra Securities. 
which suffered huge paper losses when it had to hold large blocs 
of shares in Hitachi because of a dull reception to Hitachi stock 
at the time of its New York listing. Hitachi shares; of course, 
subsequently plummeted at the news that criminal charges were 
being brought against some of its employees for industrial es- 
pionage. Se TRA di. ; | 
Additionally, as it turned out, banks held an edge in expertise 
over securities firms in international business. In fiscal 1981 
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substantial: Periods for leading/lagging payments are liberal and 
foreign-currency borrowings are permitted and residents may 
invest in foreign-currency-denominated securities and deposits. 

:Јарапеѕе banks are allowed to carry spot short-dollar posi- 
tions in excess of US$900 million and can pass their holdings to 
overseas branches and affiliates to.avoid restrictions. ^ 

Speculation by Japanese banks has become so blatant that 
even the nationalistic Nihon Keizai Shinbun which characterises 
all yen speculators as foreigners was compelled to blow the whis- 
tle on the banks for their shorting of the yen. : 

However, financial authorities continue to exercise control 
over FX transactions by administrative guidance when things get 
out of hand — for instance, resident purchases of zero coupon 
bonds — or if they deem it.necessary, can invoke the emergency 
control provisions contained in the.revised 1980 law. | 

The revised 1980 law benefits corporations and others wishing 
to take a. view.on the market. It allows them to borrow a higher 
interest-rate currency (such as US dollars) in the hope that the 
yen will appreciate, thereby lowering the actual interest cost 
below the equivalent yen-borrowing cost, or by borrowing a 
lower interest-rate currency — for example, Swiss francs — in 
the belief it will not appreciate against the yen. In both cases if 
they are lucky they can actually make a profit on the borrowing. 
Obviously, if the foreign currency borrowed is covered to satisfy 
repayment then no such gain is possible... is, 

The risk to the borrower is that the.currency will appreciate 
against the yen prior to maturity or be covered at a loss. This will | 
raise the effective interest cost higher than if the borrowing was 
originally done in yen. It is estimated that between 70-80% of 
foreign currency borrowings are done on a covered basis which 
obviates the exchange risk, though in times of yen appreciation 
the covered portion would most likely decline as speculative 
profit opportunities increased. Nevertheless, the dramatic in- 
crease in the balance outstanding from. US$9.2 billion in 
November 1980 to US$22.4 billion in June 1982 is indicative of 
the capital at risk. ИТЕ 

While the speculative borrowing scheme is of recent origin the 
more familiar method of leading and lagging deserves mention. 
There is no clearer example of the Japanese; penchant for a 
stronger yen than evidenced by the behaviour. of the oil com- 
panies. Oil is billed in dollars and they have been very reluctant 
to purchase dollars forward to cover outstanding commitments. 
Their belief was that the yen would recover prior to when the 
bills needed.to besettled. ssl 

In fiscal 1982 the 10 major oil companies collectively lost ap- 
proximately ¥428 billion (US$1.9 billion) on this gamble. Cur- 
rently, oil companies аге covering 30% of their future dollar 
commitments up from 8% at year-end, This steady dollar-buy- 
ing is an important factor weakening the уеп. .. 

The 1980 revisions permitted residents freer access to foreign- 
currency-denominated investments suchas deposits. The depo- 
sit balance has risen from US$2.3 billion (November 1980) to 
US$27.2 billion (July 1982): this despite the fact that the rate: 
paid is inferior to the prevailing Euro-rate and subject to with: 
holding tax. It is believed 80-90% of deposits are hedged but, as 




































tional business espe ally in | foreign-exchange transactionis: 40 
out of the top :50 banks posted double-digit increases in funds 
compared to 1980, while some banks such as Sumitomo, Fuji, 
` Mitsubishi and Dai-Ichi registered again of morethan 40% in re- 
curring profits, 

Banks also developed the merchant banking aspects of their 
business. It was reported recently that the Bank of Tokyo has 
been particularly aggressive in offering management and finan- 
cial consulting services, providing advice on such matters as 
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with the loans; the amountof unhedged capital at risk is substan- 
tial. 

In addition to deposits other investments like US Treasury 
bills may be acquired. These have the added advantage of being 
issued on a discount basis, thus making them free from the in- 
terest withholding tax. Total resident holdings are not reported 
but the unhedged is likely to be significant. 

^ There has been a conspicuous rise in volume and revenues de- 

rived from FX and deposit-dealing in the Tokyo market. Major 
Japanese banks are building up their treasury operations to 
bolster earnings. FX speculation and mismatched funding are a 
means of improving profits. 

-Internationalisation of the yen is reflected in market- turnover 
in okyo: isa major dealing 
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actions reported to the Bank of Japan by řesident | 
and transactions with third parties such as domestic cus o 
and overseas banks. B 

There has also been a substantial i increase in third u 


TOKYO FX MARKET TURNOVER 1977-1 981 


(US$ billion) ; 


Tokyo interbank 
Third parties 





THIRD CURRENCY PORTION 
OF TOTAL TOKYO FX 
MARKET TURNOVER 

1977-1981 


"interest in borrowing 
. non-dollar currencies 
гапа speculative trad- 
"ing. 

Major -Japanese 
banks have experi- 
enced a rapid in- 
crease in FX revenues 
associated with ‘the 
growth of trade, ser- 
and capital transactions and speculation.-In accounting for 





ported by resident FX brokers. 
inyu Zaisei Jijo, March 15, 1982. 
















banks. : 
п the table the city banks’ FX revenues for fiscal years 1980 


of Tokyo as a special case, Sumitomo, Mitsui, Sanwa and 
banks are all generating in excess of 15% of total revenues 
m these activities. 

-omparative figures for earlier years are unavailable but the 
id is clearly towards increasing the importance of the dealing 
in Japanese banks. In fact the idea of making the dealing 
m a profit centre has caught on in Tokyo but as one Japanese 
er remarked: "This was not a good sign." 






JAPANESE CITY BANKS' FX REVENUES AND 
SHARE OF TOTAL REVENUES FOR FY 1980-1981 


venues Cx 100 million) 
venues as а percentage of tot 
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he conclusion to draw from this analysis is that the portion of 
income derived from position trading — a polite term for 
tion and mismatched funding — has markedly increased 
d all indications are that greater emphasis will be placed on 
area in future. etes E 
additional source of speculative activity in Tokyo is from: 
pn banks. The expansion of treasury operations is 
tomatic of their worsening business prospects. Many 
ign banks are just breaking even on traditional lines of busi- 
d-without treasury profits would find it difficult to remain 
зе black. This is one reason why the Ministry of Finance is 
orting the concept of an offshore market which it is hoped 
ré up the foreign banks’ sagging profits. 
his dependency on treasury profits can cause problems to 
' when the branch manager is responsible for overseeing 
ding activities. Some managers lack an adequate understand- 
g of the markets and risk-taking. This causes conflict and 
tion when they attempt to impose their уіемѕ оп traders, 


he mainstay of branch. 






















n-taking by Japanese finan- 

has markedly increased over 
egree this reflects the market's 
| other respects it departs from the 
tism apanese. Perhaps this is why the Bank 
cently expressed reservations about the establish: 


ment of the offshore market. They may have felt one casino in 


own is-enough. 








venues banks include interest апа commission income and- 
ing profit. Trading profits are. not separately reported by . 


981 and share of total revenues are set forth. Excluding the. |.- 


tered Bank in June and the Mitsubishi Bank of 
| The Philippine National Bank is expected to 
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repayments, 
paper-thin | 
spreads 


By Robert Ре іп Hongkong и ` 
B» express guarded optimism about the future of 














China as a market, despite the generally disappointing 
lending volume so far. Most are confident that substantial 
commercial lending will be necessary in the next few years to fi- 
nance offshore oil exploration and support activities, Now, how- 
ever, private borrowing by Chinese organisations is very li- 
mited, partly because the Chinese are unwilling to borrow at 
current high commercial rates, 2 =, pubs 
Investment is still constrained by China's economic readjust- 
ment policies and the Chinesé are meeting most of their im- 
mediate financing needs through domestic sources and internal 
funds. Joint ventures and compensation trade deals where. the 
foreign partner provides capital or secures outside financing is 
still the preferred means of absorbing (in Chinese parlance) 
foreign investment. " ; 
` In the meantime, bankers are preparing the groundwork for 
the mid-1980s — opening representative offices, expanding con- 
sultancy and advisory services, developing contacts and building 
up existing business in documentary trade finance and loans to 
foreign companies active in China. Over 25 banks have repre- 
sentative offices in Peking. The last on board were the Char- 
kyo in July. 
among seven 







more to sign up later this year. ud B 
Seven banks and deposit-taking firms have been recently 
granted permission to open representative offices in the Shen: 
zhen Special Economic Zone (SEZ) bordering Hongkong. 
Hongkong and Shanghai Banking Corp: (НВС) will be the 
first, to be followed by Sun Hung Kai Bank, Banque Nationale 
de Paris, Banque de l'Indochine et de Suez; Barclays Bank In- 
ternational, Chartered Bank, Citibank and Takugin Interna- 
tional (Asia), à subsidiary of the Hokkaido Takushoku Bank of 
Japan. . j aR 
China's total external debt is estimated to have reached only 
US$4.7 billion by the end of 1981, up US$1.3 billion from the 
end of 1980, according to Minister of Finance Wang Bingqian: 
This includes export credits, direct loans from thé International 
Monetary Fund, World Bank and foreign governments as well 
as commercial credit, Private borrowing last year excluding Ja- 
panese loans probably totalled about US$200 million — about 
2% of commercial credit lines available to China == mostly used 
for hotel development, equipment imports and ship purchases. 
This figure is only an estimate, however. Asa rule onlysyndi- 
cated loans are publicised, Since many bankers perceive China 
to be in effecta unitary market — at least insofar as the Bank of 
China monitors all commercial borrowing — they see little ad- 
vantage in disclosing the contents of their loan portfolios. 
Bankers look to 1985 as the date for commercial lending in 
China to take on profitable proportions when — and if — the 
offshore oil development programme and the numerous an- 
ciliary support activities it will require should come on stream. 
Total foreign-commercial borrowing in that year could reach 
US$3 billion, according to Shaw Tao of First National Bank of 
Chicago. This level would have ranked China second in Asia 
after South Korea last year; based on total publicly announced 
syndicated loans. SL: I 
Some of the bloom may be wearing off the offshore oil rose, 
however. Continuing softness m world oil markets coupled with 
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Direct foreign investment by 1985 


By Laxmi Nakarmi in Seoul 


outh Korean merchant banks, after several years of 
S are expecting a difficult period ahead with 

a decline in operating margins. Several banks reported 
that the series of cuts in interest rates had adversely affected 
short-term finance and corporate bond businesses, key areas of 
the banks' activities. 

Merchant banking in South Korea is of recent origin. Per- 
petual shortage of long-term capital, aggravated by serious de- 
teriorations in balance of payments and stagflation immediately 
after the first oil shock, led to the introduction of merchant 
banking: the main purpose was to develop new channels for at- 
tracting foreign loans and investments into the country. 

There are six merchant banks established under the Merchant 
Banking Corporations Act of 1975: Korea Merchant Banking 
Corp. (KMBC), Saehan Merchant Banking Corp., Asian Bank- 
ing Corp., Korea-Kuwait Banking Corp., Korea French Bank- 
ing Corp. and Korea International Merchant Banking Corp. 
Each bank is a joint venture with Korean and foreign institutions 
on a 50:50 basis. Offshore shareholders come from Britain, 
West Germany, Kuwait, France, Saudi Arabia and Japan. Some 
prominent shareholders are: Barclays International, Lazard 
Brothers, Chemical Bank and the Hongkong and Shanghai 
Banking Corp. 

Exposure of the domestic market to advanced financing 
techniques by merchant banks' foreign shareholders still re- 
mains à goal to be realised. Short-term financing more or less 
dominates the activities of all merchant banks. Even such tradi- 
tional merchant banking functions as corporate finance, corpo- 
rate advisory and portfolio management are yet to gain a strong 
foothold. 

Although the short-term financing market is getting sophisti- 
cated with more competition, business still remains very attrac- 
tive, says William Valenti, executive vice-president of Saehan 
Merchant Banking Corp. Supply of funds is very short compared 
to demand for short-term credit. Profit is in decline. 

A series of cuts in interest rates made as part of government 
policy to stimulate the recession-striken economy have affected 
the short-term financing business which provides the bulk of in- 
stitutions' revenue. Cuts narrowed the gap between the discount 
rates on notes issued and so the operational margin deterior- 
ated: introduction of commercial paper in June 1981 with float- 
ing interest rates as high as 40% has also stood in the way of ex- 
pansion of the short-term financing business. Higher yields at- 
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tracted many investors to buy commercial paper rather than 
notes issued by short-term financing companies. 

In corporate-bond and other securities’ business in which 
merchant banks have been showing increasing prominence the 
situation following the latest cuts in interest rates is not very en- 
couraging. With the yield rate declining from 16.8% to 12.2% for 
a three-year corporate bond, companies are clamouring to issue 
bonds but there is a total lack of response from investors (both 
institutional and private), says Anthony Stranger-Jones, execu- 
tive vice-president of KMBC. 

The lack of response was primarily due to the fact that Korean 
investors are used to high-yield investments in kerb market or 
short-term financing business. “They are not prepared to accept 
the reality and they are still waiting for the market to be more at- 
tractive," says Valenti. "They are sitting on the market with 
money parked in places like beneficiary certificates." 

Banks expect the Ministry of Finance to go ahead with its 
stated goal of expanding the bond and equity market: the South 
Korean market with only a 10-year history has still to mature. 
Marketed bonds are usually of three-year maturity: if long-term 
bonds maturing in four or more years are encouraged companies 
dependence on expensive short-term financing will be reduced. 

With South Korean companies reluctant to open their books 
to others for advice, merchant banks have still to make headway 
in the traditional function of corporate advisories. Internation- 
ally, however, trends are encouraging as the institutions are 
being commissioned by prospective investors and financiers for 
advice. 

KMBC is perhaps the most active of six in corporate advisory 
work. Together with its off-shore shareholders, Lazard Brothers 
and Barclays International, KMBC advised financing of four 
projects involving the export of £80 million (US$137.2 million) 
worth of capital equipment from Britain to South Korea. More 
recently, the bank was actively involved in arranging two loans 
totalling US$345 millioin for the Seoul metropolitan govern- 
ment to finance subway construction. 

Merchant banks, with ability to call on their foreign partners’ 
experience and resources, have spread their wings by arrange- 
ment with and in syndication of long-term loans with foreign 
banks. KMBC was a major underwriter in two floating-rate 
notes issued by two South Korean banks in the Eurodollar mar- 
ket. Co-managing newly floated stocks is a new activity. 

Although some merchant banks expressed apprehension at 
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the prospect of commercial banks being allowed to function as 
merchant banks also, others do not expect much change in the 
business situation. One banker says that if the government de- 
cides so, merchant banks will have to compete a little more in the 
underwriting business but there will be no competition in price 
and quality as underwriting fees are fixed by the securities deal- 
ers' association. In their traditional advisory function, commer- 
cial banks may get more business by virtue of being their clients’ 
prime bank but conflict of interest may not allow them to be 
good in quality of advice. Korea Exchange Bank with a share in 
several merchant banks has a merchant-banking arm and this 
has not affected others’ business. 

One merchant banker involved in the setting up of an interna- 
tional trust fund as an adviser to its lead manager (the first fund 
to enable non-resident foreigners to invest in the Korean stock- 
market) said that “more money is waiting to come.” A second 
trust fund aimed at attracting American investors is due to ap- 
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pear next year. Setting up of similar new funds is not likely tobe — 


permitted until the Korea Fund gets off the ground in 1983. 
The government plans to allow direct foreign investment in 
some stocks after 1985 following a step-by-step change in 
policies and full liberalisation of the stockmarket is not likely 
until 1990. Foreign investors, however, are showing greater in- 
terest in investments in the South Korean stockmarket. One 
merchant banker reported that his bank had arranged several 
short programmes for small groups of international investors. 
With inflation coming down to a single digit and exceptional 
stockmarket yields — in February the average listed stock had 
a dividend yield of 16.4% and price earning ratio of 3.5% — 
foreign stock-investors are attracted, but the same figures ате 


the reason for government reluctance to open up the market. m — 





First the nitty-gritty: 
then the banking 


By Andrew Tanzer in Taipei 


here are no merchant banks in Taiwan, nor are there likely to be for some years to 
T come. Observers say the banking system is still too backward, government con- 

trols on interest rates and foreign exchange too tight and the equities market too 
immature for merchant banks to take root. *We first have to take care of the nitty-gritty 
before we think about fancy things like merchant banking," commented one Chinese 
banker. 

Basic values and concepts will have to change before merchant banks earn their keep. 
For instance, corporate advisory service — the bread and butter of many merchant 
banks — is all but unknown in Taiwan because businessmen are loathe to pay for advice. 
“Most companies in Taiwan are family enterprises which hate to take advice from out- 
side," said one money-market dealer. Merchant bankers need to convince stubborn 
entrepreneurs that their advice is worth the fees they charge. Some analysts doubt there is 
a large enough pool of talent at present on the staff of merchant banks. 

Nevertheless, there have been some encouraging developments in merchant banking 
activities over the past year. The local money market, born in 1976, has continued to 
boom and to acquire more depth and diversity. The government has begun to encou- 
rage local concerns to issue short-term instruments abroad where rates are often 
cheaper. 

Since the International Commercial Bank of China (ICBC) led the way in 1980, at 
least four local banks have issued negotiable floating rate certificates of deposit (FRCDs) 
overseas. ICBC issued US$20 million of FRCDs in London, managed by Dillon Reed. 
According to ICBC vice-president C. C. Chen, the purpose of the issue was to “diversify 
our source of funding away from the usual banking sources and to educate ourselves." 
The most recent bank to follow suit was Bank of Communications, which issued US$20 
million of US-dollar-denominated ERCDs in the Asian market in June. Local banks 
generally issue US dollar FRCDs abroad to raise currency for trade financing. 

Taiwan Power Company (Taipower), the electrical power-generating utility and the 
island’s biggest foreign borrower, is endeavouring to issue commercial paper on the 
New York market. Taipower has reportedly already been approached by numerous in- 
vestment banks itching to manage the issue. Analysts reckon Taipower's goal is to estab- 
lish a name for itself in New York before issuing bonds in the same market further down 
the road. No Taiwan corporation has issued bonds abroad before. 

The island's three young bills finance companies, which serve as money-market deal- 
ers and brokers, continue to do a brisk business. In 1981 they bought and sold NT$377 
billion (US$9.4 billion) worth of commercial paper, bankers’ acceptances (BAs), negot- 
iable certificates of deposit (CDs) and treasury bills, up 90% on 1980 and 200% on 1979. 
In January-June, NT$260 billion of short-term instruments (all with a tenure of less 
than one year) were issued, double the amount in the same period of 1981. 

The most interesting development in money-market activity over the past year 
has been the end of commercial paper's dominance. In 1981 it accounted for 
almost 60% of the primary market and 90% of the secondary, but in January-June of 
this year its share dropped to 43% and 57% respectively. BAs' piece of the primary mar- 
ket doubled from 11.5% in 1981 to 23% in January-June; negotiable CDs in- 
creased from 30% to 32%. In terms of dollar value commercial paper is still expanding 
but its slice of the rapidly growing money-market cake is shrinking. 

An easing of credit in the banking system has cooled demand for commercial pa- 
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The Reuter Monitor Service now carries 
pages on gold pricing from the Gold 
Exchange of Singapore, the Hong Kong 
Gold and Silver Society and the Tokyo Gold 
Exchange. And that's only the list of gold 
exchanges in Asia. Other international gold 
exchanges featured include the Commodity 
Exchange Inc in New York, the Chicago 
Board of Trade, the Chicago Mercantile 
Exchange and the London Futures 
Exchange. In addition contributions from 
major international market makers help keep 
you in touch with each fluctuation in the gold 
price 

With over 130 pages of gold prices 
from 24 major centres around the world, the 
Reuter Monitor Service provides gold 
dealers and traders with a real gold mine of 
information 

О! course, subscribers can also mine 
a wealth of other information from the Reuter 
Monitor Service. Worldwide equity, 
commodity, bond and foreign exchange 
markets and the news that moves these 
markets are all available at the touch of 
keyboard buttons 


World markets as they move 


Reuters Limited 
5/F Gloucester Tower, 11 Pedder Street 
Central, Hong Kong. Tel: 5-264261 
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per. In 1981, though interest rateson it soared over 1995, the short- 
term instrument became a favourite way of raising money — at 
least funds were available (unlike in the banking system, interest 
rates in the money market are determined by market forces). 
This year, however, the central bank loosened the reins on the 
money supply, injected postal deposits into four banks and per- 
mitted a 5% depreciation of the currency. This, along with a 


— * sharp business downturn, has meant that bank loans are more 
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_ — five times the banks’ 


f pey started pushing 


| BAs. At present there 


readily available. 


hile many of last year's interest rates on commercial 
exceeded paper rates on short-term loans by several 
percentage points; this year has changed: the rate for 
- 180-day commercial paper was recently 11.3% compared to 
| 12.5% for short-term bank loans. But after a 1% guarantee 


(Бу commercial banks and trust companies), a 0.0395 certify- 
ing fee and 0.45% underwriting fee — both assessed by bills 
— finance companies — are tacked on, commercial paper be- 


"comes more expensive. In recent months, corporations have 


"bought 40% of commercial paper and commercial banks 
x 48%. 


Foreign banks with Taipei branches have provided the im- 
petus behind the surge in BAs. Foreign banks have always had 
difficulty gaining access to local currency — they are not permit- 
ted to take time deposits — and this year rates on the local inter- 
bank market have often been higher than the rates at which they 
are permitted to lend money out. With local interest rates lower 
‘than in the United States, many borrowers have rapaid their US- 
dollar loans to take out NT-dollar-denominated ones. 

— Foreign banks have 
scrambled to raise local 
currency: one method 
used was to guarantee 

commercial paper but 

there is a ceiling on this 


` net worth — so then 


As. Banks gain in two 
ways: they earn a 1% 
acceptance fee and at- 
tract deposits of the 
companies issuing the 


is no ceiling on accep- 
tances though there are 
some rumblings in the 
Finance Ministry about 
regulating this too. 

According to Nora 
‘Liang, manager of the 
financing and develop- 
ment department of 

- Chung Hsing Bills Fi- 
hance Corp., negoti- 
able CDs have shown 
some growth this year 
because of banks swap- 
ping the instruments to 
make targets on depo- 
sits. 

Trade in treasury 
bills (T-bills) has al- 
ways been negligible 
but some analysts think 
this might change in the 
near future. In the 
past, the central bank 
has issued T-bills to ad- 
just its financial posi- 
tion. With Taiwan be- 
ginning to run budget 
deficits, the treasury is 
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Senior citizens: growth possible in their pensions’ area 





| expected to issue T-bills handled by the bills finance compa- 


nies. Up to now deficits have been covered by issuing bonds to 
fund construction projects. As of June there were USS500 mil- 
lion worth of government bonds outstanding. Construction 
bonds are usually bought by the central bank for lack of a mar- 
ket. 

In contrast to brisk growth in the money markct, the securities 
underwriting business, handled by six investment and trust com- 
panies, has actually shrunk. In 1981 there were only six new is- 
sues worth NT$127 million, several issues fewer than in most 
years. The most obvious reason is the weakness of the stockmar- 
ket which has been slumping for the past two years. Many of the 
better firms resist listing their shares because the market is thin 
and easily manipulated. Many families running enterprises fear 
they will lose control and ownership of theit firms if they go pub- 
lic. 

Given the lack of a mature and deep stockmarket, portfolio 
management is not a big field for trust companies. Pension fund 
management, however, looks like an area for growth. A labour 
standard law now in the legislature would require that a variety 
of businesses establish pension-fund programmes. Trust com- 
panies, offering a guaranteed interest rate plus a bonus expect to 
manage many of the accounts. 

The Ministry of Finance is drawing up plans to change the 

complexion of trust companies. The plans are two-fold: to per- 
mit trust companies to take demand deposits (thus allowing 
them to act more like commercial banks) while forbidding them 
to invest in property, the stockmarket and other companies. Ac- 
cording to financial sources, current regulations say trust com- 
panies can invest only their own paid-in capital (but not custom- 
ers' deposits) in property. The ministry turned a blind eye to 
massive investment in property by several trust companies in the 
raging property mar- 
ket of the late 1970s. 
For years property- 
rich trust firms were 
flushed with cash. But, 
since the » property- 
market bubble burst in 
1980, some firms have 
been driven to the wall 
because they had so 
much capital tied up 
in liquid property. as- 
sets. 

Trust. companies 
maintain they are at 
à great disadvantage 
compared to commer- 
cial banks because 
they are only permitted 
to take deposits of six 
months or more. Ac- 
cording to-one trust 
company president's 
sums, the current cost 
of funds for his firm is 
over 1395 compared to 
9% for banks. Allow- 
ing companies to take 
demand deposits (in- 
terest rate 2.75%) 
would lower their cost 
funds but not enough 
to compete head 
on with commercial 
banks, Banks have the 
advantage of checking 
accounts — no inter- 
est paid — and 
an extensive network 
of branches -through- 
out the island: giv- 
ing them far greater 
access to small depo- 
sitors. 
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Kuwait has the third largest proven oil reserves in the world - and financial skills to match. 


OF and total assets of USS 9.111 
billion (KD 2.564 billion), we're 


both Kuwait's oldest and largest bank. 
This in itself is a powerful credential 


Ш $ when it comes 
OIL FINANCING SKILLS, ©: 
, oil financing 


KUWAIT'S MOST 
RESOURCEFUL 


If you want to know about oil, you can 


hardly start anywhere better than Kuwait. 


After nearly fifty years as a major oil- 
producer, there's scarcely any country in 
the world that can equal Kuwait's 
reservoir of knowledge and experience. 

And that, of course, includes the 
banking skills necessary to arrange 
finance for international oil shipments. 

One bank is notably in the lead in this 
demanding area. 

The National Bank of Kuwait. 

This isn't altogether surprising since 
we've been at the heart of the country's 
financial development since 1952. 


Today, with over 30 years' experience, 


facilities. 

Recently, we've helped raise 
loans for countries in Africa, Asia 
and Europe, acting as agents for the 
international banks involved in the 
syndications, as well as providing funds 
ourselves. 

The development of our oil financing 
business is one aspect of our growing 
strength in international syndicated 
lending, where we have played an 
important role in a highly impressive 


list ofloan projects. In the past year alone, 


NBK lead, or co-managed, loans 
exceeding USS 2 billion. 

We have a network of over 700 corres- 
pondent banks worldwide, and represen- 
tative offices in London and Singapore. 

So our expertise is very accessible 
to you. 

If you would like to put Kuwait's most 
resourceful bank to the test now, please 
contact:- 





The National Bank of Kuwait S. А.К. 
Head Office: 

PO Box 95, Safat, Kuwait. 
Telephone: 422011 (20 lines) 

Telex: NATCRED 22451 KT 
NATBANK 23623 KT 

Credit Division - Multinational. 
Telephone: 431088/440731/438340-50 
Telex: NBKMULT 44836 KT 
Overseas Offices: 

NBK Representative Office for the 
United Kingdom and Europe, 

NBK Overseas (London) Limited, 

1 St. Michael's Alley, Cornhill, 
London EC3V 9EX, England. 
Telephone: 01-623 1881 

Telex: 892348 NBKLDN G 

The National Bank of Kuwait S. А.К. 
Representative Office for Singapore, 
South-East Asia and Australasia 
11-01 The Octagon, Cecil Street, 
Singapore 0106. 

Telephone: 2225348/2225349 
Telex: KUBANK RS 20538 


The National Bank of 
Kuwait S.A.K. , 






Japan's largest asset: 














DKB is Japan's largest bank. with 
internation 1l bank that un terskcimds t pes 2 
through its vast domestic branch network anc 
Japanese compar A few of the 
two jn and foreign-attiliated c 
today banks with DKB — turning to I 
corporate partner they can depend 
financial data, or sop ated inte 
I re interested in pu 
ind internati 


exceeding 05599 billion. DKB is also the 

> and Japan's financial w vod 1 
financial relations with almost all leading 
sons behind the fact that one out of every 
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DKB — the internatior al bank that listens and has the 

sis to act 





We have your interests at heart 
ИН ошын DAI-ICHI KANGYO BANK 








Taipei Branch: No. 23. Sec. 1, Chang An E at Road “Taipei. T 





1 Seoul В Branch. i 








Chung- seoul Korea singapore Branch, Hong Leong Bidg.. 16, Raffles Quay igapore 0104 Jakarta Representative Ottice: ! ntara 
Bldg n M.H. Thamrin Nc Jakarta. Indone : Kuala Lumpur Representative Office: Sth Floor. Mui Plaza. Jalan Parry. РО. Box 







арза Representative 008, t th Floor 
I can F \ 6 





jail and Hong Kong Subsidiary 
Associated Companies at. Hong 


Head Office: 1-5, Uchisaiwaicho |-chome 








Lum ir, Jakarta, Manila 


) E 
We don't believe 
In magic. Magic plays no part in investment. Knowledge, 


experience and security are the essential 

elements.Wardley Investment Services Limited provides a team of 
experienced investment managers who specialize in the 
management of equity, bond and cash portfolios in all 
the world’s major financial markets. 
When it comes to investment, speak to the people Wardley Investment 
who treat money as seriously as you do. Services Limited 

MEMBER OF 


WARDLEY INVESTMENT SERVICES LTD THE HONGKONGBANK GROUP 
HONG KONG 12/F. Bank of Ame i wet. Ha л WAVIN H 


IGAPOHE 902 Ocean Building yer Quay 
WISL INTERNATIONAL LTD. 
NON Frede ks Piace ] Jewry J 
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You check in at our First Class counter. Less waiting in a 
queue. You are invited for drinks at our Marco Polo Lounge; we 
have them in all major airports. On board you'll enjoy our excellent 


cuisine, with fine wines, cheese board and superb hi-fi entertainment, 


all in purring smooth Rolls-Royce comfort. All this, because we don't 
believe you should travel in anything less than the style to which 
you've become accustomed — First Class comfort and luxury. 


You can depend on us. 


Exclusive 
privileges, 
relaxing 
surroundings, 
tine cellar. 
hi-fi, Rolls-Royce 
and more. 


The Swire Group PH 


ABN.The Dutch Bank? 
Are they really big? 











Assets of the ABN Bank now exceed Fl.122500000000. 


With our assets alone we could call abroad. This is why we are the largest our 150 years of experience and international 
ourselves ‘big’. But ABN is big in other international Dutch Bank expertise can help you 
ways too. And we're particularly at home in East 

Not only do we have over 700 branches Asia. Our first branch in the region opened 
in Holland we have an extensive network of in 1824 so we know the region well ABN 8 
offices in more than 42 countries, ABN offers a complete range of financial an 

Our international operations deal in over services, from international letters of credit 
140 different currencies and employ nearly to providing loans to local businessmen The largest international Dutch bank with over 
8,400 experienced people in our offices Call on the ABN Bank and find out how 150 years experience in East Asia 


nda 23-24 Tel. 362309. Sub-branch, Kali Besa 11/19 Tel. 673143 MALAYSIA. Kuala Lumpur: Wisma Sachdev 16-2 Jalan Raja Laut Tel. 989155 Penang: 9 Leboh 
pathi Mawatha ( $ Tel. 20205 SINGAPORE: 2 Cecil Street Singapore 0104 Tel. 915511 JAPAN. Tokyo: Fuji Building 2-3 Marunouchi 3-chome 

ing 1-1 Hakata Ekimae 1-<һоте, Hakata-ku. Fukuoka 812 Tel. (092) 473-1955 Kobe: Daishin Building 113 Higashi-machi. Chuo-ku 

saka Tel 06-261-3251 KOREA: Daewoo Centre Building Room 1818 No. 541 Namdaemoon-roS-ka Chung-ku Tel. 778-0221 
k (Affiliation of ABN Bank) 1 Sung Chiang Road. Tel. 581-8131/5 


INDONESIA. Jakarta: Jalan Ir. Haji Ju 
Pantai Tel. 362144. SRI LANKA: 41 Jan 
Chiyoda-ku Tel. (03) 211-1760 Fukuoka: Hakata Shin Mitsui Bi 
Tel. (078) 321-4591 Osaka: Toko Building No. 5, 4«home Az 
HONG KONG: Main Branch. Hollan 9 
HEAD OFFICE: Amsterdam Netherla 

















achi, Higashi-ku, ( 
Tel 5-236001. TAIWAN. !R.o.C.) Taipei: HB 





We Make Your Business 
Completely Established 
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— — — —-- PROFITS ARE EARNED THROUGH-USE— 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 

SHIPS AND AIRPLANES, OFFICE MACHINES, 

FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia 0 і L і А і Lid 
Hong Kong — Orient Leasing (Asia) Ltd. r ent eas ng S a . 
— Orient Leasing (Hong Kong) Ltd 
Singapore — Orient Leasing Singapore Ltd 0 i t L ing (HK) Ltd 
Malaysia — United Orient Leasing Co., SDN, BHD r en eas ы 
Indonesia — P. T. Orient Bina Usaha Leasing 30th Floor, United Centre, 95, Queensway, Hong Kong. 


Коса — Кона DOOMED СИД Соронз, 6-29552227 Telex: 75690 OECHK FEC 
Philippines — Consolidated Orient Leasing and 


Finance Corporation 
Thailand — Thai Orient Leasing Co., Ltd 
Sri Lanka — Lanka Orient Leasing Co., Ltd 
Chins — Chine riant laacinn n 1 ed 














We know the Chinese 
business traditions 


We know the Chinese business traditions. 
And, of course, we know modern banking. 
We extract the merits of these and offer you 
the most sophisticated banking services. 


HANG SENG BANK LTD. 


77 Des Voeux Road Central, Hong Kong 
Telex Nos. 73311, 73323, 75225, 63030 





INDIA 


Merchant bankers: 


MERCHANT BANKING '82 


get into 





the agricultural surplus 


By Jayanta Sarkar in Calcutta 


ith a virtual boom reigning in India's capital market, 

W тет banking is doing well. Management of capital 

issues on behalf of other companies remains its staple 

item and indications are that for some time to come such busi- 

ness will continue to be brisk. What lies beyond that will depend 

on how far and how fast it can diversify into other areas of corpo- 
rate operations. 

The process has started. Indian merchant banking is getting 
increasingly involved in two promising growth sectors of the 
economy — promotion of joint-ventures abroad and overseas 
loan syndication. Bankers have already started getting into cor- 
porate boardrooms and it is'a just question of time before they 
start playing a more assertive role as project advisers and busi- 
ness consultants, 

But much of the flurry seen in the capital market in recent 
months is basically due to a negative factor. A tight credit policy 
on the part of the banks and a general liquidity squeeze in the 
economy have driven many companies to raise funds from the 
market by floating shares and debentures. Sooner or later this 
situation must change and then merchant banking will have to 
devise a more positive role for itself. 

During the period April 1981 to February this year, 311 Indian 
companies floated capital issues to the tune of Rs 4.36 billion 
(US5458,947); a sharp jump over the score of the previous 12 
months when a little over 190 companies mobilised Rs 1.125 bil- 
lion. Corporate circles hold that by the end of the first quarter of 
1983, about another Rs 3 billion will have been mopped up from 
the market. 

Merchant bankers have been mostly handling this business 
and corporate bodies have found it convenient to entrust them 
with the rather thankless job of completing the elaborate for- 
malities that must precede floating of capital issues: that takes a 
lot of worry off their mind and also helps them save on over- 
heads. 

Merchant bankers. in their turn. have developed the 
machinery as well as the method to carry this burden, but for 
most of them preparation is not yet complete. Only a few could 
really claim to have both the expertise and infrastructure to 
make a success of the job so — not surprisingly — most busi- 
ness is still going to only a few banks and financial agencies. 

At the top of the table comes the State Bank of India (SBI), 
biggest commercial bank in the country and. the first to be 
nationalised after independence. As premier bank SBI has 
emerged as the natural choice of most of those seeking to raise 
capital: it also commands that extra weight that helps things 
move faster. 

Among foreign banks operating in the country Grindlays has 
also made good progress in the field. Its worldwide network, to- 
gether with the advantage of an early head-start and profes- 
sional efficiency, has helped it to secure a fair amount of busi- 
ness in a competitive line. Some other banks like Citibank and 
Bank of America are also getting into the promising arena of 
capital issues management. 

A large number of private financial consultants are giving 
these heavyweights a fair amount of competition. Some have 
even set up offices or appointed agents in such key areas as West 
Asia, Southeast Asia-and the United States which have a fair 
concentration of non-resident Indians. They have pitched their 
tents in the hope that they will be able to canalise surplus funds 
of these non-residents into buying shares and debentures floated 
back home. , 

This indeed could emerge as à major area of business for the 
merchant bankers. In the budget presented in February, the 
government considerably liberalised the terms of investment in 
Indian. companies by Indians living abroad: and not to be 
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In the fields of Manipur: largely untapped by banks. 
ignored is the possibility that some day even some foreign inves- 
tors, like the Arabs, might start taking interest in Indian ven- 
tures too. 

Besides banks and private consultancy organisations, there is 
a third category of institutions engaged in fund-raising for com- 
panies: government financial bodies like the Industrial Credit 
and Investment Corp., Industrial Development Bank and In- 
dustrial Finance Corp. 

Next to capital issues management, the main business now 
being handled by merchant bankers is arranging overseas loan 
syndication and financing of joint ventures abroad with Indian 
participation. With government policy turning more liberal to- 
wards offshore loans under compulsion of the foreign-exchange 
crunch, Indian companies both in public and private sectors 
have been encouraged to try this method of financing whenever 
they feel that they will be able to satisfy the rather exacting terms 
of such lending. SBI and several other foreign banks are taking 
the lead in this field. { 

Many joint ventures are being set up by Indian corporate 
promoters abroad (their numbers steadily rising) with participa- 
tion by Indian merchant bankers. The most common involve- 
ment is by way of arranging funds from the international market 
and from international financial bodies. Sometimes they also 
help in project planning. 

Indeed the range of services that some merchant bankers in 
India claim to offer is impressive running from technical consul- 
tancy, project counselling, handling of sale mergers and take- 
overs to management of joint ventures, liaison with government 
and project appraisals. The pity is that takers of these services 
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ut this segment i is not jocónsiderdb nd is growing. Indeed 

: rime Minister Indira. „Gandhi's government: cautiously 


w Бе а more positive reponse both 





Expansion of snonópoly groups and 
een waived. All this is expected to 
ist effect ori the economy once the present re- 
conditions pass and reasonable infrastructural sup- 












reliminary studies put the « imated к ге- 

s to transform Thailand's eastern coast into an inte- 
ustrial zone over the next two decades at a staggering 
illion (US$4.3 billion), including about Baht 30 bil- 
y ent investment in infrastructure, Baht 15 billion by 
erpri ises and the remaining Baht 55 billion from private- 
nvestment.: 


















45 billion public-sector investment will come in the form of 
government. budget allocations and loans from such 
lateral institutions as the World Bank, about a third or 
htly less of the requirements will be raised in the form of syn- 
ted lóans. 
Meanwhile, the potential for bank-related project studies and 
cial analyses in private-sector-investment promises to be 
Some major projects. slated to be implemented in the 
- and medium-term future include a gas-separation plant, 
iliser. complex, soda-ash plant which represents Thailand's 
'an-endorsed industrial venture and various petrochemical- 
ited industries. 
With the advent; of ck opportunities, some of Thailand’s 
r financial insti tations —- partea aiy the Bangkok Bank, 
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period between May 
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banking system — и nave had some par 


But onea awhich remains unlargely untapped.s agri 
The introduction of modern farm technologies, the green revo- ` 
lution of the 1960s, has created pockets of investible surplus in 
the rural sector. Recently a large share of the public issue of a 
leading fertiliser company was mopped up by neighbourhood 
farmers. Such funds are there to be tapped and merchant 








“bankers have arole to play in this field. So far they have not done 


it. 










the state-run national pétrole pan 

million loan in May — originally mandated to Bangkok Bank 
and Citicorp International group and later joined by three other 
international banks — was primarily designed to fin е РТТ” 
cash flow. The terms — 0.375% interest over the 
bank offered rate for the first eight years ris 

the last two years with a 0.4375% management fee — were 
considered the most attractive Thailand has ever received for a 
large commercial loan. 

-The second loan of ¥14.5 billion (US$56.86 million) the 
Bangkok Bank co-led with Mitsui Bank, which carries 0.296 in- 
terest above the yen long-term prime rate over 10 years, will be 
used’ partially Чо finance construction of the gas- separation 
plant. 

The two syndications reflect the Bangkok Bank's heightened 
interest. “The spread may be thin but we have done it to assist 
the government to raise the necessary financing. as well as for 
our own prestige. Participation by a major Thai bank gives 
added confidence to other international banks," commented 
Chote Sophonpanich, senior executive vice-president in charge 
of international banking. Founded 37 years ago, the bank's long 
history and extensive overseas contacts will undoubtedly facili- 
tate its more vigorous entry into the syndication business. 
Because the profit margin on syndication is small, there is un- 
likely to be any serious competition among Thai banks. For in- 
stance, the Thai Farmers Bank, second largest in term of assets, 
adopts a different strategy. ‘Senior executive’ vice-president 
Narong Srisa-arn said the bank is not enthusiastic because of the 
thin spread and sometimes high risk associated with syndication 
for governments. “We will of course do it for the Thai Govern- 
ment, but we have informed the authorities that if foreign banks 
continue to compete for this type of business here, we will let 
them handle it.” 

However, Thai Farmers and Siam Commercial; the fourth 
largest, will continue to expand on term loans for local corporate 
borrowers. Due to sharp fluctuations of interest rates in interna- 
tional money markets over the past two years, there has been а 
conscious attempt by banks as well as commercial borrowers to 
shift from foreign currency borrowings to rely more on domestic 
baht financing. 


eanwhile, the volume of commercial-term loans ex- 
М“ by a small group of large and highly geared 

finance companies this year appears to remain at the 
same level as last year or may even drop due to à series of new 
regulations enforced by the (central) Bank of Thailand (BoT): 
among other things, it scaled down finance companies’ capital- 
to-risk assets ratio (from 20 to 16.7 times). Asia Credit, the 
largest finance company which: is a market leader in project- 
financing, does not appear to be adversely affected because of its 
large capital base but Thai Investment and Securities Co. 
(Tisco) was forced to scale down its.risk assets by Baht.600 mil- 
lion as a result of the regulation change. alone represents a 
Baht 12 million loss of income and company executives now cón- 
cede that net profits for 1982. b: tantially below last 
year’s Baht 25 million, : 
Zero growth or-even negative owth in project- financing by 
the finance sector — which is nearly one fourth the size o 
























































This announcement appears asa matter of record only, August 1982 


: US. $25,000 ,000 - | 
ShortTerm Oil Facility / 
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"Arranged ky 
` The National Bank of Kuwait s. A. К. 


Provided by 
Bank of Kuwait S.A. E 


Standard Chartered Bank PLC 
(Bahrain: Offshore Banking Unit) - 


-Arab Banking Corporation (ABC) 


- Grindlays International Limited 
`... (Bahrain Offshore Banking Unit) - 


Bank of America NT & SA 
Citibank, М.А. 


The Bank of Tokyo, Ltd. 
(OBU) Bahrain Office 


Grindlays Bank p.l.c. 
(as First L/C Confirming Bank) 


": Agent 


The National Bank of Kuwait S.A.K. , eA 





cussions on the general business and industrial sectors if it had 
not been for the unabating economic slowdown which has cut 
credit requirements. 

Notwithstanding growth potentials in syndication, the under- 
writing of debentures and shares as a long-term source of financ- 
ing remains dormant. Financial analysts attribute this to the ab- 
sence of a primary capital market on one hand and, perhaps 
more importantly rigid legal restrictions on the other. Most 
agree that the Public Companies Act (PCA), enforced in 1978 
and legally barring public offerings of debentures and shares by 
non-public companies, has in effect shut the door of the under- 
writing business. 

Four years after enforcement, the law has remained very 
much on paper: the only public companies in Thailand today are 
a small handful of distilleries which are mandatorily required to 
meet the law. There are no special privileges to encourage pri- 
vate companies to go public: on the contrary rigid stipulations, 
particularly in connection with the diversification of sharehold- 
ing structures, are regarded as strong disincentives to any trans- 
formation in à business community traditionally bent on keeping 
equity to close family circles and personal associates. 

Ironically, the 80 companies listed on the Thai stock exchange 
are not considered fully fledged public companies as they come 
under the stock exchange law rather than the PCA. Past at- 
tempts by authorities at the stock exchange to amalgamate the 
two legislatures by modifying some of the more restrictive regu- 
lations contained in the PCA have failed to achieve any positive 
result. Meanwhile, proposals by the Thai Finance and Securities 
Association for amendments to both the act and the civil and re- 
venue codes in order to permit non-public companies to make 





MALAYSIA 





Thai farmers at work: their bank is the second largest 





Much vision and courage 
will make the sun shine 


By Jeffrey Segal in Kuala Lumpur 

string of ownership changes among Malaysia's merchant 
At: over the past 12 months — the first big equity ovér- 

haul in the industry's 11-year history — has resulted in a 
imuch-reduced role for government agencies in the boardrooms. 
At the same time, however, indirect control by the authorities 
has increased. The government's so-called guidelines to mer- 
chant banks — a set of informal, but rarely-flouted, rules — 
have been toughened and new laws brought in to curb financial 
abuses. Despite some apprehension about the measures — pro- 
fits have continued to grow — tough merchant bankers are fore- 
casting difficult times ahead for the sector as the deepening re- 
cession in Malaysia erodes some of their main sources of in- 
come. 

The first big facelift came at Rakyat First. Since a pull-out by 
minority partner Citibank in 1977, Rakyat First had been oper- 
ated as a wholly owned subsidiary of Bank Rakyat, a rural credit 
cooperative under the charge of the Ministry of National and 
Rural Development. But Bank Rakyat's own mounting losses 
(REVIEW, July 9) put a severe constraint on the expansion of the 
merchant bank and Rakyat First’s pre-tax profits actually fell 
last year at a time when many of its competitors were posting 
their best-ever figures. 

In September last year Rakyat First's board — chaired by 
Daim Zainuddin, reportedly the new owner of Indosuez Bank's 
Malaysian operation — hived off a 45% stake to 
Deutschegenossenschaft Bank (DG), the central bank and 
liquidity manager of the German cooperative movement: and 10 
months later a second European cooperative bank, Austria's 
Genossenschaftliche Zentralbank, came in with 5% whittling 
DG's share down to two-fifths. Both the latest partners are new 
to Malaysia though they have participated in Eurocredits for the 
government. 

The tie-up could lead Rakyat First down some unusual paths 





for a merchant bank. A senior official told the REVIEW: “We will 
endeavour to further the development of cooperatives in the 
country as one of our activities." There are some with nearly 
2,000 cooperatives in the country, with nearly 2 million mem- 
bers and the official feels they offer wide scope for a merchant 
bank's financial expertise. 

The Rakyat First restructuring was followed by a major 
change at Arab-Malaysian Development Bank, the country's 
largest merchant bank, with assets of M$1 billion (US$425.53 
million) and branches in Kuala Lumpur, Johor Baru and Kota 
Kinabalu. Arab-Malaysian was originally formed seven years 
ago as a financial bridge between Malaysia and the Gulf. State- 
controlled Malaysian Industrial Development Finance (MIDF) 
had 55% of the equity, Kuwait-based Arab Asian Investment 
Co. held 33% and Saudi Arabia's National Commercial Bank 
owned the balance. 

But MIDF had a similar stake in Malaysian International 
Merchant Bankers, however, and a ruling that no financial in- 
stitution could hold shares in more than one merchant bank 
forced it to sell off its 55% of Arab-Malaysian in April this year. 
The buyer — as expected — was Malay entrepreneur Datuk 
Azman Hashim, main shareholder of publicly listed Taiping 
Textiles, a former executive director of Malayan Banking and, 
until March, chairman of Kwong Yik, the country's ninth largest 
commercial bank. 

Azman's takeover of the MIDF stake — funded by a locally 
raised M$50 million credit line — could be followed by a bid for 
Arab Asian's one-third holding. Azman, recently appointed 
executive chairman at Arab-Malaysian, told the REVIEW that an 
offer was "in the air." He also aims to get rid of his personal 
9.5% share in Kwong Yik. Both Arab-Malaysian and Kwong 
Yik have finance company subsidiaries and the situation pre- 
sénts a conflict of interest, Azman said. 


SEPTEMBER 24, 1982 e FAR EASTERN ECONOMIC REVIEW 


Three months after the Arab-Malaysian sale, a second gov- 
ernment-controlled agency, the Urban Development Author- 
ity, was pressed to unload its majority stake in a local merchant 
bank. The authority owned 60% of five-year-old UDA Mer- 
chant Bankers, Malaysia's youngest merchant bank but one of 
its most successful in terms of returns on capital. Despite the 
subsidiary's profitability, the public enterprises ministry felt that 
authority should rationalise its operations and so, in July, its 3 

million shares were sold for M$9.6 million to Sarawak-based 
Bank Utama, a small commercial bank. The Hongkong and 
Shanghai Banking Corp. retains 25%, Industrial Bank of Japan 
10% and Anthony Gibbs (Overseas Investments) 5%. 

Amid all the ownership changes of the past year have come a 
series of new regulations from the government — particularly 


MALAYSIA'S MERCHANT BANKS 


Amanah-Chase 
Merchant Bank 
Arab-Malaysian 
Development Bank 
Aseambankers — 
Malaysia 
_ Asian International 
Merchant Bankers 
Asiavest Merchant 
Bankers 
Bumiputra 
Merchant Bankers 
D & C Nomura Development and 
Merchant Bankers Commercial Bank 
Malaysian International | Malaysian Industrial 
Merchant Bankers Development Finance 
Permata Chartered* Malaysian International 
Merchant Bank Shipping Corp. 
Pertanian Baring Sanwa | Bank Pertanian 
Rakyat First Bank Rakyat 
Merchant Bankers 
UDA Merchant 
Bankers 
*Formerly Chartered Merchant Bankers Malaysia. 
tincluding contra items; figures in millions of Malaysian dollars. 
AMDB year-end changed to Mar. 31 as of 1982; 15-month accounts not 
available at time of writing. 


Komplek Kewangan 
Datuk Azman Hashim 
Malayan Banking 
United Mala 

Banking Corp. 
Asiavest Holdings 


Bank Bumiputra 


Dec.31 


May31 
Dec. 31 


Bank Utama | Dec.3 
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MERCHAN 7 BANKING '82 
public offerings have also generated little 
response. 

Prior to enactment of the act, underwriting accounted fora | 
significant slice of merchant banking business for the few big- 
o f inane houses. . Tisco, for instance; underwrote an aver- —— 


government 


since its ; establishment i in 1969 (REVIEW, Sept. 18, `81). 
cutives thus agree it is vital to amend the law either to 
uce more privileges for going public or modify the rigid - 


Private placements of common shares were successful duri 
the 1976-78 stocks boom period but since the collapse of Raja fe 
nance in 1979 — and the subsequent stockmarket crash — — they 
have been reduced to a bare minimum. E 
There is general agreement that various aspects of merchant | 
banking in Thailand have yet to be fully developed. Onei E 
tant drawback which prevented growth in the past has been the 


absence of specialisation in both banking system and finance 


sector. Growth potentials for financial advisory services, Rams rh 
financing and loan syndication from the banks’ point of view _ 
notwithstanding, experts point to a necessity in the longer-range - ` 
future to institute specialised financial services among the coun- - 
try's 112 finance companies. 1 
BoT, in the recent past, has been considering allowing thees- E 
tablishment of discount houses but suggestions by some private - 
quarters for an overall reorganisation of the finance sector—to | 
introduce more specialisation — have yet to be acted upon. @ 


the central bank, Bank Negara — aimed at redefining areas in 
which Malaysian banks should operate. December 31 last year 
was the final deadline by which all merchant banks had to make — 
at least 30% of their income from fee-based activities like under | 
writing and placing stock issues, syndicating loans, са р 
feasibility studies, arranging mergers and takeovers and та 


ing portfolio funds. The ruling — a condition of the bank's 


cences — was aimed at avoiding duplication of services w 
commercial banks. “Without that pressure," the chief exe 
of Amanah-Chase, Ishak Abdul Hamid told the REVIEW, 


. merchant banks would continue to live on interest income." - 


By 1979, five individual banks were still below the quota and _ 
in 1980 one had still failed to make the target. By the end of li 
year, though, all 12 merchant banks had reached 30%. One he 
the bare minimum, another 61% and the group overall 4595. - 
Bank Negara, however, still feels some merchant banks are 
complying only grudgingly. Its 1981 annual report commented ^ 
"Although the industry as a whole has performed well, the 
and quality of the services of a number of merchant banks still. 
leave much scope for improvement." 


alaysian merchant banks to extend loans to local resi- 
dents in foreign currency and also to take foreign currency 
deposits from non-residents. The idea was mainly to smooth ac- _ 
quisitions of overseas companies and the purchase of imported - 
goods and services, but merchant bankers saw pitfalls. Within- - 
‘terest rates in Malaysia traditionally well below those of the _ 
major Western money markets — and, according to most local | 
merchant bank officials contacted, likely to stay that way 
into 1983 at least — and the added element of exchange-rate risk 
on repayment, foreign-currency loans would look unattractive - 
st Malaysian firms, they felt. The high cost of money from | 
overseas, handling expenses and the same currency exposure - 
likewise made deposits a dubious proposition. “Spread-wise, it — 
doesn’t pay,” said one general manager. 
Foreign currency deposits have in fact hardly taken off at all 
since the change was made, though there have been one or two _ 
loans raised. Multi-Purpose Holdings’ US$92 million syndicated” 
credit arranged by Aseambankers in May this year to pay forthe — 
cash offerto Dunlop Estates’ minority shareholders has been the 
biggest. Rakyat First alsoarranged a currency loan for the equi- 
valent of M$19 million for investment and management group 
Johan Holdings’ recent purchase of a 75% stake in engineering 
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Le year also saw, for the first time, permission granted: до | 
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- | This industry grows 10% yearly: nutmegs in Penang. 





company George Kent (Malaysia). The funds came from 
Rakyat First's German shareholder, DG. 
— Less welcome changes followed in February when the Central 
— Bank of Malaysia and Banking (Amendment) Act came into 
- force. Three particular provisions had already drawn protests 
from the Association of Merchant Banks when they were first in- 
troduced in parliament two months earlier. A clause giving 
- Bank Negara powers to limit credit to a single customer was seen 
as threatening the merchant banks’ normal practice of dealing 
- with only a few large corporate clients. An amendment prohibit- 
| ing banks from lending money to directors and staff — or to 
| firms in which they had an interest — would, it was claimed, stop 
-merchant banks operating nominee companies or appointing di- 
{ rectors to the board of companies with which they had a continu- 
5 








ing financial relationship. And finally a section allowing Bank 
Negara to regulate bank lending for “immovable property” — 
__ land deals — was seen as too sweeping. 

The government did relent somewhat on its proposal to curb 
© lending to directors: now listed companies in which the bank di- 
. rectors have no material interest and public companies where 
- they have no personal interest, are exempted. But continued 
discussions between Bank Negara and merchant banks have still 
roduced no definitions of the proposed limit on single-client 
ending and equally shed no further light on how the central 

- bank aims to restrict credit for land and property transactions. 
Since the amendments reached the statute books, though, a 
new preoccupation has taken their place: the worsening re- 
_ cession and its inevitable effects on merchant banks’ activities. 
Fee income seems especially likely to suffer while the down- 
turn continues. “Obviously underwriting activities are going 
to decrease in a declining market," one chief general manager 
forecast. Rights issues have already begun to dry up, falling from 
24 in the first seven months of last year to just 11 in January- 
July. Likewise the value of portfolio funds managed by mer- 
chant banks was down 5% in the four months to April even be- 
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Kuala Lumpur stock exchange's big slide began. 
Merchant bank officials also foresee a slowdown in the 
number and size of mergers, acquisitions and restructuring exer- 
cises over the next year or so as cash and credit tighten. Several 
foreign-owned companies in the plantation and tin sectors are 
said to be available, but buyers are being advised to hold back 
until the present owners reduce their asking prices in line with 
the fall in market values. The past 12 months, by contrast, have 
seen several big, costly takeovers put together by Malaysian 
merchant banks: Multi-Purpose's M$400 million purchase of 
Dunlop Estates (arranged by Aseambankers); the M$400 mil- 
lion merger between Malayan United Industries, Development 
and Commercial Bank and Kwong Lee Bank (Rakyat First); 
Permodalan Nasional's £150 million (US$263.16 million) bid for 
Harrisons Malaysian Estates (Pertanian Baring Sanwa); the 
M$400 million acquisition of United Plantations by Kumpulan 
Fima (Aseambankers) and most recently Pegi's M$500 million 
offer for Dunlop Malaysian Industries (Permata Chartered — 
formerly Chartered Merchant Bankers). 

The biggest catches in the estates and mining sectors have, of 
course, already been landed leaving smaller fry like Socfin 
(plantations) still available. Merchant bankers feel the focus of 
attention will now shift to the industrial field — where the Dun- 
lop Industries takeover is seen as an important precedent — and 
to the commercial banking arena. The restructuring of the two 
biggest foreign banks in Malaysia, Chartered and the Hongkong 
and Shanghai, is already under way (REVIEW, April 2) and the 
large Singaporean banks — Oversea-Chinese, Overseas Union 
and United Overseas — are thought set to follow suit. 

In themeantime fee income for merchant banks is beginning 
to be cut. From 41% in January-April 1981, the percentage of 





INDONESIA 


Maybe they'll be 
restricted 
because they’re 


growing so fast 
By Manggi Habir in Jakarta 

he nine major non-bank financial institutions (NBFIs) 
PT ss constitute the merchant banking sector of the Indo- 

nesian financial market are still deriving most of their re- 
venue from lending activities after about nine years of opera- 
tion. Faced with a relatively young and regulated capital as well 
as financial markets, NBFIs concentrated their efforts in provid- 
ing an alternative source of financing to commercial banks 
through the trading of promissory notes. Being less restricted 
than banks NBFIs have grown at a faster pace than other finan- 
cial sectors; however, in terms of size they are still a minor factor 
in a market dominated by large state banks. 

All NBFIs are joint ventures which are required to have 51% 
local ownership by the 10th year of their establishment. So, as 
most institutions were formed in 1973-74, some NBFIs will have 
to restructure their ownership within a year or two while others 
have from the outset structured themselves with a local majority 
ownership. Six of the nine NBFIs have state banks as their local 
shareholders, two have local private banks while one has the 
central bank as a local shareholder. The composition of foreign 
shareholders varies though most have a United States, a Japan- 
ese and a European bank or financial institution represented in 
one NBFI. Many foreign banks which were too late when li- 
mited licences to establish a bank with full branch status were is- 
sued are represented in NBFIs. The advantage of this multiple- 
ownership structure, apart from the variety of experience and 
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closing months of last year. The long overhang could mean 
deeper trouble in 1983. “If it does pinch,” commented D and C 
Nomura's general manager Datuk Douglas Lee, “it will proba- 
bly be towards the middle of next year.” The Association of 
Merchant Banks has proposed — and Bank Negara is said to 
have accepted —an element of flexibility in the 30?5 fee income 
guideline to allow for such ups and downs. Instead of looking at 
each bank on a simple annual basis, a three-year rolling period 
will be used instead. 

The changing economic climate has meant difficulties in other 
areas too. Leasing operations, for example, recorded only a 
M$14 million increase last year to M$139 million after a M$66 
million growth in.1980. Deteriorating conditions in the construc- 
tion and timber industries are blamed. 

Other fund-based activities are also slowing down. Total mer- 
chant bank lending — including terms loans, trade bills and re- 
financing facilities — was only 3% higher 
at the end of April at M$2.46 billion 
than at the close of 1981. The equivalent 
rise a year earlier had been 1275. Overall 
deposits, too, were up only 6% in the 
same period to M$1.72 billion, compared 
to a 24% jump between December 1980 
and April 1981. 

Yet so far profitability seems unim- 
paired. After a record year for many mer- 
chant banks in. 1981, this year ironically 
looks set to be even better. Last year the 


expertise it offers, is the wide and varied 
customer base which is referred to NBFIs 
from the shareholders. 

Thanks to government restrictions pre- 
venting state banks from lending to 
foreign investment companies, the credit 
ceiling on banks and the outside-Jakarta 
lending restriction on foreign banks, 
NBFIs have customers “just walking in 
through the door," as one merchant 
banker put it. Although excluded from the 
lucrative business of documentary letters 
of credit and the issuing of bank guaran- 
tees, NBFIs (unlike foreign banks) can 
deal directly with companies. outside 
Jakarta and guarantee promissory notes 
as a third party. Instead of credit ceilings 
NBFIs are limited by a gearing ratio of 
15:1 which can be easily overcome by ob- 
taining a subordinated shareholder loan 
which is considered part of the capital 
base. ; 

All lending activity is. facilitated 
through the purchase of corporate promis- 
sory notes as NBFIs are unable to lend di- 
rectly. The composition of - NBFIs' 
portfolios has changed with an increasing 
proportion denominated in rupiahs and an 
increased proportion of their notes receiv- 
able are coming from local companies. 

Partly due to the costly experience of 
the 1978 devaluation and uncertain move- 
ments of the rupiah foreign-exchange 
rate, most companies are preferring 
rupiah-financing. One NBFI indicated 
that the local-currency portion of its 
portfolio has currently increased to about 
8595 from:73% at year-end:1980;, -while 
another reported that at least 98% of its 
1981 year-end portfolio is in rupiah. With 
perpetually tight rupiah liquidity in the 
market, the rupiah has become a scarce 
commodity. NBFIs are therefore more in- 
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much of 1982's income derived from services arranged in the | 22 ee 
ı 12 merchant banks’ total resources — capital and reserves, ‹ 


s Industrial and Commercial Loans 


Hong Kong Division: 
Forex Group (Holdings) Ltd 
Foreign Exchange & Investment Lid 
Forex Commodities Lid. 
Forex Estates Ltd. 
Forex Finance Ltd. 
Macau Division: 
Hang Sang Bank Ltd. 
(Banco Hang Sang, S. A.R.1.) 
Executive Hotel & Tourism Co. Ltd 
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posits, amounts due to financial institutions and banks' acce 
tances — grew by 30% to M$2.90 billion; up from a rise of 24 
the previous year. Several banks reported huge rises in gross 
profits. Amanah-Chase's earnings went up 152% to M$4.7 mil- 
lion, D and C Nomura's rose by 139% to M$3.4 million, Aseam 
bankers’ increased by 74% to M$6.8 million, Bumiputra ^ 
chant Bankers’ grew 52% to M$4.3 million and UDA Mercha 
Bankers’ was 48% higher at M$3 million. — * ae? 

This year, all merchant banks contacted by the REVIEW said tl 
even by August profits had outstripped the previous year's tot 
Some general managers see a far greater need for mercha 
bank services at a time of contraction in the economy than 
expansionary period. "There are more opportunities now 
though they require a lot of vision and courage — than wh 
sun is shining," said one. 


The Forex Group is Offeringa — 
Full Range of Financial Services... — 


» Share Broking and Financing eU 


"Ноте Ownership Scheme Mortgage = Hire Purchase and Personal Loans 


Forex Group of Companies EC 
Hong Kong Head Office: "A 
Forex Insurance Co. Ltd. Connaught Centre, zi. 
Forex (Nominees) Ltd. 37th Floor, Heng Kong DES. 
Forex Secretarial Services Lid. Tel: 5-247106 > 
Forex Security Co. Telex: 73347 FOREX HX ri 
Forex Research Lid. Cable: ARBITRAGE х 


Macau Head Office: \ 
S6, Avenida De Almeida Ribeiro, Macau 
Tek 81711 Telex: 88243 FOREX OM | 


Cable: MACABANK 
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Kampung stove-making: NBFis mean nothing to him because he is funded by World Bank 





RAY wilh 








clined to lend out rupiah funds at high spreads which local com- 
panies are usually more willing to pay than foreign-investment 
companies. 

Total assets of the nine NBFIs increased by about 51% from 
Rps 372 billion (US$531.43 million) in June 1981 to Rps 561 bil- 
lion in June this year while half-year earnings before tax grew by 
37% from Rps 4.7 billion to Rps 6.5 billion during the same 
period. Ficorinvest, owned by the central bank and Bancom of 
the Philippines, recorded the highest total asséts amounting to 
Rps 97 billion in June with half-year earnings before tax of 
Rps 1.4 billion. Ficorinvest was followed by Indovest and 
Aseam with total assets of Rps 83 billion and Rps 79 billion and 
1982 half-year before-tax earnings of Rps 885 million and 
Rps 618 million, respectively. 


missory notes continues to be one of the growth con- 

straints facing merchant banks. The main source of 
rupiahs, apart from state banks, are regional development 
banks which tend to be extremely liquid because of their often 
limited opportunities to lend. Insurance companies and pension 
funds are also becoming more active in placing funds. in the 
market. 

NBFIs are also provided with swap facilities from the central 
bank up to a certain limit. Being able to cover themselves for- 
ward in US dollars against rupiahs at very low rates, NBFIs have 
been using their swap lines very actively for funding purposes. 
However, some tend to keepa portion of their swap lines unused 
for back-up purposes. Recently, more NBFIs have been offering 
forward-exchange cover directly to their customers from their 
swap facilities. Compared with bank deposit rates, rates quoted 
by NBFls are normally higher as NBFIs are not subject to re- 
serve requirements. 

The NBFIs' role in the capital market has been restricted 
mostly to the primary market. After five years of existence there 
are now 13 listed companies on the Jakarta stock exchange out 
of which four new share-listings came about this year. It is ex- 
pected that at least two more new listings will be coming this year 
namely Squibb Indonesia, a foreign-investment pharmaceutical 
company and Panin Bank, second largest private national bank 
in Indonesia. 

NBFIs' capital market activities have been constrained by the 
limited amount of trading going on, the time-consuming and 
costly effort it takes-to go public and the limited size and fre- 
quency of companies going public. Merincorp — an NBFI 
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L^: rupiah-funding facilitated through the sale of pro- 








owned by Bank Exim (a state bank) — Morgan Guaranty Trust, 
Sumitomo Bank and Bank Mees and Hope have been the most 
active NBFIs in the primary market having been lead under- 
writers for five of 13 listed companies. 

Apart from shares being a new type of investment instrument, 
the limited attraction in capital markets can be partly attributa- 
ble to more attractive alternative investments. With an interest 
rate of about 17% on bank time-deposits and the dividend yield- 
minded Indonesian investor, listed companies complain at hav- 
ing to pay out a large percentage of their earnings in dividends to 
maintain a yield comparable to time-deposit rates. 

For companies intending to go public a new regulation on the 
revaluation of fixed assets came out on February 3. Reported to 
have been drawn up by a Harvard team of experts, it limits the 
revaluation of fixed assets to a specific list of factors or multi- 
pliers depending on the type of asset and the time the assets were 
purchased. It was reported that this new regulation had the im- 
pact of discouraging several companies from going public as the 
difference in the revaluation of fixed assets under this new regu- 
lation and the previous one — which allowed companies to re- 
value their fixed assets based on márket value — was signifi- 
cantly large. According to some observers, this new regulation 
was prompted by the large revaluation of Goodyear Indonesia's 
fixed assets from which the resulting reserves can be capitalised 
tax-free. In Goodyear's case, the capital-market authorities 
were criticised for allowing this revaluation which some obser- 
vers considered too high. 

Recently, in an effort to stimulate and diversify the portfolios 
of companies in the stockmarket, the authorities have been urg- 
ing companies in industries not yet represented to go public. 
There is also some discussion of bonds issued by the public 
utilities to come out. However, NBFIs do not foresee any signifi- 
cant changes in their capital-market activities. 

Central bank figures indicate that for the period 1977-81 
NBFIs have grown at an annual rate of 45% compared to 35% 
for state and private national banks and 26% for foreign banks. 
Asa result NBFIs’ total assets — as a portion of the state and pri- 
vate national banks’ total assets — increased from 3.9% in 1977 
to 5.1% in 1981 while asa portion of the foreign banks’ total as- 
sets, NBFIs' assets increased from 34% in 1977 to 60% in 1981. 
But compared to the total financial market, NBFIs' size is still 
relatively small. With the rapid growth of NBFIs — partly due to 
the greater degree of freedom accorded to them as compared to 
banks — some observers wonder whether the authorities may 
not be more restrictive in future. 
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To someone, it’s somewhere. 


Wherever you do business - from the major market centers 
to the world's most remote areas - your financial operations must 
be guided by bankers with the global perspective and foresight 
you'll need at the end of the line. 


Bran 

Connaugn Сет Сот oo, Hong Kong Commerzbank, one of West Germany's "Big Three” private 
Mp ire commercial banks with a consolidated business volume of 
Nippon Press Center 221 Uchisaiwaicho Chiyoda-ku Toyo about US $50 billion, has served companies, governments, and 
GM oh tn ми). financial institutions around the world for more than a century. 

Tel: 2234855, Tx: 27189 cbksin а With 850 branches in West Germany and some 70 outlets 
M Sane Com in 34other countries, Commerzbank can put its full range of inter- 
M E di national bankingcapabilitiesto workforyouwhereveryouneedthem. 
tong ang landen Ls Melton кезүн чн үзе Have a talk with Commerzbank. Wherever you launch your 


Rotterdam. Singapore, Tokyo. Tokyo, Toronto, Windhoek next project. 





Fiat — one of the world's leading in- harvesters for use in hilly country. 
dustrial firms. Hesston. A pacesetting company in 
Founded in Italy in 1899, its products the field of fodder harvesters. It is 
are the fruit of research and practical mainly engaged in the design and 


experience, and are now marketed in manufacture of agricultural imple- 
more than 150 countries. ments, such as mower-conditioners, 


The Fiat Group is divided into 10 oper- haymakers, fodder harvesters, win- 
ating sectors. drowers, ro- 
One of which tary 
comprises Fiat mowers, 
Trattori: balers, beet з . 








Fiat Trattori — harvesters, = 
at the service Laverda. One of Europe's biggest cotton 

of agriculture. makers of harvesters. The leading. harvesters, 
The company manufacturer of rice harvesters. liquid man- 


comprising: Present in over 40 countries. ure spread- 
Fiat Trattori. Its harvest- ers, cultiva- 











One of the world's leading manufac- er range tors back- #88 MESS. 

- uut ga ream tractors. About extends hoes, tillers, and snow-piowers. 

10% of all tractors constructed in the from 70 up ; d ; 

Western world are made by Fiat. to 240 HP. RA к се, 

Fiat Trattori leads the world in the These ma- agricultural development schemes 

manufacture of four-wheel drive chines can with various government offices in 

tractors and of agricultural crawlers. be suitably different countries 

Its range consists of over 60 models converted i 

from 30 up to 350 HP. for the 

Over 70% of its output is exported to harvesting abi 

more than 90 genie of wheat, or maize, rice, minor cer- 

The company is top of the European eals, legumes. - т 

sales league. The range also in- FiatTrattori 

The reliability of Fiat's tractors is de- cludes self-levelling FII/A/T 

monstrated by eet — 

their presence on 7 4 ^ arm quipm e worl 

every continent. F E nt for the d 

Tractors, Combines, 

Harvesting equipment. 






For further information contact your local 
Fiat Trattori dealer, or write to: 

Fiat Trattori S.p.A. Direzione Commerciale, 
Corso Marconi 20, 10125 Torino, Italy. 
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Texas is leading the way. 
First City is leading Texas. 


Texas leadership in the energy 
industry is widely known. But for 
several years, Texas has also been 
among U.S. leaders in construction, 
trade and transportation, agricul- 
ture and livestock. Because of such 
diversity, the financial state of 
Texas has continued to prosper 
despite the economic downturns 
experienced in other regions of 
the country. 


А national leader. 
In 1980, Texas ranked third in 


total state population and second in | 


total retail sales. Job opportunities 
increased 5.096 last year while the 
state's 5.3% unemployment rate 
remained well below the national 
average. 

As further evidence of Texas’ 
economic strength, commercial 
bank deposits have grown fastest 
among the leading 20 states in 
the year ended June 30, 1981. This 
is due, in part, to the relocation 
of major corporations which have 
broadened the Texas economic 
base. 


Leading in construction. 
Performance of the state's con- 
struction industry has remained 
above average despite nationwide 
interest rate hikes. In 1981, total 
new construction value in Houston 
and Dallas-Fort Worth surpassed 





Los Angeles, while Texas as a whole 
ranked second in the nation. 

Gains of 8.5% in residential, and 
33.6% in nonresidential activity were 
particularly impressive considering 
the national building recession. 


Leading in energy. 

Unavoidably, Texas' energy busi- 
ness has suffered somewhat due to 
worldwide conditions. Yet active 
"Texas rigs still outnumber those in 
any other state by a considerable 
margin. And with 27.5% of the U.S. 
total of crude oil reserves, Texas’ 
continued leadership in oil and gas 
is virtually assured. 

Texas is playing an impressive 
role in developing new energy 
sources, as well. And with the state’s 
abundant coal deposits, Texas is 
making a significant contribution 
in the area of alternative fuels. 

Metallic and nonmetallic minerals 
are also a Texas strength. Mining 
has produced annual revenues of 
over $1 billion and provides sub- 
stantial amounts of raw materials 
for the U.S. and countries abroad. 


Leading into the future. 

It is the unique composition of 
the Texas economy that has enabled 
the state to retain its vitality. The 
strength and diversity of industry 
have helped Texas stay ahead, de- 
spite national economic problems. 


SIRSTCITY 


First City National Bank of Houston 








In addition, international busi- 
ness and financing have made 
supplemental sources of income 
available to Texas businesses. 

Consequently, the Texas econ- 
omy should continue to grow in 
the immediate future. And within | 
five years, as the national situation 
eases, even greater growth can 
be expected. 








Leading with First City. 

As a major lender in the South- 
west, and with a keen perception о 
markets around the world, First: 
City has helped Texas business sta 
a step ahead. | 

First City National Bank of 
Houston is the largest financial in- 
stitution in the largest city in Texas. 
We're the lead bank of First City 
Bancorporation of Texas, a state- 
wide bank holding company with 
more than 55 members, and total 
assets of more than $14 billion. 

And of $10 billion in total deposits, 
First City National Bank of 
Houston has contributed over 
half. 

We've played an important role 
in the growth of Texas, and we're 
in an ideal position to promote the 
state's economic vigor in energy, 
agriculture, construction, manufac- 
turing, trade and transportation: 
all the things that contribute to the 
great financial state of Texas. 


Member First City Bancorporation of Texas, Inc., a bank holding company with more than 55 member banks throughout Texas. 


MAIN OFFICE (International Division), 1001 Main Street, Houston, Texas 77002, Telephone: (713) 658-6670, 


Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President; 


LONDON BRANCH, 99 Bishopsgate, 20th Floor, London, EC2M 3XD, England, Telex: 885535, Swift: FCNB GB2L, 
Telephone: (01) 628-2491, Vice Presidents, J. Pat Parsons, General Manager, Brian A. Gibson, Deputy General Manager; 
SINGAPORE BRANCH OFFICE, 2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telex: RS25478, Swift: FCNB 5650, 
"Telephone: (65) 222-4903, Vice Presidents, Michael R. Conwell, General Manager, 

Barry J. Macklin, Manager, Foreign Exchange and Asta Dollars, Paul Pugslev, Credit and Marketing; 

FAR EAST REPRESENTATIVE OFFICE, New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, 
Telex: 23759, Telephone: (03) 213-1055, Vice President, Naonobu Okuda, Senior Representative; 

MIDDLE EAST REPRESENTATIVE OFFICE, Manama Center, Suite $05— Section 1, Manama, State of Bahrain, Telex: BN 8547, 


"Telephone: (973) 230-979, Assistant Vice President, F. Dieter Bientrexler; 


NASSAU BRANCH, P. O. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, 


Member FDIC ©1982 FCBOT 


Telex: FIRSTFOREX HOU 775983, Carlos Baez, Senior Vice President. 
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Efficient use of known resources 
and exploration for new ones are / 
more important today than ever / 
before. The Bank of Tokyo itself ; 
is ап excellent resource for f 
such activities. It offers clients 
a wide range of international 
finance functions. 

You are assured of 
reliable services to meet 
your specific needs by the 
priceless assets of experience, 
diversified activities and 
tested resources of the Bank 
of Tokyo. Knowledgeable 
bankers, investors and 
businessmen know that the Bank of 
Tokyo is the proven Japanese specialist 
in international finance. 

With its own extensive world-wide 





network, the Bank of Tokyo is an | of today’s global economy. We invite 
important part of the international | you to use our resources for your own 
network that determines the direction purposes. 


Active on all five continents---- (4 
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restriction on numbers 


By Frieda Koh 


ive new merchant banks were licensed to operate in Singa- 
E: between the end of 1981 and June this year and there 

are no signs that the Monetary Authority of Singapore 
(MAS) is holding back on merchant banking licences despite a 
call on the government from the association of banks to restrict 
new entries because of a shortage of trained personnel. 

The Asiadollar market continued to grow rapidly, achieving a 
record daily turnover of US$8.5 billion in April this year. This 
was 7096 higher than recorded in May 1981. Total assets/ 
liabilities of merchant banks at the end of 1981 stood at S$19.3 
billion (US$8.94 billion) compared to $$13.3 billion at the end of 
1980, a rise of 30%. In the first three months of this year, total 
assets continued to rise to $$20.3 billion compared to $$15.3 bil- 
lion in the same quarter last year. 

Loans and advances to non-bank customers rose in propor- 
tion to increases in assets, totalling $$32 billion last year com- 
pared to $$24.4 billion in 1980. 

Lending continued to be the main activity of merchant banks 
with fee-based activities continuing 
to be dominated by a few leading — 
mainly European — institutions. For 
instance, Morgan Grenfell and Jar- 
dine Fleming specialise in corporate 
finance services while Dresdner 
(Southeast Asia Ltd) and Deutsche 
Bank (Asia Credit) Ltd, the two 
largest merchant banks in terms of as- 
sets, continue to engage mainly in 
loan syndications. Meanwhile, Mer- 
rill Lynch and DBS-Daiwa main- 
tained their concentration on Asian 
currency instruments such as floating 
rate certificates of deposits (FRCDs) 
and bonds. 

Among newcomers to the mer- 
chant banking scene were Wells 
Fargo Bank and Republic National 
Bank of New York. Both are highly 
capitalised, the former with US$100 
million and the latter with US$40 mil- 
lion. Most international merchant 
and offshore banks are low capi- 
talised because of their access to 
parent companies with substantial 
capital funds and may have a high- 
er gearing ratio as much as 1:50. 

Capital and reserves made up only 5% of the total assets of 
merchant banks in the first quarter this year. 

One observer noted that there seemed to be a trend towards 
more lending activities as opposed to advisory services, but this 
view could not be substantiated with any figures since banks are 
not required to break down the sources of their earnings. One 
reason for the trend could be that Southeast Asia, up to mid- 
1981 at least, seemed to be in for a period of dynamic growth 
with several large energy and construction projects under way or 
scheduled to start in the early 1980s in Indonesia, Malaysia, 
Thailand and Singapore. Another factor was the vast amount of 
cash generated by the property and stockmarket boom which 
lasted until mid-1981. 

The fact that of total liabilities of merchant banks at the end of 
March this year, S$1.74 billion was due to non-bank customers 
and S$209 million to banks in Singapore shows the extent of indi- 
vidual and non-banking institutional funds available in the 
Asiadollar market. Liabilities owing to banks outside Singapore 
made up more than 82% of total liabilities at the first quarter this 
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year, reflecting Singapore's role as an international funds _ 
centre. 7 

One banker pointed out that none of the newcomers to the — 
merchant banking scene was a traditional British-type merchant 
bank specialising in corporate finance and other advisory ser- _ 
vices. Evidence of this were the high earnings from lending as _ 
opposed to underwriting or advisory fees. Loans made up 71% 
of assets in 1979, 83% in 1980 and 95% last year. 

The fact that 15 new offshore banks were licensed in the past 
18 months also reflects the enormous market for Asiadollar — 
loans. Total Asian currency unit (Acu) assets of all banks last 
year totalled US$86 billion compared to US$54 billion in 1980: 
67 offshore banks are allowed merchant-banking activities ex- 
cept underwriting domestic securities and gold-trading. A signi- 
ficant amount of offshore lending also was conducted by com- 
mercial banks with Acu licences. 1 

One major new entry into the offshore market was Gulf Inter- 
national Bank (Gib) in June this year. The Bahrain-based bank ' 
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Home of the Asiadollar: this is where it continues to grow rapidly, thank you. 


is owned by seven Gulf states and in the first three months of 
this year lead-managed 34 issues worth more than US$7 billion. 

Japanese banks said in the middle of the year that they ex- - 
pected a significant rise in demand for yen loans as borrowings in 
US dollars became more expensive in the increasing trend to- 
wards pegging parts of big loans to United States prime rates. 
One such loan was the US$1 billion loan (in which many banks _ 
here participated) to the Malaysian Government: half the loan. — 
was pegged to the US prime rate. 

Japanese bankers said demand for yen loans was strong in 
view of several development projects in Indonesia and Malaysia | 
in which Japanese firms were active. Tokai Bank and Sumitomo 
Trust were two banks which extended large yen-denominated 
loans to Malaysian borrowers. For instance, Sumitomo pro- 
vided a ¥9 billion (US$34.3 million), 10-year loan to a borrower 
in Sabah which carried an interest of 0.2% over the Japanese 
prime rate. 

But the trend generally was for Japanese banks based here to 
arrange yen loans while their headquarters in Tokyo undertook 


pu ot ae on overseas yen loans 
anks to lend to borrowers of their choice кү: а variable six- 


The FRCDs became more nds against the Ade of 
volatile currency strengths and interests rates offered by com- 
mercial banks. 

There. was a trend towards very fine terms, for instance, 

















J panese 


rale’s five-year FRCD issue early this year carried 
18736. over the sixth-month, Singapore inter- 

rate (Sibor). Several borrowers floated FRCD 

lredemption features. 

inancial services continued to be in strong de- 

ularly the services of N M Rothschild, Jardine 


East markets. 
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Managing Director: Kokichi Ito 


1201-4 Tower Il, Admiralty Centre, 
- 18 Harcourt Road, Hong Kong 


`. Telex: 75252 HX (General), 86021 HX (Dealing) 


` Tel.: 5-290414-8 


THE KYOWA BANK, LTD., TOKYO 
-2, Ohtemachi 1-chome, Chiyoda-ku, Tokyo 100 
Tel.: Tokyo 287-2111 Telex: J24275 


Kyowa’s service network in Asia also includes the following: 


SINGAPORE REPRESENTATIVE OFFICE 


Suite 1707 Ocean Building, 
. Collyer Quay, Singapore 0104 


SEOUL REPRESENTATIVE OFFICE 


Rm. 1105, Samsung Main Building 250, 
2-ka Taepyung- ro, Chung- -ku, Seoul 


HONG KONG REPRESENTATIVE OFFICE 
1201-1204 Tower Il, Admiralty Centre, 
.18 Harcourt Rond, Hong Kong 


could vary from 0. 








facturing businesse The front-end fee on г è 

1% while that for underwriting bónds and 
domestic:securities varied from 1-1.2576; 

Fears that Hongkong would, through: its abolition: of a 15% 
withholding tax on interest earned from foreign deposits, attract 
business away from Singapore proved to be unfounded. Banks 
continued to see the merits of establishing branches in both Sin- 
gapore and Hongkong which.to a great extent served different 
roles, the former acting as a loans-booking centre and providing 
funds for Southeast Asia and the latter a loans-syndications 
centre (including loans booked i in Singapore) and serving Far 


Singapore's quest to become.a loans-syndications centre has 
not led to the introduction of the relevant tax incentives two of 


which exist: income earned from abroad is 
tax-exempt if kept overseas but taxed 40% 
once. brought back to. Singapore, while 
fees incurred: in. overseas investments are 
not deductible against. taxable income 
from. those. investments: However, the 
government agreed recently to allow 50% 
of management fees to be deductible from 
total gross: taxable dividends of invest- 
ment companies. 


number of other laws affecting the 
A amount of institutional and indivi- 

dual funds available have. been 
cited asobstructive to the development of 
merchant.banking in Singapore. For m- 
stance, regulations. distinguishing invest- 
ment-holdiüg. income from. investment- 
dealing income could. be more clearly de- 
fined to prevent income from holding-in- 
vestments — an activity deemed to be tax- 


| exempt = from: being taxed as profits 


from investment-dealing. 
Some merchant bankers also have сај. 
ed on the government to consider revising 


-upward -from dits present 20% the 


threshold for.a compulsory all-out bid for 
remaining shares under the takeovers апа 


mergers.code. This. would, they argue, 


stimulate ‘stockmarket. activity and: con- 


currently provide more opportunities for 
j the underwriting of securities and corpo- 


rate financial.services. Bankers say the 


government has pondered over raising the 


threshold but it is more likely to be to 30% 
rather than the 5075 proposed by some 
banks. and companies. 

Over the. last. year, the monetary au- 
thorities.«have: been « considering intro- 
ducing: new. regulations to. enable iocal 
merchant «banks to chars: “US-dolar 
cheques. 

Meanwhile, the authorities. are pressing 
ahead with preparations to introduce a fi- 
nancial futures.market here.*These plans 
are still lagging behind: Hongkong's and 
details: of such а market have yet to be 
worked out. 

The scope-for new merchant- -banking 
activities: was demonstrated Бу Republic 
National Bank of New York, licensed in 
January this vear, which introduced and is 
perhaps the only bank to trade in physical 
currency notes. Customers аге mainly 
money-changers and the notes(mostly US 


Е дда) m аге утен to wherever they are 
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PHILIPPINES 


By Leo Gonzaga in Manila 


hat was once a 13-strong merchant banking sector in 
Wi: Philippines now has only 10 members: of the three 

dropouts, however, only two can be regarded as busi- 
ness failures and the third must be considered a success which 
has merely opted to move to greener pastures in development 
banking. 

While aftershocks of last year’s major financial turbulence are 
still being felt, merchant banks — better known in the Philip- 
pines as investment houses — have been doing pretty well in 
both money-market operations and underwriting activity. For at 
least two of them — Anscor Capital and Investment Corp. and 
Merchant Investment Corp. — the bottom line of the latest fi- 
nancial statement makes very good reading to stockholders. 

In January-June this year, net income amounted to P4.1 mil- 
lion (US$482,300) for Anscor Capital, which belongs to the 
Soriano group of companies, and P2.4 million for Merchant In- 
vestment, a member of the Rufino group. Compared with cor- 


responding figures in the same period last year, the increments 


were 41% and 18% respectively. 

Both have the advantage of servicing in-house requirements 
of sister entities. The captive market is particularly big for 
Anscor. This year, for example, it led the syndication of a loan of 
Р 260 million for Coca-Cola Bottlers Co. of the Philippines, а 
Soriano group member. Last year, it took 
part in raising US$155 million for Atlas 
Consolidated Mining and Development 
Corp., another member of the group. 

The operational fortunes of Anscor, 
therefore, are not necessarily indicative of 
first-semester earnings of the others. But 
there are relevant signs. Money-market 
transactions, still the bread-and-butter 
source of most merchant banks, expanded 
to P105.84 billion in January-March 
from P 77.85 billion in the same period last 
year. Market transactions handled by 
merchant banks likewise expanded, to 
Р 15.95 billion from P11.91 billion. 

Also in January-March, merchant 
banks underwrote P781 million worth of 
securities, more than double compared 
with P371 million in last year’s corres- 
ponding period. Their combined assets at 
P5.98 billion on March 31 were 2% above 
the same level a year ago. 

Growth could have been more signifi- 
cant than that shown by data because the 
latest figures are only those of Anscor, Merchant Investment and 
eight others, namely AEA Development Corp., Ayala Invest- 
ment and Development Corp., Citicorp Investment Philippines 
Inc., First Metro Investment Corp., Pacific Capital Corp., 
Philippine American Investment Corp., Private Development 
Corp. of the Philippines and State Investment House Inc. Ear- 
lier figures are those of the 10 plus three others: Atrium Capital 
Corp., Bancom Development Corp. and Philippine Investment 
Systems Organisation. 

Atrium Capital and Bancom Development have vanished 
from the scene, the victims of over-exposure in the market for 
commercial paper. Among financial institutions, they were the 
hardest hit by the run on the market touched off by the disap- 
pearance in January last year of business tycoon Dewey Dee. 
The renegade left behind P635 million in indebtedness, a sub- 
stantial portion of which represented commercial-paper market- 
borrowings. 

To stem the run, Atrium Capital and Bancom Development 


Dewey Dee: renegade. 
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More and more ofthe brightest . 
bankers are going commercial 
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made emergency borrowings of roughly P1 billion and P500 — 
million respectively from the Central Bank of the Philippines. | 
Both carried penalty terms: as high as 24% in annual interest 

charge, as short as 60 days in repayment period with a 2% sur- Д 
charge per rollover or a total borrowing cost of 34%. Before the 5 
year was over, Atrium Capital was absorbed by International - 
Corporate Bank, Bancom Development by Union Bank of the 
Philippines. М 

Philippine Investment represents a different case. It has less | 
exposure in commercial paper and concentrates on relending 
funds borrowed from the World Bank and other multilateral fi- 
nancial institutions. It is now known as Piso Bank, to signify not 4 
only its acquisition of a private development bank but also its | 
shift from merchant to development banking. 

Moving in the same direction is Private Development. Like - 
Piso, it de-emphasises commercial-paper trading. It also has ac- 
cess to concessional loan windows of international credit 
sources. It wants out of merchant banking: entertaining a similar _ 
thought is State Investment which plans to merge with and ab- _ 
sorb its subsidiary, State Financing Corp., in order to attain the 1 
size needed to go into commercial banking. t 

The possibility cannot be ruled out that Anscor Capital and _ 
Merchant Investment might eventually become commercial 
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Sixto Roxas: no more waves. 


banking arms of their respective conglomerates. For growth E 
purposes they can merge with and absorb their financing sub- _ 
sidiaries — Anscor Finance Corp., in the case of Anscor Capital, 5 
Mintcor Finance and Leasing Corp. in the case of Merchant In- | 
vestment. It is also held possible that Philippine American In- 
vestment — which is trying to buy a savings bank — will get out 
of merchant banking. 23 
It is a big letdown for a sector which used to have the highest 3 
profile and the greatest attraction in the local financial commu- | 
nity. Merchant banking in pre-Dee days was the favourite job 
destination of holders of masters in economics. Its voice was | 
usually the first (or among the first) to be heard on banking _ 
issues and its Sixto Roxas was regarded as the high priest of fi- 
nance in the country. Now, Roxas no longer makes waves, mer- 
chant bankers are less assertive and the sector has been losing 
more and more of its brightest people to commercial banks. 
Despite what January-March figures indicate, there are 
strong doubts whether the market for securities underwriting 
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can attain its desired growth due to the recession. For merchant 
banks the market for commercial paper could get into deep trou- 
ble again if distressed enterprises, in which they have substantial 
exposures, collapse. One of them, Western Minolco Corp., 
owes P93 million to 10 merchant banks. Distressed Asia Indus- 
tries Inc., Farmacor Inc. and Koppel Inc. have combined obliga- 
tions of P33 million with Ayala Investment, First Metro Invest- 
ment and State Investment. 

The regulatory climate has become quite harsh, too. With a 
view to protecting public investors from Dee-type irregularities, 


lw) Bee ee ee 

` the central bank and the Securities and Exchange Commission 
have tightened the rules in such a way that commercial-paper is- 
sues must now be backed up by bank standby guarantees. The 
tightening is not yet reflected in the commercial paper market 
because of a 15-month transition period which ends next March. 
Unless the guarantee requirement is relaxed, merchant banks 
will have to look elsewhere for their usual bread-and-butter 
sources. 

Dealership in government securities offers new opportunities 
but this is dominated by commercial banks with bigger resources 
than merchant banks. Among the latter, the biggest in revenue 
terms, Ayala Investment, was placed only 190th among the 
country's top 1,000 corporations last year. 





We are shaking 
off our lethargy 


. By Mary Lee 
2 T he merchant bank void in Macau is expected to be filled 


when the new banking ordinance comes into force this 

month. Passed by the governor's decree in mid-July, 
it sets a new base for banking activity in this tiny Portuguese- 
administered territory. Apart from restructuring the capital 
base and other activities of the 15 commercial banks now operat- 


ing, the new law enables development banks — a local term for 

— merchant banks — to be established. 
_ The law defines development banks as monetary credit in- 
` stitutions which participate in financial operations and the for- 
.. mation of consortiums, issue guarantees to credit operations in 


and outside Macau and which provide financial management of 

investments or securities. They can also hold up to 50% of 

shareholders' funds in companies. 

` — These banks are allowed to participate in local and foreign 

“money markets, including interbank activities but their credit 

_ operations are limited. They can provide short-term loans to 
other credit institutions and credits secured by adequately 
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New faces: Building Contractors’ Association НО... 


documented bills. They can, however, fund operations and'pro- 
jects which are in the interest of Macau's economy. 

Their sources of funds are limited to deposits of over three 
months, the issuance of certificates of deposits, interbank depo- 
sits and those of insurance companies and other entities in local 
and overseas financial markets. 

Development banks, however, require a larger minimum cap- 
ital base than commercial banks: Patacas 50 million (US$7.86 
million) compared with the latter's Patacas 30 million, a mini- 
mum 60% to be in cash, of which half should be deposited with 
the Instituto Emissor de Macau (ТЕМ), the territory's newly re- 
constituted monetary authority. 

The banking ordinance, various drafts of which had been 
kicked around for at least four years, was passed with some 
urgency. Governor Vasco de Almeida e Costa authorised its 
passage instead of putting it through the Legislative Assembly, 
ostensibly to avoid possible further delays. Rumoured opposi- 
tion by established local banks was said to have been ironed out 
when a delegation of local bankers went on a government-led 
and sponsored trip to Lisbon in June to meet top politicians and 
bankers. 

Ho Yin, leader of the local banking community, who is also a 
member of the Chinese People's Political Consultative Commit- 
tee commented: *Expansion of banking in Macau is good for the 
territory." 

The composition of development banks will be varied: some, 
like Banco do Brasil will go it alone. *We are not here mainly for 
retail banking," said one of the bank's executives. “We are here 
to help develop the territory and diversify its markets, particu- 
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Leasing е 
Tax leverage leasing, financial leasing and lease 
packaging for the acquisition of major items ee 
capital equipment. 


Project Finance. INI a 
Venture capita debt finance and advisory 
ustrial and natural resources. 
projects. | Ии A 
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elopment projects. Consortiums of foreig 
med as well: Banco Nacional Ultramarino (BNU). i ІЕМ 
К, will be applying for a development bank licence with Nam 


Secretary for Economic Affairs Joáo Antonio Morais da 
ta Pinto said development banks can also be offshoots of 
imercial banks. 

aw, however, does not make it clear whether such com- 
I bank offshoots will require the Patacas 50 million capital 
he minimum Patacas 6 million required for each commercial 
The law gives the governor broad powers to allow 
án commercial bank statutes. 

inimum qualifications have been set for either commer- 
levelopment banks licences: the power to approve appli- 
rests. the governor who will act on IEM's advice. 
arger established foreign banks are known to Бе 
d by the Almeida e Costa administration, which main- 
at it isexamining some 20 such applications. 

official explanation for the new banking law, which also 
des IEM with wide regulatory powers, the administration 
‘The transformation of the territory's economic develop- 
in recent yearsis demanding the application of ever greater 
cial resources. The mobilisation of these resources [includ- 
ose of overseas financial markets] demands an adequate 
ic financial system, integrated by a balanced and har- 
ous group of different types of institutions. This law seeks 
ate the necessary legal framework while preserving the 
unction of the territory's monetary and financial system. 
o the rapid evolution of Macau's economy, great flexibility 
rticularly in regard to activities of monetary institutions — 
dopted. With this law, an attempt to substitute a visibly in- 
uate legal structure to meet the demands of Macau's 
mic development has been made.” 

ank which hasbeen meeting such demands aggressively 
Though it has been waiting for a licence since 1980, the 
ongkong office, serviced by a representative office in 
































(guaranteed by BNU) to the near-bankrupt Macau 
city Co. (CEM) recently, participated in. JEM's first loan 
ion of HK $240 million (US$39.08 million) also for CEM 
cad manager in a HK$65 million loan to the Macau Ce- 
:. As an indication of the inadequate capital structure of 
ks to finance major projects, only Nam Tung Bank was 
participate in tlie IEM loan syndication. 
new.law will change all that. According to IEM's 
ig director and former banking commissioner Iglesias 
‘the minimum capital base for all commercial banks is 
as 30 million. Tomas said banks will have little difficulty 
g their capital base. In fact, Nam Tung has already in- 
sed its paid-up capital to Patacas 100 million (up from 
30 million two years ago) às has the Hongkong and 
i Banking Corp. and Overseas Trust Bank. Luso Inter- 
al Bank — part of the Panin Group —- raised its capital 
Jast year tó Patacas 50 million. 
ding to BNP's representative in Macau, Edward Kmiec, 
e infrastructure projects which have been or are to be 
d will provide vast opportunities for merchant banking. 
Wireless, he said, will have to go to the market for at 
s funds for the HK$1 billion scheme to modernise the 
ory's telecommunications system. Foreign bank loans will 
srovide opportunities for home companies to supply neces- 
quipment: the grinding mill purchased with the HK$65 
n loan to the Macau Cement Co. is French as is equipment 
EM funded by the HK$75 million loan. 
ry not to be over-optimistic about Macau," Kmiec said. “It 
ery small; but it is quite possible to introduce quality instead 
uantity here. Some people coming to Macau would like it to 
be like Hongkong, where time is money. Well, Macau is not 
ongkong: Macau is shaking o lethargy now, but it is a spe- 
al place where the concep of üme is a bit different from that 
se.” Ж : eur " 
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g (Bank of China in Macau) and Banque Nationale de Paris... 


as provided a Hongkong dollar equivalent US$75 mil- © 
















possible with | | 
uncertain effects 


By Brian Robins in Sydney 


period of dramatic change since, against a backdrop of a 


M banks operating in Australia are set to enter: a 








eteriorating domestic economy and tightening com- 
petitive environment, the authorities are poised to deregulate 
the economic system further as well as give a limited number: of 
banking licences to overseas groups. - 

For most active merchant banks, the past five years have been 
a period of considerable buoyancy with à sharp increase in de- 
mand for services on offer and new areas of operation to provide 
further growth. There has been an enormous growth in demand 
for currency-hedging facilities as well as for project finance ad- 
vice. 

Over the past 12 months in particular, there have been rapidly. 
rising domestic interest rates, a period of exceptionally high cap- 
ital inflow and a slowly depreciating Australian dollar which has 
provided a big boon to merchant banks locally. In line with large 
growth in the need for corporate financial advice, there has been 
a growing list of new groups setting up subsidiaries to try and 
corner a segment of a financial system which i is becoming more . 
and more sophisticated. 

But while demand for services has grown and continues to 
grow, the major uncertainty facing the future of merchant bank- 
ing in Australia is the very real prospect that a small number: of 
new domestic banking licences w ii be granted | to ma jor interna- ; 
tional banks. : 

A key recommendation by the. Campbell Coniitize of hi 
quiry into Australia's financial system has recommended the 
entry of foreign banks with. full licences. The federal: govern- 
ment has yet to respond to the. recommendation though: itis 
commonly believed that a small number of licences will be 
granted. 

While most members of the merchant banking séctor agree 
that the entry of extra foreign banks will have a substantial im- 
pact on the banking sector, until itoccursno one is sure just what 
effect it will have. It is likely to lift the level of competition sub- 
stantially but what it will do beyond that is open to conjecture. 

The prime reason merchant banks have been able to carve out 
a successful place for themselves in an already crowded market 
is that they can react much quicker, and usually more entre- 
preneurially than privately owned trading banks. Also, mer- 
chant banks are subjected to only minimal central bank control. 

With the increasingly uncertain economic outlook, merchant 
banks have still been able to boost their assets base, though whe- 
ther they will be able to maintain the growth rate seen in recent 
years is difficult to foresee... 

By June this year the assets of member: banks. of the Айыга» 
lian Merchant Bankers Asscciation (АМВА) totalled А$9.496 
billion (US$9.3 billion) — 42% higher than the level of A$6.678 
billion of a year earlier. When looked at over a two-year period, 
the growth rate has been dramatic with total assets of AMBA 
members more than doubling since in June 1980 total assets 
stood at a much more modest A$4.65 billion. When deposits of 
money-market corporations are looked at; their total assets at 
the end of May this year stood at A$11.472 billion — 41 8% 
higher than the level of A$8.089 billion a year earlier. 

With growth rates of this order of magnitude, it is imr ediately 
obvious.why.new groups have been seekir ig to enter the Austra- 
lian industry- "Clearly, merchant banks active here are becoming 
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Face the facts. — 


NMB Bank key figures as at December 31, 1981 
(in millions of Dutch guilders - 1 USS = Dfl. 2.47). 





Balance sheet total Dfl. 55,513 
Total deposits Dfl. 52,383 
Debtors Dfl. 32,100 
‘Total shareholders’ equity 

and subordinated loans Dfl. 2,163 





Some highlights from our 1981 Annual Report 
(54th financial year): 


e The combined balance sheet total increased 
in 1981 by 16% to more than Dfl. 55 billion. 


e Debtors increased by 12% to more than ЮЙ: 
32 billion from Dfl. 28.661 billion at the end of 
1980. This increase is largely attributable to the 
growth of our foreign loan portfolio. 


e As part of our branch office programme, a 
number of NMB branches were opened in 
1981. The total number of NMB branches at 
homeand abroad amounted to 48] at the end of 
the year, with employees totalling 10,918. 


e NMB Bank has subsidiaries and branches in 
Paris, Zürich, Geneva, Curacao, New York, 
London and Representative Offices in Caracas, 
Mexico City, Sào Paulo, Hong Kong, Singa- 
pore and Bahrain. 


e As a member of the Inter-Alpha Group of 
Banks, we have a joint representative office in 
Tokyo. 


ө Revenue from stock exchange business again 
showed an even greater percentage rise than 
overall stock exchange turnover. 


e Eurodeposits accounted for 18% of the com- 
bined balance sheet total. 


If you wish to receive our 1981 Annual Report please 
contact our nearest NMB Bank office or NMB Bank 
Amsterdam, P.O. Box 1800, telex 11402. 


Representative Office Hong Kong: 

Mr. F.G.H. van Adrichem Boogaert, 2501 Connaught 
Centre, 1 Connaught Place, G.P.O. Box 2837, Hong Kong 
Telephone: 5- 243- 331; telex: 61653 ianmb. 


Representative Office Singapore: 

Mr. O. van den Broek, UIC Building, 20th Floor, 

5 Shenton Way, Singapore 0106. Telephone 2228340; 
telex: 28447 nmbsin. 


NMB Bank Amsterdam. 

For eurodeposits and foreign exchange: 
telephone: 3120-5433184, telex: 14216 a nmba nl. 
For foreign banknotes, gold and coin: 

telephone: 3120-5432530, telex: 14034 nmbno nl. 
For securities transactions and issues: 

telephone: 3120-5432985, telex: 12009 nmb s nl. 


NEDERLANDSCHE MIDDENSTANOSBANK NV 





NMB Bank. We bank the way the world does. 
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MERCHANT BANKING ‘82 


much more broadly based financial corporations which, while 
providing traditional financial services to the corporate sector, 
are also likely to become increasingly involved with the private 
investor. 

With the anticipated further deregulation of the Australian fi- 
nancial system, this could see merchant banks and other finan- 
cial corporations given direct access to stock exchanges with 
the opportunity of holding direct equity in stockbroking outfits. 
The authorities are considering breaking the stockbroking 
fraternity's stranglehold on Australian sharemarkets as well as 
deregulating broking commissions. 

Both matters are highly political and there is a large amount of 
lobbying under way at the moment as those with vested interests 
attempt to protect their position. Some merchant banks have al- 
ready gone a considerable way towards building up a client list, 
which could become of vital importance in the future. 

An important asset of stockbroking partnerships is that they 
can handle corporate share issues and the like with ease, due to 
their extensive and long-standing links with big private invest- 
ors. However, developments in Australia with cash manage- 
ment trusts over the past two years have given merchant banks 
the chance to establish their own client lists. 

Early in 1981, one of the biggest merchant banks in Australia, 


Australian unemployed: economic downturn once again. 


Hill Samuel, launched a cash management trust to cash in on the 
big rise in domestic interest rates. The trust has been much more 
successful than originally envisaged and there has been a flurry 
of rivals moving into the field to try and get a share of the action 
and build up a client-deposit base. Now, two years later, there 
are 14 trusts in existence commanding total deposits of A$2 bil- 
lion. Hill Samuel is still the clear leader with a trust boasting 
assets in excess of A$800 million of the existing trusts; eight 
are run by local arms of either foreign banks or merchant 
banks. 

Australian stockbrokers have moved quickly to protect their 
position and there are now three stockbrokers with cash trusts, 
making sure their valued clients are not attracted elsewhere. If 
such trusts develop along similar lines to the way they have in the 
United States, then there is the chance that cash management 
trusts will be able to command deposits in excess of A$6 billion, 
observers have estimated. 

But while the promise of future developments is enticing to 
some, the overall level of business for merchant banks is ex- 
pected to slow over the next six months in line with the overall 
slowdown in the Australian economy. 

Given the cyclical nature of business, a number of merchant 
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bankers afe viewing the present economic downturn with a 
sense of deja vu: 10 years ago, after the big slump in the 
sharemarket, a number of high-flying investment groups failed, 
resulting in big losses being run up by some merchant banks. 

Most merchant banks that had corporate loans go bad were 
the ones keen to establish a presence in the local industry and 
had only been operating in Australia for a short period of time. 
Now, a decade later, after a rush of new merchant banks have set 
up office to try to establish a presence in a tight market, industry 
insiders are waiting for the newer competitors to burn their fin- 
gers on some corporate loans which are expected to sour. 

To date, there have been few companies collapse as a result of 
the economic recession, but the longer interest rates stay high 
then the greater the certainty that there will be a rising number 
of corporate failures. Merchant banking in Australia is naturally 
à highly competitive business: for a new group establishing oper- 
ations, it is often necessary either to trim margins dramatically 
or to lend to clients with a poor credit rating as they build up op- 
erations. , 

Martin Corporation and ORD-BT (now known as BT Austra- 
lia) both ran up substantial losses through poor lending policies a 
decade ago, as did others. Attracted by the higher level of activi- 
ty in the resources sector in recent years and the growing matur- 
ity of the Australian economy, there are still new groups 
clamouring to establish a presence. 

Groups such as Amro Australia, Bank of Tokyo and Société 
Générale have established a local 
presence, usually with Australian 
partners. Others, such as Wardley 
Australia and Banque Nationale 
de Paris (BNP) have either reor- 
ganised or added a merchant bank- 
ing arm to their existing operations. 

Of the newer entrants, Wardley 
Australia has attracted a great 
deal of attention. It was formed 
out of the reorganisation of the 
existing interests of the Hongkong 
and Shanghai Banking Corp. 
(HSBC), which then merged with 
the Australian arm of Marine 
Midland Bank, Intermarine Aus- 
tralia. From a small base in 1979 it 
has built up its balance-sheet 
aggressively and now exceeds 
A$500 million and is expected to 
reach almost A$600 million by the 
end of this calendar year. 

Another new merchant bank, 
the French Australian Financial 
Corp. — an off-shoot of BNP (one 
of only two foreign banks holding 
a domestic banking licence) — has 
built up a balance-sheet of over 
A$200 million in only two years of operation. 

Wardley Australia has forged very close links with Bond 
Corp. Holdings, one of the most entrepreneurial companies 
operating in Australia at the moment. Wardley and HSBC are 
the key financial backers of the group at the moment. At one 
stage earlier this year they had total commitments to Bond 
Corp. exeeding A$200 million. Wardley was instrumental in 
Bond Corp. offloading virtually all of its Cooper Basin interests 
in a badly needed attempt to free cash for the group. 

The more adventurous lending policy of Wardley Australia 
led recently to the resignation of managing director Michael 
Bato, who has directed the group through its key development 
phase in Australia. When explaining Bato's surprise resignation 
recently, Wardley's new joint-managing directors Peter Letley 
and Neil MacLachlan couched the reason for the departure in 
terms of a philosophical difference of opinion about the lending 
policy of the merchant bank. 

Wardley's stance in taking on some of the higher risk clients is 
providing the group with higher margins than other merchant 
banks are earning on corporate lending, supporting Wardley's 
stated aim of continuing to be a highly profitable part of the 
Wardley group. 3 [r] 
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BC keeps a keen eye on its 
customers interests 





The Arab Banking Corporation's London, New York and Bahrain seven Asat 30th June, our share capital and 
experienced and expert money manage- days a week, and will also be available reserves stood at US $863.9 million and 
ment team are handling clients’ foreign by years end from Singapore and Milan. — ourassetsat US $6.3 billion 
exchange requirements in the world's 'The Arab Banking Corporation is Taken with the quality of our 
major financial centres. already a major force in international money management services, they add 

These and our other services are banking, and one of the fastest growing up to strong reasons why you should 
at present available from our offices in financial institutions in the world. contact us. 

\rab Banking C rati ABC 
/ 4 $ 
Arab Banking Corporation U 
Bahrain 
Telephone: 231212.Telex:9384 ABCBAH BN. Reuter Monitor Page Ci ide: ABC X. Reuter Direct Dealing Code: ABC B JE 
London 


Telephone: (01) 283-7555.Telex:892171 ABC FX L( 3. Reuter Direct Dealing Code: ABC L. 
New York p 
Telephone: (212) 697-8315. Telex: 421911 ABC FX NY. Reuter Direct Dealing Code: ABC N 


Branches: London - New York 
Subsidiaries & affiliates: Lima - Frankfurt - Monte Carlo 


"hy not pic’ thePusinecsCl <2 
that gives you more, 
when it doesn’t cost you more. 





More than just Business Class. 


Our new Business Class is as close to First So we had to invent a new name to 
Class as you can get on an Economy Class describe this new service: 
ticket. First Business Class. 

Next-to-First Class chairs. Close to First to tell you how much you get. 
First Class comfort. First Class service. Business to tell you how little you pay. 
You dine on china. You get a choice of A very nice combination, don't you 


entrées. In fact, the only thing you don't think? 


get is a First Class charge. 
It's all yours for the normal economy 
fare. 


To call such a Business Class, just Busi- SCANDINAVIAN AIRLINES 
ness Class, doesn’t do it justice at all. The Businessman's Airline 










; This Earth “Mankind b Pramoedya 
^Ananta Toe 


` LESS than 12 months after'the Indonesian 
Attorney-General's: Department banned 
Pramoedya's i best-selling «növel Bumi 


Manusia, an excellent English translation, | 


This Earth ofsMankind;:was. published 
abroad. Pramoedya wrote Bumi Manusia 
during his 14-year. detention without trial 
after the 1965: attempted coup. Since it 
was the first work published by Pramoedya, 

internationally: regarded vas -Indonesia's 
greatest novelist; after his release in. De- 
cember 1979, public interest was enorm- 


of the best: 
examples of бна Indonesian: litera- 
ture. The translation, by.former Austra- 
lian diplomat Max Lane, nly repro- 
duces the spirit and power o 





subtleties arid complexities of Indonesian 
into fluid English. Гапе was second sec- 
retary at the Australian Embassy in 
Jakarta until his hasty recall in September 
1981 for translating the banned novel. 


Set іп the 1890s the book tells the story | 


of Minke, a young Javanese noble, whois 
one of the very few “Natives” айван 





Crisis: А Psychocultural Interpreta- 
tion by William Parker. Penerbit Uni- 
versiti Malaya, Kuala Lumpur. i 


THIS thin book has three main parts. It 
begins with a tirade against foreign press 
accounts of Malaysia's May 13, 1969, ra- 
cial rioting from a perspective largely in- 
spired by the official versión of the events. 
Parker attributes these alleged distortions 
хо a failure by foreign observers to recog- 
“pise the basic psychocultüral differences 
between the Malay and Chinese commu- 
mities, particularly in regard to their re- 
“spective willingness to express publicly 
opinions on sensitive and delicate issues to 
‘outsiders. More specifically, he argues 


undue emphasis to Chinese versions of the 
incidents. He also rejects suggestions that 
the mob violence coüld have been spon- 
sored or that it became a pretext for a so- 
called palace coup. Parker acknowledges 
the possibility: that social distance and 
urban bias, as well as failure of the govern- 
ment to provide its own or Malay versions 
of the crisis, could have contributed to the 
bias in reporting. In recounting his per- 
sonal experiences, the author highlights 
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ion and outrage — 





moedya's- 
origindl, but succeeds in rendering the | 





The E. of "May 13. 


Communication. Апа The May 13th 





the Dutch High School in Surabaya. The 
youth is. caught between his: parents’ 
Javanese culture on the опе hand; and the 


world of learning and-modernity opened. 


up to him by his Dutch: ‘teachers | on the 
other." = 

His admiration for the: Dutch i is һај. 
lenged when he meets the stately Nyai On- 
tosoroh. (The term nyai-originally meant 
lady but came to: mean a:concubine of а 
Dutchman.) As a girl Oritosoroh was sold 


by her father to Herman Mellema, from 
“whom she learnt the ways of the Euro- 


peans. She became a:skilled and: level- 
headed businesswoman, expanding and 
eventually running Mellema'séstate, after 











the Dutchman’s mental breakdown; when-| 
he took up rtsidence in a Chinese E 


brothel. |, 
Minke falls i in love with Конен Mel- 


drawn to the € mother and her 


‘ence. Не. Аа marries AM lies ac- 


Islamic rites. After Mellema is 


cording 
i the brothel, 









sues the nyai, nad all the propert y 


cultural. differences in communie: 
styles between Malays and non-Mala 

This in turn leads him to the second 
of the booklet in which he links the 


ferences to broader cultural differences 


between "Southeast. Asians. (includin, 


Thais — but excluding Vietnamese) on. | 
one hand and East Asians. (especially. 


Chinese) on the other. Here, he marshals 
some skimpy evidence from academic 
sources in ostensible support for the 
psychocultural distinction. In the midst of 
all this, though, he makes an important 
observation about.the May 13 violence: 
“Both Malay and Chinese factions gener- 
ally believed themselves to be the ag- 
grieved party in the crisis, but it is likely 


| that there were pronounced differences 
Ч " Я * i 
that foreign press.accounts tended to give | 


tendencies 
their 


in the 
to verbalise 
views." 

The third part of the booklet involves a 
presentation and diseussion of the findings 
of two surveys conducted among. the 
Malay students of the Institut Teknologi 
Mara and the predominantly Chinese stu- 
dents of the Tunku Abdul Rahman Col- 
lege. These surveys were ostensibly de- 
signed to assess respondents' attitudes and 
responses to anxiety. 


respective 
and 


groups" 
communicate 





lema, thé nyai’s mixed-blood child. He is | 


Maurits, hiy 


-his. demands for rigour .m 





Parker concludes. 


which she and M 


had n never ad legally notione 
their children had. bee 












wem rights 
Surabaya White 
Minke'sTslamic marriage to 
spite a bitter public ou 
scholars. Minke 1 













tory for th 
further. т as 


















































В 
cultural differences in ‘the vest of 


: Southeast Asia. 


While heis ardens rigorous inh 
ation of foreign press accounts of 
13 incidents, his attitude towards 
cial version reads like. an article o 


evaporate. · 

Also, while there may be little 
for the premeditated conspirac 
is quite conceivable that certain ek 
managed to use the outbreak of mass v 
lence for their own ends. While so 
dence of this has not come to public a 
tion as yet — and is unlikely to forobv 
reasons — the very significan 
the nature of the Mal 
May 13 cannot be full 
sponses necessitated by 
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who take Asia seriously. 
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Bow in its 12th Edition. 


The 12th edition of the All- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


All of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 


To make sure of your copy, 
send off the coupon today. 


н-ни: 


To: Publications Division, 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. 


cheque/postal order for 

No. of copies Г] by surface C by airmail" 

ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. 
*For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy. 
Name 





Please rush me сору/соріеѕ of the ALL-ASIA GUIDE, 12th Edition. as indicated. I enclose а 


R0930AG12 


The ALL-ASIA GUIDE is | 

published by the Far Eastern | 
Economic Review, Asia's most 

respected business weekly. 
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ms Wight MEETS EM HEN UEM 
body, ae remains resolute and. e аена have le i relegoted him. 
ous in exposing the injustice, — According to Lane the English translation 


As she is being physically dragged from 
the courtroom she attacks the hypocrisy of 
the Dutch legal system. She challenges: 

“Who turned me into a concubine? Who 
turned us all into nyais? European gentle- 
men made masters.” This conviction pro- 
vides an example for the young Minke 
caught between his two worlds. He rejects 
the feudalism and empty ostentation of 
the traditional Javanese elite, symbolised 
by his father, a senior Javanese official of 
the Dutch Government. And yet, through 
his association with the nyai, he sees 
through the injustice and bigotry of the 
Dutch whom he had long admired. Minke 
turns to journalism, writing for a Dutch- 
language newspaper to express his dismay 
at his society in transition. His isolation 
from his own people is clear when his 
Javanese mother is dressing him for his 
wedding in fine batiks she has made her- 
self and regularly scented for four years. 

“Ah, if you were still Javanese,” she 
chides, “you would always be able to write 
in Javanese. You write in Dutch, Gus, be- 
cause you no longer want to be Javanese. 
You write for Dutch people, Why do you 
honour them so greatly? They drink and 
eat from the Javanese earth." 

The book is the first in a four-volume 
series. As later volumes show the charac- 
ter Minke is based on a historical figure; 
Tirto Adisuryo, who initiated politically 
committed native journalism in the Dutch 
East Indies (as Indonesia was then called). 
Pramoedya resurrects this pioneer jour- 
nalist from the obscurity to which conser- 





of Book Two, A Child of All Nations, 
which shows Minke's increasing politicisa- 
tion, should be published soon. The third 
volume in the series, Jejak Langkah 
(Footsteps) is currently being revised by 
the author. When the novels were written 
on the Buru prison island he did not have 
access to historical materials upon which 
the story is based. AII his collected notes 
and primary sources were burnt during the 
ransacking of Pramoedya's house only 
weeks after the 1965 coup. 

If the Indonesian Government ex- 
pected the ban to diminish public interest 
in Pramoedya and his ideas it was clearly 
mistaken. Overseas a Malay. edition of 
Bumi Manusia published in Malaysia sold 
well. A Dutch translation was reprinted 
within weeks. Now the English translation 
will make the work accessible internation- 
ally. The publishers claim a Chinese 
translation is completed. French, Ger- 
man, Russian and Japanese versions are 
under way. 

Pramoedya does not offer glib hopes for 
the future. His novel describes injustice 
and repression, but without rancour or 
personal bitierness. For him, as On- 
tosoroh expresses it: “Stories about happy 
things are never interesting. They are not 
stories about people and their lives, but 
about heaven, and clearly do not take 
place on this earth of ours." The tensions 
and injustices in the book are still perti- 
nent. Perhaps this is partly why an over- 
sensitive government chose to ban it. 

— A CORRESPONDENT 


COMMODITIES 


Survival of the fattest 


The Great Silver Bubble by Stephen 
Fay. Hodder and Stoughton, London. 
£8.95 (US$15.50). 

The Gold Market by Ronald H. L. Tan. 
Singapore University Press. S$15 
(US$7). 


THE rich really are different. In March 
1980, Nelson Bunker Hunt, a billionaire 
from Texas, was in trouble. With his 
brother Herbert, who was involved to a 
lesser extent. Hunt had bought heavily 
in the silver market, driving the price to 
record levels. But in a sudden turnaround, 
the price began dropping heavily in early 
1980. The brothers faced mounting mar- 
gin calls (they were thought to control 158 
million oz of silver at this point) and a 
mountain of debt — they had, of course, 
borrowed whenever possible to build up 
their hoard, rather than use their own 
money. 

So did the bankers take the Hunt family 
to the cleaners, as they would the ordinary 
speculator? Well, it would not have been 
prudent. Forcing the Hunts to sell their 
hoard would have put further pressure on 
the price, thereby badly undermining the 
value of the silver pledged to secure the 
original loans to the brothers. Just as bad 
would be a default by the Hunts on their 
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debts — estimated at around US$1 billion 
— which would lead to protracted legal 
wrangling and send a chill through Wall 
Street. 

Hence the banks coughed up another 
loan, a jumbo of US$1.1 billion, with vir- 
tually every big bank in North America 
participating. The brothers kept their 
silver, though they did promise to stay 
clear of commodity speculation at least 
unti] 1990, when the loan will have been 
settled. 

The bail-out, and the events leading to 
it, are described by Fay, a journalist on 
The Sunday Times in London, in a book 
that reads like a financial thriller. Fay has 
done much homework (he takes care to 
point to the massive research that went 
into the work) but admits that the nature 
of the story was such that he had to waive 
the journalistic standard requiring infor- 
mation to be corroborated by two sepa- 
rate sources. 

The Hunts’ gamble failed partly be- 
cause their heavy purchases had so dis- 
rupted the market that the rules were 
changed. The New York exchange, 
Comex, declared an emergency and intro- 
duced "liquidation only" trading which 
meant that buyers of futures contracts, 
of whom Hunt was by. far the most pro- 


Hunt: royal connections? 





minent, could no longer increase their 


positions. 
Then again, the Hunts had not counted 


on the public reponse to the boom. Family _ 
heirlooms — silver tableware and so on — 


were brought out to cash in on the high 


prices and old mines were reopened. | 
Supplies of silver were far higher than ex- 
pected. In January 1980 the silver price _ 


topped US$50 an oz — a historic high — 
but by late March that year it had dropped 
to below. US$16. (Today, it is about 
US$9.) 


Fay is at his most controversial in at- ` 


tempting to link the Saudi royal family to 
the Hunts. Relying largely on hearsay and 
on sources who asked to remain anony- 
mous, Fay asserts that the Hunts managed 
to recruit members of the royal family in. 


their efforts to drive the silver price up and 


the two groups, acting in concert, sought 
to corner the market. which was illegal. 


Certainly Arab businessmen were heavy ~ 


buyers, and Fay says they were frontmen 
for the Saudi princes — but his claims 
would not stand up in court and have been 


denied by both the Hunts and the royal _ 


family. 


Obviously those in a position to know — 


are not about to point fingers at Saudi 
princes in public. Fay must be credited 
with coming closer than anyone else so far 
to telling the full story of the Hunts" int 
volvement in silver. For a journalist whois 
himself no financial expert, and had to 
educate himself on how the futures mar- 
ket works when he began work on the 
book, it is no mean feat. 

After the silver saga, Tan's book makes 
for dull reading. The author's aim is to 
educate newcomers in the complexities of 
gold trading and his book does just that — 
if the reader is persistent enough to wade 
through it. Singapore-based, and a former 
dealer himself, Tan knows his stuff, how- 
ever, and his description of gold trading in 
Hongkong and Singapore should be par- 
ticularly useful. - CHEAH CHENG HYE 
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Taiwan ticks over, hoping for an early pick-up in export demand 


A matter of timing | 


By Andrew Tanzer 

Taipei: Recession in major markets has 
taken the steam out of Taiwan's export- 
powered economy. The gross national 
product is expected to grow 4% in 1982 in 
real terms, barely half the official target of 
7.5% and down from last year's 5%. Even 
that mark — which would be the econ- 
omy's worst performance since 1974 — as- 
sumes 576 growth and a modest recovery 
in the fourth quarter of this year. Officials 
claim to see signs of a recovery already, 
but many businessmen and private econo- 
mists say they have heard that before, and 
they do not forecast an upturn until 1983. 

The government's attitude so far has 
basically been to sit back and wait for ex- 
ports, which represent more than 50% of 
GNP, to pick up. Steps taken over the past 
year to stimulate the economy — reducing 
interest rates and duties on imported capi- 
tal equipment and providing tax credits 
and subsidised loans for selected indus- 
tries — have been moderate and largely 
ineffective. Interest rates have tumbled 
five percentage points since September 
1981, but the lack of both business confi- 
dence and a consumer-credit regimen 
have prevented a surge in borrowing. 

Recently, the government announced it 
would move up some of the public con- 
Struction projects scheduled for fiscal 1983 
(the year to June 30, 1983) to try to 
breathe some life into the sluggish econ- 
omy. Outlays for the year will remain the 
same, but the projects will begin earlier. 
The effect is expected to be minimal be- 
cause of the small size of most of the pro- 
jects — Taiwan completed work on its 
main infrastructural projects in the 1970s. 

Some economists advocate massive 
counter-cyclical spending. Government 
economic planners, obsessed with budget 
deficits, are not listening. After budget 
deficits in fiscal 1981 and 1982 (following 
17 years of surpluses), the Finance Minis- 
try trimmed spending growth in the cur- 
rent budget to 6.4%, the smallest increase 
in many years. The plan was to make more 
funds available for the private sector, but 
private industry has not picked up the 
slack. “The long-run policy is to slow 
down the rate of expansion of the govern- 
ment, but in the short term the economy 
may require an expansionary policy," 
commented Sun Chen, Vice-Chairman of 
the Council for Economic Planning and 
Development (CEPD). 

So far the government has stuck to its 
austerity budget for fear of fuelling infla- 
tion. Many economists reckon the fear is 
unfounded. For one thing the deficit is 
small: 1983's projected shortfall of 
US$700 million is only 8% of the budget 
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and under 2% of the GNP. Liu Tai-ying, 
deputy director of the privately run 
Taiwan Institute of Economic Research, 
says the deficit would disappear if the cen- 
tral bank used its huge earnings on over- 
seas investment of foreign reserves to sup- 
port the government's budget. According 
to Liu, in fiscal 1982 the central bank 
added US$1 billion to its foreign-ex- 
change reserves, which now total more 
than US$9 billion, from interest earned on 
deposits in the United States. 


Моше are praying for recovery 
in the US market, which last year took 
36% of Taiwan's exports, in Western 
Europe (12.7%) and in Japan (11%). Ex- 
ports of US$12.85 billion in January-July 
were up only 0.3% over the same period in 
1981, making this year's growth in over- 
seas shipments the most sluggish since 
1975. Falling oil and commodity prices 
and plummeting demand for capital goods 
caused imports to drop by 1375 over the 
same seven-month period to US$11.33 
billion. 

One bright spot is the improving terms 
of trade, which had plunged 20% over the 
past five years. With a merchandise trade 
surplus of US$1.5 billion at the end of 
July, Taiwan looks set for a record trade 
surplus of more than US$2 billion and a 
current-account windfall of perhaps US$1 
billion for the year. While other develop- 
ing countries are being crushed under the 
weight of foreign debt, Taiwan’s finances 
are in excellent shape. The island's foreign 
debt at the end of 1981 was US$6 billion 
and the debt-service ratio a mere 5.4%. 

Optimists in the government think an 
upturn in exports is at hand. They point to 


a 1.3% rise in imports —including a large 
raw-materials component — in July, the 
first monthly increase this year, and a mar- 
ginally firmer order book. Sceptics say 
these are thin.straws on which to pin hopes 
of a recovery. Export orders in January- 
July fell 17.8% from the corresponding 
period in 1981. There is normally a lag 
time of at least three months between re- 
covery in the US and recovery in Taiwan's 
exports. 

Exporters, too impatient to wait for the 
recovery in the industrialised countries, 
are pushing for a devaluation of the New 
Taiwan dollar. The currency, which is tied 
to the US dollar, has appreciated by 20% 
or more against many currencies in Asia 
and Europe (where exports declined 896 
in 1981) over the past two years. The cen- 
tral bank, which devalued the currency 
5% in August 1981 and has winked at a 
5% depreciation since then, is unlikely to 
let the local currency slide any further. 
Most economists feel the current ex- 
change rate of NT$40 to US$1 is close to 
parity. They also point out that a devalua- 
tion would benefit exporters for only a 
very short time — imported raw materials 
make up an estimated 35-50?6 of the con- 
tent of Taiwan's exports. Further, for 
every 2.5% the currency was devalued, 
the island's oil bill would rise by US$125 
million. 

Interest rates have come down steadily 
since last year's high but manufacturers, 
who depend on bank loans for three quar- 
ters of their capital, are not satisfied. The 
ceiling on term loans is 13.25%, which 
means real interest rates are not far short 
of double digits. Consumer prices have 
risen by an annual rate of only 5% this 
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year, a big нете! over last year's 
e 


16.3%. Wholesale prices have actually de- 
clined after rising 7.6% in 1981. 

The central bank credits its tight mone- 
tary policy for the gains on the inflation 
front. The press and many economists 
have taken the bank to task for failing to 
reach its own growth target in MI (cur- 
rency plus demand deposits) of 13-15%. 
The bank responded by broadening its de- 
finition of M1 to. include passbook savings 
deposits. Thus, the newly defined money 
supply was growing at an annual rate of 
13% in the first-half of the. year, rather 
than 9%. Economists. with long 
memories, however, recall that the bank 
formerly included passbook savings depo- 
sits in its definition of MI but narrowed 
the definition after it was criticised in 1978 
for allowing the money supply to grow too 
rapidly. 

If export markets do not perk up 
cheaper money may not mean more in- 
vestment. Factories in most industries are 
running at under 75% of capacity and 
some plants, such as steel and cement, are 
down to 40%. Profit margins in textiles, 
Taiwan's largest export industry, are said 
by one economist to be less than 4%. 
Fixed capital formation dropped in real 
térms in the first half of the year — by 796 
according to the government but by 15- 
20% according to one independent eco- 
nomist. Machinery and equipment im- 
ports slumped 31% in the first half of the 
year. 


о“ big unknown is the extent of dam- 
age done to investors' confidence by 
the decision of US President Ronald Rea- 
gan's administration to reduce arms sales 
to Taiwan. If local businessmen are wary, 
foreign investors seem to be giving the is- 
land a vote of confidence — approvals of 
foreign-investment applications in Jan- 
uary-August rocketed 33% over the past 
year to US$297 million. 

But the economy remains stuck in re- 
cession. Industrial production slipped 1% 
in the first half of the year, the first decline 
since 1975. The motor industry forecasts a 
16% drop in car sales for the year, while 
construction has crashed by 26%. 

There are no reliable figures on bank- 
ruptcies, though most observers sense 
they are on the rise. In an economy domi- 
nated by small, family-run enterprises, 
many firms simply open and close without 
reporting their actions to the government. 
But there have been some highly publi- 
cised cases of corporations with shaky fi- 
nances. Tsin Tsin, a food-processing com- 
pany, recently went bankrupt and a 
number of foreign banks had their fingers 
burnt. Delta, a large petrochemical com- 
pany on the verge of insolvency, won 
some breathing space when the govern- 
ment helped it reschedule its huge debts. 

Unemployment statistics are also 
notoriously suspect. According to govern- 
ment figures, the unemployment rate top- 
ped 2% in July for the first time since 
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1975. Most people, including many gov- 
ernment officials, believe 3-476 is more 
accurate. Sun of the CEPD reckons the 
under-employment rate is 15% and notes 
that Taiwan's labour -market does not 
function like those in other countries. In- 
stead of laying off workers, employers, 
conscious of the tight labour market in re- 
cent years, spread less work among em- 
ployees. 

Some city workers have gone back to 
the farm. Government figures show that 
the rate of decline in employment in the 
agricultural sector has flattened, though 
the rural sector has not absorbed as many 
urban workers as in the 1974-75 recession. 
The labour participation ratio has also 
dipped, as thousands of people have drop- 
ped out of the workforce. There are more 
vendors out on the streets. 

When it comes, how strong will the re- 
covery be? Most observers are agreed it 
will be weaker than after the last serious 
recession in 1974-75. Taiwan's economy 
boomed in 1976-78 but much of that 
growth came because the government was 
subsidising energy and the island's exports 
were almost too competitive. “We paid 
for it later when our industrial structure 


failed to make the necessary adjustment," 


commented Sun. *Now we are correcting 
our mistakes. Now energy reflects real 
costs and the rate of expansion of energy- 
intensive industries is slower than that of 
less-intensive ones." 

When the industrialised countries find 
their feet, Taiwan's exports may look 
rather less competitive than they did in the 
1970s. According to Liu, factory wages 
have outstripped gains in productivity by 
50% over the past three-and-a-half years. 
Taiwan is already starting to feel the heat 
from China in labour-intensive industries 
such as textiles and processed foods. 

However, the news is not all negative. 
Wages in the manufacturing sector look 
like rising only 10% this year, half the rate 
of recent years. The government led the 
way by freezing salaries in the fiscal year 
beginning in July (civil servants will re- 
ceive an extra month's bonus). Also, pro- 
ductivity in manufacturing is up, jumping 
9% in 1981 as less efficient factories went 
bust and the survivors rationalised their 
operations. Government economic plan- 
ners hope the economy starts to pick up 
before those of its rivals Singapore and 
Hongkong, which turned down months 
later than Taiwan. 

The great economic debate in Taipei is 
whether the government should aim for 
high growth or stability in its policies. So 
far the conservatives, who place a pre- 
mium on stability, have won the day. Offi- 
cials repeatedly bring up the case of South 
Korea, which they view as having sac- 
rificed stability for the sake of growth in 
the 1970s. But perhaps this argument over 
trade-offs is one sign of how tough times 
are expected to be in the 1980s. For three 
decades Taiwan had a knack for achieving 
high economic growth and stability. 


Stirrings at 
the club 


The Philippine business 
elite aims to help 
tackle key issues 


By Guy Sacerdoti 
Manila: For the first time in a decade, top 
Philippine executives are banding to- 


gether in an attempt to tackle — rather — 
than simply attack — the direction of - 


economic policy. And significantly, the 
normally politically timid business com- 
munity is tying its analysis of development 
problems to one of the central and most 


sensitive political issues confronting the - 
government of President Ferdinand Mar- 


cos — rural insurgency. 

Under the auspices of the 400-member 
Makati Business Club (MBC), Manila's 
corporate elite has prepared a “memo” for 


Marcos saying in essence that if the gov- — A 


ernment is to reverse the trend towards in- 
creasing rural support of rebel move- 
ments, greater powers and economic deci- 
sion-making must be granted to regional 
and local authorities. 

“The security problem is directly linked 
with rural poverty," says Vicente Paterno, 


a former minister of industry who is chair- _ 


man of the MBC resolutions committee. 
“It is caused by a perceived lack of respon- 
siveness and concern of the government to 
[rural] problems." | 

In а four-page paper outlining policy 
suggestions, the businessmen emphasise 
their "grave concern over the social, 
economic and political upheavals beset- 
ting the world today and contributing to 
poverty and unrest in [the Philippines]." 

Regional disparities in development, 
the lack of funds and power for local gov- 
ernments and growing frustration among 
regional groups at being unable to influ- 
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is lo “has not been | Buenaventura as ап, Ames 
{о provide many Filipinos with suffi- | Collins (Citibank), Antonio eta 
cient levels of income and services to | (Philippine Commercial and Industrial 
- maintain human dignity." The document | Bank) and Jaime Zobel de Ayala joining 
E _ continues: “This situation of want has for | Ongpin and Sycip as members. Nowhere 
| many grown to unbearable proportions | on either the board or among the member- 
— with the onset of world recession and has | ship are the so-called Marcos business 
| driven an alarming number to lawlessness | cronies such as Rudolfo Cuenca of Con- 
= and desperation. The increasing number | struction and Development Corp. of 
_ of barangays [districts] influenced in vary- | the Philippines (СРСР), Eduardo 
__ ing degrees by the NPA [New People's | Cojuangco, who controls the coconut in- 
_ Army — the military wing of the outlawed | dustry, or Roberto Benedicto, the coun- 
-— Communist Party of the Philippines] is | try’s sugar mogul. 
— Clear evidence of this trend.” Currently Marcos’ economic decisions 
_ . Tohelp alleviate this, the MBC suggests | are moulded by two major sources of în- 
И that: fluence — the well-trained economic 
ы > Significant budget allocations be fun- | technocrats led by Prime Minister Cesar 
—— пед directly to local governments. Virata and the politically placed entre- 
— x Regional mobilisation committees be | preneurs such as Benedicto (who recently 
` . formed. made up of government, business | rejected an appointment as “political” re- 
: presentative to the Executive Committee, 


t 
à super-cabinet charged with running the 





group tends to be dominated by the pet 
peeves of specific industries. “The three of 
us decided to put together what we were 
fighting for,” says Romero. “We like to 
think . . . and to speak up. People here 
find a leader and right or wrong they fol- 
low. The pressure builds if it is wrong and 
some day it just runs amok — whether 
Muslims in the south or the insurgents 
during the 1950s. 1 am not saying 
businessmen are running amok, it is just 
that they want to speak up." 

The MBC began breakfast meetings in 
October last year, and within two months 
had its current 400-strong membership. 
To date, the group has hosted government 
ministers and private analysts as guest 
speakers and publishes a glossy 16-page 
monthly economic bulletin soberly analys- 
ing world and domestic economic prob- 
lems. But the memo to Marcos is its first 
attempt as a.lobby in effect to try to di- 
rectly influence government policy. 
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апа regional representatives, to create 
_ development plans in less-developed rural 
locales and to coordinate government and 
business to carry them out. 
» The private sector be allowed to par- 
~ ticipate in the year-old. Kilusang 
— Kabuhayan at Kaunlaran (KKK) pro- 
- gramme, а multi-billion-peso lending 
— -— scheme for medium- and small-scale pro- 
| jects run by Marcos’ wife Imelda (in her 
- Capacity as minister of human settle- 
— ments). Existing banks and joint-venture 
— regulations should be utilised to reduce 
— Costs and increase efficiency in channel- 
— ling funds under the programme, 
m "n Б : . 
à » Citizens' advisory councils be created 
at the local level to ensure that policies 
— truly represent the people's needs. 
— But whether this new. economic lobby 
| —or the suggestions it proposes — will af- 
_ fect Marcos’ decisions at this stage is less 
| important than the fact that, for the first 
_ time, businessmen are speaking out in a 
- concerted fashion on questions affecting 
the overall direction of policy. 





he policy suggestions derive from a 

series of conferences and seminars be- 
tween groups of MBC members and the 
Philippine. Economic Society, Develop- 
ment Academy of the Philippines, Asian 
Institute of Journalism, National Defence 
Ao E of the Philippines and the Minis- 
try of Budget and Management, all held 
over the past four months. Initial results of 
these discussions were compiled in a 
paper, Philippine Growth and Develop- 
ment: Issues and Prescriptions 1982, dis- 
cussed by the MBC at a day-long plenary 
session held on August 28. Touching on 
poverty. employment, communications, 
security, political economy and the 
budgetary process, the paper lists specific 
issues and then follows up with its 
suggested prescriptions, all based on the 
premise of creating a better business and 
development climate. 

For example, the discussion of security 
stresses topics such as expanding NPA in- 
fluence, deteriorating government credi- 
bility in security areas and continuing mili- 
tary abuse. Specific prescriptions include 
intensifying development efforts in rebel- 
infested areas, curbing government cor- 
ruption and military abuse, creating credi- 
ble outlets for the legitimate opposition, 
reforming the inefficient bureaucracy, re- 
storing freedom to the electoral process 
and increasing military training. 

Not that the MBC board regards all its 
prescriptions as sacrosanct. Rather, its 
emphasis is more on bringing these sensi- 
tive problems out into the open for a dis- 
ciplined discussion within the business 
community — and between the communi- 
tv and the government. *We want to go 
beyond criticism to some concrete sugges- 
tions formulated outside the narrow in- 
terests of our members," says Paterno, 

Or, as Buenaventura explains: “The 
MBC is not going to promote any sectoral 
interest in the country or seek influence at 
the expense of certain people. But we can 
use the MBC as a forum to exchange ideas 
‚+, It is going to be a long hard grind. 
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Sycip: stars joining forces. 


government should Marcos resign or be- 
come incapacitated). The less-favoured 
private sector has had little input. 

Zobel, Villegas and Romero got to- 
gether in August last year as government 
authorities were wrestling with the grow- 
ing, number of large corporate insolven- 
cies caused by the disappearance early in 
1981 of debt-ridden textile magnate 
Dewey Dee — and of liquidity from com- 
panies dealing in or holding commercial 
paper issued by Dee and others. Three of 
the major groups which were floundering 
were run.by cronies — Cuenca (CDCP), 
Herminio Disini (the Herdis group) and 
Ricardo Silverio (the Delta Motors 
group). Zobel and other long-established 
investors worried that other sectors would 
be pulled into the economic mire. Villegas 
and CRC were swimming against the tide 
in criticising the central bank's and the 
technocrats' ability to handle the politi- 
cally derived problem, while Romero be- 
came a vociferous antagohist against the 
coconut levy, fast becoming the major 
economic issue of the day. 

The three decided there was no vehicle 
with a sufficiently broad focus to express 
their growing concerns. While the Philip- 


A, qu MBC is barely a year old, and while 
_ M the "heavy" industrial names such as En- 
- rique Zobel (Ayala Corp.), Jaime Ongpin 
_ (Benguet Corp.). Cesar Buenaventura 
- (Pilipinas Shell) and Washington Sycip 
- (Sycip, Gcrres Velayo and Co.), all on 
— either the executive or advisory boards of 
_ the MBC, have spoken out individually on 
— specific issues, never before have these 
- corporate stars joined forces to assess the 
_ two-sided coin of development and sec- 
-urity which, in the final analysis, defines 
— the overall business climate for the coun- 
— try. And while most MBC members em- 
phasise strongly that they are not speaking 
out for political reasons, the very nature of 
_ their comments implies criticism of the 
- way in which power has been divided — or 
not divided — in the aftermath of martial 

` law (legally lifted in January 1981). 
ү The MBC has chosen its leadership to 
— represent a wide swathe of economic ac- 
tivity. Joining Zobel on the executive 
- board is Rogelio Pantaleon of the 
. . Filipinas Foundation Inc. and economists 
Jose Romero and Bernardo Villegas — 
Romero a consultant and Villegas а 
member of the economic think-tank, the 






























vable, but it y in the right di- 
rection. The difference is that we want to 
express what we are for — and not solely 
what we are up against.” 

In the sensitive world of Philippine poli- 
tics, however, the MBC's actions could 
easily be viewed by Marcos as opposition. 
And in that case, its hopes of being a via- 
ble lobby would be lost. MBC leaders do 
not see that as а major problem. 

"We are forthe long-range good of the 
economy," said Paterno. “If we can 
achieve this status in the eyes of the gov- 
ernment and the public at large, then we 
will be a useful organisation." 

Achieving such a status may be difficult, 
however, despite the MBC's quickly at- 
tained status as Manila's largest business 

. group. First, the group has to show itself 
beyond the boundaries of Metro-Manila, 
and then it will have to prove its leaders’ 
sincerity by committing some of its own 
members’ resources towards the reforms. 


"€ $ 15 16 1 ۲ C and 
view the setting up of regional affiliates as 


their next step. Because of its more vi- 
brant local business community, Cebu has 
been targeted as the first place where the 
MBC will try to organise. And as for the 
private sector's involvement in the re- 
forms the MBC is pushing, the Marcos 
memo stresses that as specific measures to 
alleviate rural poverty are formulated, 
technical and managerial expertise, par- 
ticipation in the proposed commissions 
and councils along with direct investment 
in rural projects (assuming “reasonable 
returns on funds employed”) are ways of 
Supporting policies. One of the four speci- 
fic suggestions given Marcos was for pri- 
vate-sector involvement in the KKK pro- 
gramme. 

The goyernment's reaction to the MBC 
has been quiet, at least in its infant stage. 
One prominent political minister told the 
REVIEW that while he questioned some of 
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1 t y To tob н" 
and discussed. Technocrats such as Virata -~ 
are known to dislike the analysis and prog- # 
nosis of the CRC and are worried that the — 
CRC will have too great an influence on — ў 
the group. Other economic ministers, - 
while agreeing to speak at MBC break- — 


fasts, decline to comment so as to 


“minimise the MBC paper's publicity.” 
‘But even though Marcos, when he ] 

around to it, will probably refer ће MBC ^u 
memo to government's Executive — 
Committee for study (and possible obliv- 
ion). The salient feature of the exercise _ 
may, at this early stage, be the MBC's “Єй 
fort in itself and the rapid support, or at - 
least interest, it has garnered at senior - 
levels of the business community. In a _ 
country imbued with constant о 
horse-trading, a credible private-sector - 
lobby will influence policy. Although still - 
feeling its way, the MBC may fin € 
the appropriate vehicle. 
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_ justified on the grounds of national interest 


Jis going through a difficult period. De- 


: By Leo Gonzaga 


nila: The country's labour movement 


mands for higher pay have been dismissed 


| by President Ferdinand Marcos. Whereas 
- “in the past the government would inter- 
- - vene to ban strikes on a case-by-case basis, 


а blanket ban has now been placed on 


| Strikes in the entire semiconductor indus- 


^3 


и, 


F Legislation on industrial relations has 
ilso been tightened to the advantage of 
ployers. Such developments have 


е ught the trade-union movement at a par- 


< 


— ticularly vulnerable time, with its leader- 
- ship seriously split. While suspicions exist 
that some leaders are too pro-govern- 
nt, a few others have been identified by 
— the authorities as security risks and are 
- now either in jail or under military surveil- 


, 
"M LI { 
 “Unrealistic” was the word used by 


— Marcos to describe the demand of the 


ч. 


3? 


Trade Union Congress of the Philippines 


_ (TUCP) for a P3 (33 US cents) increase in 


he daily minimum wage. As the president 
said in his state of the nation address 
arly last month, the main government 


concern is to keep business establishments 


gprs until the recession is over. This way, 
- it can at least save thé jobs of job-holders 
and, afterwards, create new employment 
pportunities. : 
arcos said that workers in such coun- 


tries as the United States and Japan are 


temporarily shelving demands for in- 


| €reased wages to give their companies a 


_ chance to stay afloat. After asking work- 
ers here to be "reasonable" and assuring 


them the government is “not insensitive" 


0 their problems, the president claimed 

_ that organised labour here has been “infil- 

trated by agitators.” Marcos warned the 

. unions against provoking the government 
_ into using the “heavy hand of the law.” 

_. It was the second time in less than a 

_ month that Marcos risked losing friends in 

Organised labour by taking a position 

uring employers. In late July, he ban- 

ned strikes and lockouts in the semicon- 


` ductor industry. In his directive, Marcos ' 
said that the labour minister should im- 


mediately assume jurisdiction in cases 


- Where labour disputes cause — or are 
| likely to cause — a strike or lockout which 


N 


2 


would adversely affect the national in- 
„terest. The action has the effect of au-. 
. tomatically ordering strikers to return to 
‘work, and the company concerned to re- 
sume. operations, under pre-dispute con- 
ditions pending compulsory arbitration. 
. Before this, government intervention was 


.. опа case-by-case basis. 


i 


Thus far, there are no signs that Marcos 


| -has lost friends at the TUCP, the country's 


biggest union. To some observers, this is 
110 


not a surprise — they privately regard the 
TUCP as a "company union," the govern- 
ment being the company in this case. 
Some TUCP leaders are said to hold posi- 
tions in'such governmental organisations 
as the social security system and the Na- 
tional Wages Council. The day after the 
State of the Nation address, the union 
abandoned its demand for a higher mini- 
mum wage, though it maintained that 
the present minimum is “already too far 
behind" the cost of living. On the ban on 
strikes or lockouts in the semiconductor 
industry, its reaction was merely an ex- 
pression of disagreement. 

The Federation of Free Workers not 
only disagrees with the ban, but has also 


threatened to call strikes in the industry in 
direct confrontation with the governrhent. 
No such challenge has materialised yet, 
however. Labour Minister Blas Ople is 
known to have felt bad about the ban since 
he had previously assured workers that no 
such industry-wide prohibition would be 
imposed by the government. 


Y: he has proposed that in depressed area, 
employers be exempted from man- 
dated wage and allowance increases or 
even from the basic pay requirement it- 
self, to lure investment to such areas. And 
despite union protests, Ople has inter- 
vened several times in union-management 
disputes, including those in'garment man- 
ufacturers Capital Garments Corp. and 
Feltman Brothers Corp., on the ground 
that “national interests" were adversely 
affected. ; 

"National interests" are the key words 


They allow ANOMAN 


‚ 230. 
‹ government action 
in disputes in selected areas. They have 
expanded the list of such areas. While the 
legislation prohibits employers from hir- 
ing replacements for strikers, it also pro- 
hibits strikers from obstructing movement 
to and from company premises. The strik- 
ers are assured of their jobs; the company, 
of continuation of operations. 

How the situation. balances out is 
perhaps best indicated by the contrast in 
reactions of the two affected sides. The 
Philippine Chamber of Commerce and In- 
dustry as well as the groupings here of 
American, Japanese, European and Au- 
Stralian businessmen are happy. Their 
only worry is over enforcement of the two 
laws: This does not measure up to their ex- 
pectations because, ‘they say, strikes are 
still being declared in areas “vital to na- 
tional interests” and the government is 
taking a “tolerant attitude.” 

The unions feel uncomfortable, to say 
the least. Their main worry is over a provi- 
sion which prohibits pickets from interfer- 
ing with the “free ingress to or egress 
from” a company where there is a strike. 
The labour laws will be the “deathbed of 
the union movement,” warned Felixberto 
Olalia recently. He is the head of the radi- 
cal Union of Filipino Workers-May 1 
Movement. Olalia and some of his col- 
leagues have been arrested for an alleged 


, anti-government conspiracy. 


Whatever their ideological persuasion, 
workers and union leaders have other 
reasons to be unhappy. The Supreme 
Court last month ruled that the overtime 
pay of an employee should be based solely 
on his basic wage. Two months before that 
it also ruled that employers are under no 
obligation to give employees the so-called 
13th-month pay (or an extra month's salary 
for every 12 months of service) if they have 
already given at least its equivalent in 
bonuses. The unions have contended that 
overtime pay should be based ‘on basic 
wage plus allowances and other non-wage 
benefits, and that the 13-month pay is ob- 
ligatory on the part of employers, whether 
or not they give bonuses. 

Unions have also suffered setbacks in 
several cases raised to courts of first in- 
stance (lower courts). For example, 
strikes at Solid Mills Inc. and Carlota Mill- 
ing Co. were declared "illegal" and the 
strikers ordered back to work. 

While decisions of the Supréme Court 
and of the lower courts are based on 
purely legal grounds, economic factors are 
behind the temporary abandonment of 
the populist approach by Marcos in mat- 
ters concerning workers. Official data 
place unemployment at rates of 12% in 
Metro Manila and 5.2% nationwide. Un- 
official estimates tend to indicate higher 
rates. Last year, 78,446 workers were laid 
off, 15,023 permanently, due main- 
ly to corporate. failures or near-fail- 
ures. In first-half 1982, such lay-offs aver- 
aged 275 per day, well up on the 212 aver- 
age in the whole of 1981. Marcos says that 
in helping employers at this time the gov- 
ernment also helps the working man. m 
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For more than a centur 
oil the wheels of Asia 





Chartered has helped 
Industry. 


Since 1853, The Chartered Bank has played a vital role in Asian business 
and industry. Participating in prestigious government loans, investing in fledgling 
industries and helping to support Asia's traditional exports such as timber, sugar, 
rice, tin and rubber through the good times and the bad. 

Today, through our network of more than 185 offices in over 15 Asian countries 
we're more involved than ever. 

For example, we're involved with large-scale project finance and major loan 
syndication throughout the region. Our many years in the area have made us experts 
in local markets and practices. And it goes without saying that our trade finance and 
import/export capabilities are second to none 

So whatever you. want from a regional bank, whether it's letters of credit, giant 
offshore transactions, or just market advice, we can help. 

In fact, you might Say, our industry could help yours 


THE CHARTERED BAN 


A WEALTH OF EXPERIENCE IN ASI 


A member of the Standard Chartered Bank Group with over 1500 branche 
in more than 60 countries, 


Hong Kong. Malaysia, Singapore, Indonesia Brunei, Philippines, Japan. Korea, The People s Republic of China. Thailand 
Bangladesh, Sri Lanka. India, Pakistan, Nepal, Australia (Standard Chartered Bank | 








Philippine Airlines was the first Asian airline to fly © 
` internationally. We were also the first to fly across the 

. Pacific. And the first to fly to Europe. 

¬ Stands to reason we wouldnt stop there. 

And we havent. 
| Today, we're still ahead of the rest. With more firsts in 
` First Class than any other Asian airline. 

— ike our award-winning Nouvelle Cuisine. And our 
` unique, full-length beds" tucked away upstairs in their 

_ own bedroom. 

So if youre flying First Class to the U.S. West Coast 
` or Europe, try us. You'll enjoy a touch of class and a 

` few important firsts no other airline can give you. And 

.. discover a few more reasons why Asia's first airline still is. 





Asias first airline. 


Amsterdam Athens Bahrain Bangkok Brisbane Canton Dhahran Dubai. Frankfurt Hong Kong Honolulu Jakarta Karachi Kuala Lumpur 
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*"Shybeds* " available at nominal charge to B- 747 First Class passengers. 


Airlines 


Kuwait London Los Angeles Manila Melbourne Peking Port Moresby Rome San Francisco Singapore Sydney Taipei Tokyo 








Just because you're stopping in Singapore on business doesn't 
mean you can't squeeze some good times in. An oriental-styled 
hotel, Ming Court gives you eastern hospitality combined with 
international savoir vivre. 

There's French Provencal cooking at Chez Bidou. Or try Ming 
Palace's famous Hong Kong dim sum. Relax at the sidewalk 
Cafe Boulevard. Unwind 
with a few drinks at Jade 
Lounge, listen to live music. 

The Ming Court is in the 
heart of Singapore’s shop- 
ping and entertainment 
centre but just a few minutes 
from the downtown district. 

Ming Court. The Cosmo- 
politan Asian of today. 





PLING COURT HOTEL 


Tanglin Road, Singapore 1024, Telex RS 21488 MINGTEL. Cable MINGOTEL 


Reservations: Utell International. Steigenberger Reservation Service, Cardinal Hotel 
Booking Service, Hong Kong. Goodwood Park Hotel Sdn Bhd, Kuala Lumpur 


Member of The Goodwood Group 








If You Want to 
Learn More 
About Reaching 
Asia’s Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong 





Have You A Farm? 


Then You Must Have UTB Machinery! 





Universal Tractor Brasov offers: 


a wide range of farming and industrial tractors machinery delivered under SKD/CKD form 

of powers ranging between 26 and 360 HP  — technical assistance for assembling lines and 
wheeled and crawler types, used for agricul- training program for buyer's personnel 

ture, sylviculture, vegetable and fruit growing, — prompt delivery of spare parts 

forestry, building trade, transport jobs — competent service network 

farming machinery for all specific tillage jobs 

harvesting combines Apply for full information on the whole range of 
trailers products and services offered, to the foreign trade 


assembling lines for tractors and farming — company: 





Universal Tractor Brasov 


Head Office 
5. Turnului St., 2200 Brasov-Romania. Telephone: 921/12661, 18695 Telex: 61335, 61336 


Branch Office 
19, Lipscani St., Bucharest-Romania. Telephone: 90/138713 Telex: unitra 11189 





If risk is an essential part of your 
business life, then surely safety should be 
your priority for your private trust account. 


v О! wide reputation for handling and sac currencies as well as the rajar inemational 
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With the oil boom over, Indonesia must push forward policy reforms 


From virtue to necessity — 


By Susumu Awanohara and Manggi Habir 


Jakarta: Even before the onset of the oil 
glut and recession, Indonesia was aware 
that it had to make fundamental policy re- 
forms to reduce its dependence on oil 
while ensuring continued rapid economic 
growth. Such reforms included shifts in 
trade and investment policy, with em- 
phasis on increasing non-oil, non-tradi- 
tional exports, simplification of the re- 
gulatory environment, adjustment of 
domestic prices to reflect economic costs 
and, last but not least, improvement in fi- 
nancial intermediation and the mobilisa- 
tion of domestic financial resources. 

Only a year ago, the presumption was 
that the oil-price boom would continue for 
several more years and it was being argued 
that Indonesia’s comfortable external fi- 
nancial position over the first half of the 
1980s would provide a unique opportunity 
to undertake some of these reforms rela- 
tively painlessly. But naturally, abundant 
oil revenues tended to diminish the 
urgency of these reforms and little pro- 
gress was made. 

Now the tables have been turned and 
economic reforms are suddenly seen as in- 
dispensable for further economic ad- 
vance. Faced with slowed growth — and 
possibly a decline in real terms — of oil- 
export revenues, the government must 
either shrink development expenditure or 
tap other sources of revenue, or find an ac- 
ceptable combination of the two. 

Understandably, Jakarta wants to 
maintain rapid growth, which rules out a 


drastic cut in development expenditure,’ 


accounting for roughly half the country's 
gross investments. On the other side, 
however, there is a basically healthy reluc- 
tance to seek external sources of funds, 
particularly when they come with tough 
commercial terms. Thus, tapping and al- 
locating domestic funds more efficiently 
than in the past has become an urgent po- 
licy objective. 

There are three main channels for 
achieving this: the budget, the banking 
system and the capital market. The obvi- 
ous task of the budget is to increase re- 
venue from non-oil taxes. A comprehen- 
sive study is under way with the help of 
some of the world's best specialists in fis- 
cal policy. But even when the study is 
complete and recommendations are 
made, implementing them will need consi- 
derable determination on Jakarta's part. 

Changes are also called for on the ex- 
penditure side of the budget, such as 
further reductions in subsidies and the en- 
couragement of greater self-financing by 
public enterprises so that scarce funds will 
go where they are most needed, 
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Uil: the cushion has gone. 


As the Indonesian economy grew and 
people had more money to save, the bank- 
ing system became a reasonably effective 
mobiliser of funds. But the feeling was 
that it could do more. Bank Indonesia, the 
central bank, has made funds too easily 
available to the predominant state com- 
mercial banks and if such a policy were 
modified, the state banks might have to 
try harder to attract deposits, it is felt. On 
the lending side, the many regulations — 
including detailed lending limits — placed 
on banks have led to, among other things, 
vital funds being invested overseas by the 
banking system. Some of these short-term 
funds find their way back to Indonesia, 
but only after benefiting banks in Singa- 
pore or Hongkong. 


Ithough there are reasons behind the 
regulations;many jobservers|feel some 
liberalisation would help improve the allo- 
cation of bank lending. (There is also con- 
siderable capital flight into longer-term 
offshore assets caused mainly by wealthy 
individuals moving funds away from the 
uncertain economic environment, specifi- 
cally through fear of devaluation or ex- 
change controls. The magnitude of this 
capital flight is impossible to estimate but 
so far the government has taken the posi- 
tion that it is not a major problem — yet. 
The flight is worrying, however, not only 
because it represents a leakage of precious 
domestic resources but also because it is a 
leakage from just that part of the private 
sector which should become one of the en- 
gines of post-oil growth.) 
The capital market in Indonesia is still 





very young and is seen by the public more 
as an institution to redistribute the fruits 
of economic deve nt than as a mo- | 
biliser of long-term funds. The authorities — . 
want to give inexperienced investors | 
stable share prices and. dividend yields 
comparable to what they would earn on 
fixed deposits, which makes going public a 
relatively expensive exercise. Companies — — 
seek listings nevertheless — because they 4 
have to, for example, in order to obtain 
permission to expand. d 
The launching of the bond market is | 
also fraught with difficulties, though itis | 
essential at a time when the governmentis — — 
trying to reduce public enterprises' depen- 
dence on budget financing. For the time — 
being, the authorities are concentrating - } 
on increasing the number of listed com- 
panies and starting up the fixed-interest 3 
market. In the longer term, a greater pub- 1 
lic acceptance of risk — of capital losses aS |. 
well as gains — will be needed if the capi- | 
tal market is to take off. S 
Helped by the recent oil-price boom, — - 
the government has been carrying out am- ~ 
bitious investment programmes so far in 
its third five-year plan (1979-80 to 1983- — 
84) and has started detailed work on the _ 
following five-year plan. The emphasis of 
the fourth plan is not yet clear but the re- — 
cent World Bank study on Indonesia, _ 
which may serve to prompt government _ 
planners, calls for continued rapid invest- — - 
ment in the public sector (particularly by — 
state enterprises as against the central - 
government per se) until the mid-1980s, _ 
after which the pace of public-sector in- ~ 
vestment will fall below that of the private _ 
sector. Р 
According to this study, government in- - 
vestment will continue to focus on infra- _ 
structure (transport and irrigation) and on - 
welfare (education, health, housing and 
water supply). These will be required to _ 
lay the foundations for sustained long- — — 
term growth. The accelerated state-enter- — 
prise investment needs stem from planned | 
expansion in tree-crop development out- _ 
lays in Java, greater power-generation — 
and transmission outlays and a number of _ 
large, capital-intensive projects in the in- — 
dustrial sector. The World Bank seems to _ 
work with the common assumption that ~ 
the private sector cannot become а more - 
important factor in the very near future — _ 
though this would be a welcome develop- 
ment at present — partly because of itsin- .— — 
herent weaknesses and partly too because 
of the nature of the investments required» — — 
There is general agreement that the ~ 2 
non-oil sector in Indonesia has been taxed — — 
well below its potential and the govern- — — 
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(— ment intends to rectify this. How far it wil 
go is still uncertain, The recent World 
Bank study of non-oil taxes as a percent- 
age of non-oil gross domestic product in 
various developing countries showed In- 
donesia had one of the lowest figures — 
8.675. Only Nigeria, which depends on oil 
for government revenue eyen more than 
does Indonesia, had a lower rate at 6.9%. 
Some oil-exporting countries, notably 
Algeria with 26.2% had figures as high as 
or even higher than many oil-importing 
countries. The same study pointed out 

_ that Indonesia's, overall tax buoyancy 

(that is, the ratio between the growth in 

- tax collected and growth in GDP) had de- 

- clined slightly in recent years. 

— Already, in the budget for fiscal 1982 
| announced in January, the government 

- anticipated a slowdown in the growth rate 

— Of oil-tax collection to only 6.4% and call- 

— ed for drastic increases in other taxes: 

— 47.3% for corporation tax and 50.5% for 

sales tax. for example. Oil-tax revenue 

- still accounted for 66.3% of domestic re- 

_ venue and 58.4% of the total budget 

_ (domestic revenue plus foreign aid), but 

the need to increase the tax effort in non- 

oil areas was clearly underlined in the 
` budget. 

___ The two-year specialist study has taken 

| "inputs from local experts and, on a part- 

time basis, from leading international au- 








Structure and administration, historical 
- background and necessary training pro- 
— grammes. But the main aim is to seek ways 
- to raise revenue and make the system 
_ more efficient. 

— The feeling among observers is that the 
- unwieldy structure of personal income tax 
will need simplification and a widening of 
- the tax base is particularly necessary in 
— this area. Corporation tax and withhold- 
- ing tax on interest, dividends and royalties 
- Offer possibilities for increased revenue 
— but these are areas wherein assessment re- 
— quires expertise, which the system now 
lacks. 
In the absence of effective monitoring 
'and collection, too quick a simplification 
_ of the administration of corporation tax 
_ (such as the elimination of various tax pre- 
_ payments which are linked to sales and 
| purchases) may result in reduced govern- 
— ment revenue. The problem with the sys- 
_ tem of corporation tax has been that just 
| about everything was negotiable — 
| though the promotion of audited account- 
. ing is introducing a positive element into 
_ the system. The difficulty of rapidly rais- 
_ ing revenue from direct taxes may lead to 
| continued heavy dependence on indirect 
(sales and excise) taxes. This may go 
against the objective of attaining equity, 
as well as increased revenue through the 
tax system. But a recent internal study by 
the Finance Ministry showed overall tax 
incidence in the country to be more or less 
куол, rather than regressive as 
ad been expected, which suggests there 
may be more leeway for further resort to 
indirect taxes, which may on the whole 
prove regressive. 
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Irrigation: a foundation for growth. 





Observers are agreed that the acid test 
of the government's seriousness will be 
made in the area of taxes on fixed assets: 
land. property and plant and equipment. 
Urban property taxes are described as 
ridiculously low and are not collected 
rigorously. But any significant change in 
this would strike right at the upper levels 
of the civil service which have become 
major owners of such assets. One strategy 
would be to use the tax system to make 
property speculation unattractive while 
making investments in productive assets 
— particularly through the capital market 
— more attractive. This would require 
coordination between tax policy and capi- 
tal-market policy, for which the 
mechanisms are not yet established. 

However, the government has recently 
started introducing a uniform registration 
system for all personal income-tax payers. 
And in the area of corporate tax, the At- 
torney-General's office has publicly — 
and severely — punished two Japanese 
joint ventures for tax fraud, clearly in- 
tending these to serve as an object lesson 
for other companies which are evading 
tax. The government has also started a 
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process of urban property revaluation 
which will gradually cover the whole coun- 
try. 


learly a great deal of political will is ne- 

cessary to carry through the tax reforms 
— they will otherwise be merely cosmetic. 
But equally they must be realistic. Exces- 
sive zeal in collection could lead to in- 
creased incentives for evasion or damage 
the companies which are expected to gen- 
erate economic growth. For example, it is 
argued that there are only about 60,000 
companies in Indonesia and probably only 
about half of these are profitable — at 
least on the basis of published accounts — 
and thus able to pay tax. Against such a 
background, there are question marks 
over whether increased corporation tax 
collection could offset the shortfall in the 
oil tax. 

On the whole, the banking system has 
proved an effective instrument of the gov- 
érnment's financial-policy objectives: in- 
flation control and economic develop- 
ment, with particular emphasis on the 
promotion of pribumi (indigenous) busi- 
ness. But critics argue that the financial 
authorities' stress on direct controls, nota- 
bly credit ceilings. has tended to result in 
leakage of funds overseas. By shifting to 
more indirect controls, they argue, the ef- 
ficiency of the banking system as mobiliser 
and distributor of funds can be increased. 

To identify the players in the banking 
system: first, there are the five state banks 
which dominate with nearly 700 branches 
throughout the country and 7896 of depo- 
sits and loans. The state banks are ex- 
pected to play a major development role 
and their loans are directed to priority sec- 
tors determined by the government. The 
second and third groups of banks, the pri- 
vate national banks and the foreign banks, 
account for 11% and 7%, respectively. 
These two groups lend mostly to the 
foreign-investment companies and the 
non-pribumi (that is, Chinese) com- 
panies, which are generally considered to 
be the stronger sectors of private industry. 
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of state bank funds — that the central 
bank allocates funds to priority sectors. - 
About 35% of their resources are from de- 
mand and 1595 from time deposits. Be- 
cause time deposits аге а more expensive 
—- despite the subsidies — form of funding 
than the rediscount window, the state 
_ banks are not motivated to make greater 
use.of them. 
. +The private national Баке rediscount 
` access is restricted while the foreign banks 
have none at all Consequently; both de- 
pend heavily on deposits: Rupiah demand 
and time deposits account for 62% and 
46.3% respectively of their resources. 
Unlike the state banks, they are free to set- 
their own deposit rates. 

But despite the high rates they offer the 
shortage of-rupiah funds has been. aseri- 
ous constraint on their: growth. The 
foreign banks are additionally constrained 
by their limited number. of branches (a 
maximum of two offices within Jakarta 
city limits) and by the prohibition on state 
enterprises’: depositing with. them. How- 
ever, they do» have easier access. to 

` offshore funds. - 

Despite obstacles, the national private 
banks have made great strides, last year 
increasing deposits by 65%. Bank In- 
donesia is happy with this and wants the 
group to play a more important role. For 

- example;. it is encouraging them to 
чеп their branch networks. 
15 Twoinstruments regulate the allocation 
о funds: The first is Bank Indonesia’s re- 
' "discount; window; which dictates where 
` funds made available to commercial banks 
should go. The second is credit ceilings. 
For the state banks these are determined 
for every industrial: sector while for the 
other two groups overall ceilings are 
applied.’ Limiting competition among 
banks, ensuring the flow of funds to de- 
sired sectors and controlling credit growth 
(and thus inflation) are the purported ob- 
jectives of the credit ceilings. But critics 
point out that on have caused a flight of 






















aced with sectoral credi 
ceilings which аге often not reached be 
cause the government's priority sectors 
tend to suffer from low fund-absorption 
capacity and high risk. The state banks 
cannot extend investment credits to non- 
pribumi companies, nor can they extend 
even working capital to foreign-invest- 
ment companies (which by definition must 
bring their own investment capital from 
abroad). 
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estrictions on the state banks extend 
to the placement of funds on the inter- 
bank market, too, Flush with excess cash, 
the state banks have deposited surplus 
funds offshore. As at March 1981, 50.8% 
of the state banks’ total assets was made 
up of loans and аѕ much as 27.5% or Rps 
2.28 trillion was deposited abroad. These 
offshore funds come back to Indonesia in 
the form of. offshore loans. primarily to 
non-pribumi and foreign companies. The 
state banks” exeess funds are thus recy- 
cled, but carrying a higher cost and a 
foreign-exchange risk for the borrowers. 
No.fundamental reforms are likely in- 
the short term, but there are strong indica- 
tions that Bank Indonesia is reducing the. 
rediscount facility provided to the state: 
banks. which will presumably force them: 
to depend more on deposits, and/or re- 
duce their offshore assets. It is too early to 
tell whether Bank Indonesia will maintain 
such a policy over time. 
For DU longer! term, the dinamies of 
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of the policy options - 


By Susumu Awanohara and Manggi Habir 


Jakarta: Other developing countries may ү cised, Jakarta has attempted to boo 
envy Indonesia its oil. But a look at the In- | oil and -gas exports and, in order 
donesian economy shows that an oil-ex- | lease more budgetary funds for deve 
porting country, heavily dependent on the | ment, has cut subsidies. The gov 
vital resource. for its foreign-exchange. | has also increased the pace of it bx 
earnings апа budget revenue, can suffer | ing on the international money m 
serious headaches. Indonesia's general | drawing down at the same time 
export slump — a result of the world re- | foreign-exchange reserves. So far 
cession — has: now reached the oil'sector; | avoided more drastic measures such 
accelerating the deterioration of the coun--] port controls, which would | 
try's balance-of-payments position. implement.and might slow down 
Given the government's priorities, such. | mic growth; or an abrupt and su 
as continued. high economic growth and.| devaluation of the rupiah, whic 
low inflation, policy options available to it | among other things. fuel; inf 
have been limited — and have been exer- | though the Jn has been sl 
against the 
. since. late “last 
^ (REVIEW Aug 
Expert opini 
within and outside 
government, 
there is no reason t 
pect Jakarta:to cl 
tack until late this y 
"when the next 
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some months, after which the policy plan- 
ners will review the world economic situa- 
tion to decide whether additional mea- 
sures are necessary. Some observers take 
a dim view of this approach, arguing that 
` the government should move sooner and 
more decisively; but government officials 
tend, to be optimistic that Indonesia can 
overcome current difficulties without 
shock treatments. There is agreement that 
Jakarta must now tackle fundamental 
economic reforms which. were recom- 
mended some years ago but went un- 
heeded in the course of the most recent 
oil-price boom. 

A comprehensive economic report, 
Which served as President Suharto's Inde- 
pendence Day address in August, and the 
latest Bank Indonesia (central bank) fig- 
ures together provide a detailed picture of 
how the worldwide recession has been 
slowing down the Indonesian economy. 
The economic report recorded real gross 
domestic product growth of 7.695 for 
1981, 0.6 percentage points lower than the 
provisional estimate made earlier this year 
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Timber: exports hit by restrictions: 
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and compared with the 9.9% growth rate 
in 1980. Inflation was down from 15.9% in 
1980 to 9.8% in 1981, the report said. The 
decline in overseas demand for Indone- 
sian products, causing exports to increase 
by only 6.6% to US$23.22 billion during 
fiscal 1981 (ended March 1982) against 
the 24.5% rise in fiscal 1980, was 
blamed for this slowdown in GDP growth. 
Imports, on the other hand, grew by 
35.2% to US$20 billion in 1981-82, against 
35% in fiscal 1980. With the deficit in ser- 
vices growing 15.5% to US$5.62 billion; 
the current account showed a deficit of 
US$2.4 billion in fiscal 1981, after a 
surplus of about the same size for the two 
previous years. 

Latest figures suggest that exports have 
been stagnating further and that, while 
imports have also begun to fall, the cur- 
rent-account deficit could exceed the 
US$4.58 billion projected in the budget 
for fiscal 1982: announced in January. 
January-June figures, which may still be 
incomplete, indicate that exports and im- 
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ports declined 25.7% and 30.9% respec- 
tively, compared to the first half of 1981. 
Oil exports, accounting for roughly 70% 
of both overall exports and budget re- 
venues, declined about 30% to US$5.3 
billion in the first six months. This decline 
was marginally compensated for by an 8% 
increase in liquefied natural gas exports, 
which reached US$1.3 billion. With an oil- 
production cut of nearly 20%, which 
Jakarta adopted as part of Opec's attempt 
to maintain prices, and continued down- 
ward pressure on prices which has pre- 
vailed nonetheless, Jakarta cannot hope 
for an early upturn in oil-export revenues. 

Non-oil and -gas exports, which had al- 
ready declined 28.2% in 1981, dropped 
another 37.3% in the first half of 1982, de- 
spite an all-out attempt by the government 
to boost these exports. The biggest non-oil 
and -gas items — such as timber, rubber 
and coffee — all recorded export declines 
of more than 50% during January-June. 
But the reductions were not entirely 
caused by the worldwide recession. 
Aggregate timber exports were down 





largely because of government restrictions 
on log exports, which, on the positive side, 
raised the proportion of processed timber 
exports; similarly sales of shrimp, a fairly 
significant item, were down because of re- 
strictions on trawling. Despite the overall 
export slump, Jakarta does not seem pre- 
pared to reverse these export-inhibiting 
policies even temporarily. Exports of 
other items such as rubber and palm oil 
declined, in part because of strong domes- 
tic demand before the recession began to 
bite. 


5 recent sharp reduction in imports 
was caused mainly by slowed pur- 
chases of industrial raw materials and 
food. The textiles, consumer-products, 
Car and electronics industries are now feel- 
ing the effects of domestic recession and 
are cutting down their imports; on the 
brighter side the cut, by a half, in total 
food purchases during January-June owed 
much to à substantial decline in rice im- 
ports because of a good domestic harvest 


— 22.3 million tons, up 8.3%. Generally, 
the decline in imports of capital goods was 
relatively insignificant, reflecting the gov- 
ernment's desire to minimise any slow- 
down in development projects. 

Jakarta has taken strong action to 
counter the increasingly difficult trading 
environment. In January, a comprehen- 
sive package of policies to boost non-oil 
and -gas exports, involving several gov- 
ernment departments, came into effect. 
The:package included export financing at 
subsidised interest rates, a reduction in 
port charges for exporters, simplification 
of customs procedures, diversification of 
trade-financing methods and the much- 
debated counter-purchase policy, requir- 
ing foreign suppliers to the Indonesian 
Government to export Indonesian goods 
equivalent in value to materials they bring 
into the country. Some of these moves 
were seen to be consistent with the long- 
term reforms necessary to raise the inter- 
national competitiveness of Indonesia's 
exports but the counter-purchase pro- 
gramme came under fire as a negative, re- 
strictive move, However, afteraslow start, 
deals backed by foreigners’ counter-pur- 
chase commitments are finally coming 
through (REVIEW, Aug. 27). It is difficult 
to isolate the overall effects of the export- 
promotion package but non-oil and -gas 
exports have continued to shrink. 

Another bold move came in early 
January when domestic oil prices were 
raised some 60%. Oil has been heavily 
subsidised and policy planners wanted to 
gradually remove this support; thus the 
government's move — shortly before the 
May general election — surprised many. 
With the oil-price increases, the subsidy 
was expected to drop from Rps 1.51 tril- 
lion (US$2.26 billion) in fiscal 1981 to Rps 
924 billion in fiseal 1982, according to 
budget estimates. Aside from releasing 
nearly -Rps 600 billion for more im- 
mediately productive purposes, the sub- 
sidy cut was expected to slow domestic oil 
consumption in favour of exports. Food 
subsidies, too, were cut from Rps 300 bil- 
lion to Rps 188 billion. The budget also 
implied stepped-up tax efforts, but clearly 
subsidy cuts are an easier way for the gov- 
ernment to raise development funds 
quickly. Furthermore, the latest subsidy 
cuts did not significantly exacerbate infla- 
tion. As long as subsidies remain, their re- 
duction remains an effective policy op- 
tion. 

Another well-used source of relief is 
foreign commercial borrowing. Indonesia 
was not active in the international money 
and capital markets during the oil-price 
boom of the late 1970s but since late 1981 
it has stepped up borrowings, receiving 
favourable rates. It raised US$300 million 
twice, in November 1981 and April this 
year, at a thin 0.375 percentage-point 
spread over the London interbank offered 
rate (Libor). Also in April, Jakarta issued 
US$200 million in floating-rate notes at 
0.25 points above Libor. Two yen syndica- 
tions (Y 13 billion [US$49.3 million] and 
¥ 10 billion) have been taken recently and 
Jakarta plans a second public offering of 


so-called samurai bonds, totalling Y 10 bil- 
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million before the end of this year, despite 

its reputation for monetary conservatism. 

Many offers were made to Indonesian of- 

бота! attending the annual meeting of the 

‚ World Bank and the International Mone- 

| tary Fund in Toronto earlier this month 

Н and the officials may have decided it is 

—— prudent to move while the country still has 

lárge external reserves and the resulting 
ability to borrow at low rates. 


Š S experts argue that in view of fi- 
nancial difficulties faced by large 
_ sovereign borrowers (notably in Eastern 
"Europe and Latin America). bankers are 
getting jittery and may want higher 
spreads from Indonesia. Others disagree: 
` while some of the smaller banks (particu- 
__ larly provincial banks in the United 
— States) are pulling out of the market, good 
___ borrowers are disappearing even more 
-— rapidly so that an oversupply of funds re- 
- mains and banks are eager to lend to such 
`_ countries as Malaysia, Indonesia and 
ws - Thailand, it is argued. Aside from money- 
| market borrowings, it is in Jakarta's in- 
L— terest to maximise fund-raising in the form 
Б: of buyers’ and suppliers’ credits — which, 
— а$ far as the private sector is concerned, 
- arè not included in the debt-service ratio 
___ > er lease financing. With the sharp drop 
(іп exports, the debt-service ratio is 
^ "thought to be rising significantly. 
—  « To finance the deficit in the overall bal- 
| "ance of payments — net capital inflowsare 
— insufficient to offset the current-account 
7 rtfall — the government has been 
~ drawing down on official foreign-ex- 
— Change reserves which, central bank fig- 
| ures show, fell from US$6.1 billion in De- 
` cember 1981 to US$4.9 billion in July. 
» While this is potentially worrying, the gov- 
—-ermment is believed to have additional 
— large net assets with the central bank 
| which could be mobilised as dollars or 
-— rupiahs. State enterprises and state banks 
~ t60 have US dollar assets, some of which 
© could presumably be mobilised by the 


















7 government if things turned much worse. 
— One guess is that the authorities still have 
at their disposal some US$10 billion in 
foreign exchange; a more pessimistic esti- 
^ mate is that the entire Indonesian econ- 
ES omy, including the private sector, has only 
- about that much in reserves. 
My The government has consistently stress- 
T Jed that devaluation is unnecessary and in 


[^ » 
7. his Independence Day address, Suharto 


" » made a commitment not to devalue, which 
Observers say will remain in force at least 
- until the next budget or even the March 
^. presidential election. Others have argued 
_ that while devaluation was among options 
` — tobe considered, it would not be effective. 
... On one hand, they contend, it would hurt 
_ many businesses and exacerbate inflation; 
on the other, it would not achieve the ob- 
jective of raising Indonesia’s exports, 
which are largely of primary products. 
Nonetheless, rumours of impending de- 
valuation (or of exchange control) have 
circulated from time to time, causing capi- 

tal flight. 
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likely to take another 
US dollar syndication of up to US$500 









said it 


came noticeable late last year and market 
observers are beginning to feel the mone- 
tary authorities may have à target level to- 
wards which they are moving. The rupiah 
has slid from US$1 to Rps 634 in early De- 
cember 1981 to about Rps 665 early this 
month — down some 7% on an annualised 
basis. 

Where the rupiah will eventually settle 
against the US dollar appears to be any- 
body's guess, but currency uncertainty has 
become a factor inhibiting businessmen. 
Because of a shortage of rupiah funds 
there is a heavy dependence on US. dol- 





A slow but steady 





О 1 4 ў s to hedge ex- 
change risks. The result is an economically 
and socially undesirable slowdown in busi- 
ness generally and particularly in invest- 
ment. 

Prospects for an early improvement in 
world economic conditions are dim and it 
is likely that Jakarta will continue to use a 
mix of the measures in force so far to cope 
with its difficulties. It remains to be seen 
whether worldwide economic recovery 
will reach Indonesia before more drastic 
action becomes necessary. At any rate, 
the current difficulties have accelerated 
efforts to make Indonesia’s a more diver- 
sified and financially self-sufficient econ- 
оту. 


Sticks and carrots built up 
the market, but what now? 


Jakarta: The fledgling Jakarta stock- 
market has been charged with the task 
of allowing small individual invetsors 
to partake in the fruits of economic deve- 
lopment, with minimal risk of loss. This 
has been pushed in Jakarta to the point 
where it has affected the market's role as a 
mobiliser of funds for industry. 

For example, dividend income has been 
made tax-free to encourage investment in 
shares and — as in the case of bank depo- 
sits — the tax authorities will not question 
sources of investment funds. But tax 
exemption on dividends applies only to 
share investments worth less than Rps 10 
million (US$14,925) — a regulation aimed 
against overly large shareholdings in a 
narrow market, capitalised at less than 
Rps 100 billion. The problem is that there 
is no such ceiling on tax exemption for in- 
terest income. The tax system thus works 
against share investment by institutional 
investors and wealthy individuals. 

The small-denomination mutual-fund 

certificates issued by the national invest- 
ment trust, Danareksa, whose ownership 
is limited to Rps 1 million per investor, 
have been fairly popular, absorbing funds 
of more than Rps 30 billion by August. 
While this is consistent with the govern- 
ment’s aim for the longer term, an impor- 
tant role needs to be carved out for big in- 
vestors to stimulate the market's develop- 
ment. 
* A more serious problem is that, with the 
protective authorities discouraging sharp 
price movements and recommending di- 
vidend yields comparable to bank-deposit 
rates, investor interest is focused almost 
entirely on dividend income to the exclu- 
sion of capital gains. This makes the capi- 
tal market an expensive source of funds 
for companies going public. At the mo- 
ment, rupiah bank-deposit rates stand at 
16-17% a year, whjch is basically what a 
listed company is expected to offer in yield 
to shareholders, while offshore: US dollar 
funds are available at only 12-13%. The 
cost of covering the exchange risk is rather 
high, however, particularly with the cur- 
rent weakness of the rupiah. 


Under more stable exchange-rate con- 
ditions, bank clients could obtain forward 
cover at 4-5% but now demand has 
pushed rates as high as 10%, However, in- 
terest expenses are tax deductible (mak- 
ing the effective offshore borrowing rate 
lower than the nominal rate); and consid- 
ering that going public involves other 
front-end fees, few companies are likely to 
be attracted to the local capital market by 
the cost of funds. 

Furthermore, investor interest in di- 


Jakarta stock exchange: plan needed. A0 nons 





vidend yield results in very high payout 
ratios. Listed companies are expected to 
distribute most of their profits as di- 
vidends, so that their ability to finance ex- 
pansion from retained earnings is limited. 
Recently, with profits in decline, some 
companies have been forced to draw on 
previous years' earnings, or reserves, to 
meet dividends. 

As one way out of this problem, the 
latest (and 13th) company to go public, 
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shareholders (REVIEW, June 18). s 
allows Bayer Indonesia to satisfy local ex- 
pectations and, at the sa 
back some earnings as productive invest- 
ment — at the expense of Bayer of West 
Germany, Md most of the shares 
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- far oak е е УМН hás perienced this 
problem, but it may recur. ` 





Comes have been site big tax in- 
centives to. go public: First there is tax 
relief on.corporate income which increases ` 
‘according to the proportion of shares of- 
fered to the public. Secondly, there is re- 
lief on revaluation of fixed assets, which 
can be revalued to market value without 
tax having to be paid on the resulting 
surplus; However; this. relief has been 
tightened up so that buildings; equipment, 
vehicles ‘and land rights can be revalued 
only through a pre-determined table of 
standard multipliers. This has apparently 
made going public a much less attractive 
proposition for many companies, as in 
most cases the use of the new method will 
: uce smaller increments in fixed-asset | 
value. >. 

‘For the time being, the authorities are 
concentrating efforts on increasing the 
“number of listed firms. Companies — and 

. particularly foreign-investment - com- 
г panies — seeking capacity expansion can 
‘be prodded to offer part of their shares to 
the public. This is how most of the 13 listed 
companies (12 of which are foreign) went 
to the market. Secondly, the foreign com- 
panies are required by law to dilute their 
| апа many ate expected to go to 
1 market rather than seek local 










consider oing. public to ‘obtain bwin 
terest credit, though details of this incen- 
tive are still being worked out. Local com- 
panies ‘controlled. by non-indigenous 
‘peoples may also go public in an attempt 
to qualify for benefits which are restricted 
to pribumi companies (those owned by in- 
been Indonesians). 

. The authorities say they would like to 
ее two more listings by the end of this 
year and a further two by March 1983. By 
the end of. the « current Pipe id ike in 













Another avenue for the capital markets 
is bonds. One domestic bond issue is plan- 
ned before the end of this year, another 
before March 1983 and a total of four is- 
sues before March 1984. Some observers 
have remarked that since the share market 
behaves like a bond market, the au- 
thorities might as well have started with 
fixed-interest issues. But there were bad 
memories of the old bond market which 
collapsed from hyper-inflation in the last 
days of Sukarno's old order. 

There was also reluctance on the part of 
possible issuers among state enterprises to 
submit themselves to the required finan- 
cial discipline, particularly when cheaper 
funds were available from the government 
or state banks. Now the government 
seems eager to start the bond market to 
make public’enterprises financially more 
independent. 

The first two issues — one by a state- 


| owned highway corporation and another 
Бу a national development bank — are 


being prepared even while the tech- 
nicalities of the market are being finalised 
by the authorities. Bank Indonesia has re- 
jected requests to consider bonds as part 
of secondary (less liquid) reserves and to 
exempt. them from credit ceilings, “but 
agreed to provide a rediscounting facility 
for bonds owned by financial institutions. 
It is also likely "that ‘over-the-counter 
trading, of bonds, which is restricted by 
existing regulations, will be allowed. The 


feeling is that though bonds willappear on ^ 


the scene later than shares, they are easier 
than shares for the Indonesian public. to 
understand and that if the right entities is- 
sued them in quantity a secondary market 


` might develop relatively quickly. 
: The crucial difficulty with rupiah bond. 
issues is that the rüpiah is weak and there 


іѕ по exchange control. Critics argue that 
rupiah bonds will have to be forced on in- 
vestors and once sufficient quantities of 
bonds are outstanding, they may come to 


constrain the government's foreign-ex- 


change policy: for example, the govern- 
ment might hesitate to devalue even if it 
felt devaluation was necessary for fear of 
causing losses to holders of rupiah bonds 
who might then wish to buy US dollar as- 
sets. Others point.to the imperfections of 


the market, where many institutions with : 


rupiah surpluses (such as insurance com- 
panies and pension funds) can only invest 
domestically. A bond market would pro- 
vide a new Outlet for these entities. 
Indonesia's financial authorities are 
now emphasising the need to mobilise 
domestic resources and apply them effi- 
ciently. But it is not clear whether they are 
going about the task in a systematic way, 
and which instruments should be utilised 
to accomplish which part of the task. If a 
comprehensive plan has yet to be worked 
out in detail, then perhaps the current 
economic difficulties — forcing the gov- 
ernment to proceed promptly — will turn 
out to be a blessing in disguise. — SUSUMU 
AWANOHARA an 
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— By Robert Delfs 

.. Hongkong: China will attend the ministe- 

rial session of the Geneva-based General 

Agreement on Tariffs and Trade (Gatt) in 

5 November as ап observer. This will be the 

` first step towards eventual membership іп 
_ the 87-member international treaty which 


. member countries and assists with trade 
disputes. Interest in Gatt operations on 
| China's part has increased, a Gatt spokes- 
- man in Geneva told the REVIEW, though 
ina has not yet formally ini- 
“tiated membership-application proce- 
^ dures. China would be the seventh 
- socialist country to join Gatt. Yugoslavia, 
Cuba, Poland, Romania, Hungary and 
-. Czechoslovakia are now full members. 
_ The Soviet Union, East Germany and 
_ Bulgaria are not; nor are any Asian 
E. socialist countries. 
_ Tt had been anticipated that China 
— would eventually move towards joining 
. ever since Peking became a member of the 
World Bank and the International Mone- 
. tary Fund (IMF) i in 1980. However, Gatt's 
conditions are in some respects more re- 
Strictive and demanding than those of the 
IMF. For China to become a member will 
represent a long-term commitment to a 
сену higher level of integration in 
world-trade system. 
The advantage of participation in Gatt 
-for China is that it would ensure favoura- 
- ble access to export markets in member 
countries and protection against dis- 
- eriminatory trade practices. The treaty 
d binds members to extend most-favoured- 
k: - nation treatment to other members except 
where regional trading arrangements 
— (such as those of the European Economic 
З mmunity) prevail. Members are prohi- 
ited from protecting domestic industries 
through any means except customs tariffs. 
Quantitative restrictions on imports are 
barred except for countries with balance- 
-payments difficulties and, in certain 
cases, developing countries. 
i China intends to quadruple its total 
— foreign trade by the year 2000 to US$160 
— — billion, Minister of Foreign Economic Re- 
lations and Trade Chen Muhua said in an 
article in the People's Daily on September 
20. This would imply an average annual 
increase in two-way trade of slightly more 
| than 8% for the next 18 years — a feasible 
- . target given the average 30% annual in- 
| . Crease over the past four years. 
The price China would have to pay for 
- the benefits of Gatt membership would be 
- liberalisation of its own import policies 
— nd trade procedures. This would mean 
bringing tariffs into line with agreements 
s reached during the Tokyo Round of Gatt 
talks (1973-79) which began to be im- 
b plemented in 1980. These agreements also 


m. 
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Flirting v with freer trade - 


China looks towards membership of Gatt but 


restrict members' use of subsidies and 
countervailing duties if such practices im- 
pede internatipnal trade or harm the in- 
terests of another signatory. However, 
certain loopholes and exceptions are av- 
ailable to ease the adjustment process. 
Concessions to developing countries built 
into the basic agreement were reinforced 
in the course of the Tokyo Round, and 
certain requirements which conflict with 
domestic statutes in force prior to joining 
Gatt may be nullified. A new member es- 
sentially negotiates with the organisation 
how and when it will bring its trade prac- 
tices into compliance with Gatt rules. But 
changes would have to be made. 


hina subsidises its exports through what 
is known as the internal-settlement 
rate for foreign-exchange transactions. 
When a Chinese enterprise sells goods 
abroad, its bank account is credited with 


hen: trade to meh 





an amount of renminbi currency calcu- 
lated at the internal-settlement rate of 
US$1 to Rmb 2.8 rather than the official 
exchange rate, currently USSI to Rmb 
1.947. The loss incurred by the Bank of 
China is offset by corresponding import 
transactions, though ultimately there will 
be a net loss or gain depending on whether 
there is a net surplus or deficit on foreign 
trade and other transactions mediated by 
the internal-settlement system. 

This is arguably a dual exchange rate, 
which is prohibited by the IMF. Chinese 
officials contend that it is not, and anyway 
under the IMF transitional arrangements 
a new member is not required to comply 
with all IMF regulations immediately. But 
Chinese officials do admit that the system 
subsidises exports, which is an implicit ad- 
mission that it penalises imports as well 









of Gatt rules in that it is a non-tariff pro- 
tective measure, and would be grounds for 
complaints by competing domestic indus- 
tries in China’s export markets. 

Under Gatt rules, “dumped goods” are 
defined as imports sold at prices below 
those charged by the producer in domestic 
markets, or below production costs. Even 
if the systematic price distortions resulting 
from the internal-settlement price system 
were eliminated, dumping raises some 
new questions in China’s case, where most 
prices are either set by the state or allowed 
to float only within a specified range. 

Aside from Gatt, China’s entry into the 
world trade system implies certain trade- 
offs, including reduced flexibility in 
domestic economic policy. Until now, 
China could maintain an artificially high 
domestic price for a given commodity in 
order to depress demand or to subsidise 
producers, but if that same commodity is 
exported at competitive world prices 
China may be vulnerable to dumping 
charges and subject to countervailing 
duties. Dumping charges against Chinese 
cotton-polyester cloth imports in the Unit- 
ed States are now under investigation by 
the US Department of Commerce, follow- 
ing a recent ruling by the US International 
Trade Commission that the imports may 
be injuring US textile manufacturers. 

In this context, Gatt membership could 
be advantageous to China because it of- 
fers a mechanism for settling trade dis- 
putes which is more likely to be neutral 
than a US court of law. But despite recent 
agreements among major trading nations 
to rely more on Gatt for settling disputes, 
this is not mandatory. Various countries 
prefer bilateral talks where they can back 
arguments with threats of unilateral action. 

China's approach to Gatt ‘comes at a 
time when protectionism threatens the 
free-trade assumptions underlying the in- 
stitution since its founding in 1947. The 
1944 Bretton Woods international mone- 
tary system of fixed exchange rates based 
on a gold-convertible dollar proved too 
rigid to accommodate pressures against 
major trading currencies, and was aban- 
doned. Gatt is flexible if only because it is 
toothless; it has no enforcement powers 
and can only approve retaliatory action by 
an injured signatory. But as contradictory 
pressures mount — from primary-com- 
modity producers and nascent industries 
in developing countries on one hand and 
declining industries in the developed 
countries on the other — the potential 
value of an international trading organisa- 
tion that seeks to achieve less, but is em- 
powered to accomplish more, is becoming 
ever more apparent. 

The ultimate incentive for China to join 
Gatt is that a practicable new world trad- 
ing order is more likely to emerge from 
that forum than from a North-South 
dialogue now strangled by polarisation, 
To protect its own interests, as well as to 
further its position as a leader of the less- 
developed world, China has every reason 
to want to take part in rewriting the rules 
of international trade. 
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But Barclays Bank's international service 31,1981) Barclays is second to none when it 
»egins in your own country. Close at hand, comes to arranging export finance and noted 
you'll find a branch that can give you the for particular expertise in the key areas of 
kind of world-wide picture that only comes foreign local currency finance. 

Tom having people on the ground i in every So whatever your interest in exporting, 
zorner of the earth. R oy J. 7-8 talk to Barclays first. 

And as you'd expect from a | d omes tonne 4| They'll help you come in 
world-wide bank with total P In + ањ n sull from the cold. 





JONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU. 


What if you chose Hewlett-P: 


“At China Engineering 
Consultants, Inc., our HP computer 
system reduced engineering time 
by 50% in the design of a major 
highway in Saudi Arabia? 


Mr. Ming Y. Hsieh, Manager of CECI Computer Center, says: 


"China Engineering Consultants, Inc., (CECI), with head- 
quarters in Taipei, was selected by the Saudi Arabia govern- 
ment to design and supervise construction of two highways, 
845 km in length. Time and budget constraints plus a rugged 
terrain dictated use of the most effective design techniques?’ 
"CECI has also put its HP based computer center to work 
for construction drawings, engineering study, project 
analysis and business applications" 

CECI, one of Taiwan's major consulting engineering firms 
with activities in road, harbor, railway, airport, bridge, 
building design and construction supervision, has used HP 
computers both in its head office and Riyadh office. 





*At Harpers Shipping, we selected and 
installed an HP 3000 computer 
system in order to allow us to improve 
operational efficiencies? 


"In this age of containerization; says Soh Fook Seng, 
Manager, Container Services, "actual days of shipping are 
now compressed. It follows that the time allowed to produce 
accurate accompanying documentation must be reduced at 
least in the same proportion? 

Initially, the time and labor required to complete final 
manifests with the HP 3000 was roughly 2%: days as 
compared with 7 days when done manually— a 280% 
improvement. Even greater productivity is anticipated with 
the development of more experience. 

"We are now able to redeploy staff to other operations and 
accommodate our growth without adding new employees. 
Also, with the capability the HP 3000 has brought us, 
internal morale has improved and our customers know that 
we are keeping pace with the demands of modern business— 
theirs and ours. Thus, we feel confident in maintaining our 
position as a leading agency in international shipping: 











` You too could count on results. Asian Sales & Support Offices _ 
Hewlett-Packard makes a wide range of computers, terminals, AUSTRALIA | 
гапа peripherals from desktop models through mini-computers VAE e ee DR 
` Фо powerful multi-terminal data base and distributed systems. ew ett arkara Australia Pty.Ltd 
eus : : : А BLACKBURN, Victoria 3130 
They deliver computing power to fit your changing levels Tel: 89-6351 
. of need. HONG KONG 
HP brings to its computers the same quality of manufacture, Hewlett-Packard Hong Kong, Ltd. 
reliability and support services that customers have come to HONG KONG 


Tel: (5) 832 3211 


INDIA 
Blue Star Ltd. 


expect from HP's electronic, medical and analytical instru- 
ments and systems, and personal calculators. For example: 


In the Far East and Southeast Asia, HP's sales and customer BOMBAY 400 025 
support organizations maintain a full complement of factory- Tel: 46-65-55 
trained personnel and facilities right up front, where they are 
needed. Additionally, via our Far East Headquarters, now INDONESIA ; 
? : 5 А BERCA Indonesia PT. 
established in Hong Kong, each of our offices provide added, JAKARTA 
close-by backup to each other, whenever necessary. Tel: 373009 
| i JAPAN 
Local Partnership Yokogawa-Hewlett-Packard Ltd. 
If you enter into a partnership with HP, a wide variety of P E a TOKYO 168 
resources become immediately available to you such as: Tel: (03) 331-611 
* Pre and post sales applications engineering KOREA . KC 
* Software, maintenance and systems analyst support | Зее Electronics 
* Operations training, on-site.or in our training facilities Tel: 8334311, 8330002 


е Complete documentation 


* Comprehensive bench and on-site service and repairs during MALAYSIA 


Hewlett-Packard Sales (Malaysia) 


warranty period or per post-warranty service contracts Sdn. Bhd. 
* Well-stocked local parts centers KUALA LUMPUR 
| Tel: 483544 
Technological Leadership PHILIPPINES 
"To ensure a steady flow of computer advances focused on ease The Online Advanced Systems 


Corporation 


‘of use, performance and reliability, HP invests 995 — $103 i Metro MANILA 
million out of its U.S. $2.36 billion total worldwide sales last Tel: 85-35-81, 85-34-91, 85-32-21 
year—in company R&D. Examples of such advances include SINGAPORE 
HP's pioneering in SOS, LSI, fiber optics technology, Hewlett-Packard Singapore (Pty.) 
computer networking and the accepted international standard ltd. 
for interfacing computers, peripherals and instruments, the SINGAPORE 0511 
Tel: 631788 
HP Interface Bus. 
TAIWAN 
Proven Management and Financial Strength MMC LT asit d Far East Ltd. 
Finally, HP offers its computer partners the continuity of Tel: (02) 751-0404 
proven management, For forty years, our sales and earnings 
SE THAILAND 
have maintained a healthy balance, and steady growth has UNIMESA Co. Ltd. 
been financed entirely out of earnings— a sound financial basis Bangchak, BANGKOK 
for a working partnership between HP and our customers. Tel: 393-2387, 393-0338 


For more information about HP products contact the offices 
listed here or write to John Chua at Sun Hung Kai Centre, 
5th & 6th Floors, 30 Harbour Road, Wanchai, Hong Kong. 


Kin HEWLETT 


PACKARD 


To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil 
Why? Because he knows Brazil 
better than anybody else 

and knows precisely how 

to orient you in your business 
transactions and investments 
Today, Banco do Brasil offers 
you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
foreign offices located in the 
world's key financial centers 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 


to help businessmen in their 





The right man 
for your business 
dealings in Brazil 

wears this emblem 

in his lapel. 


commercial transactions as 


well as providing financing for 


the importation of Brazilian 
roducts and services 

Through its size and expertise, 

Banco do Brasil stands 

as the main financial agent 

of the Brazilian nation, 

a principal link between 

foreign importers and 

Brazilian exporters 

Last year, Brazilian exports 

totaled 23 - billion U.S. dollars 

and comprised such major 

items as household appliances, 

aircraft, shoes, textiles, 

medical-hospital equipment, 

diverse technologies, and 

countless other products and 

services to markets spanning 

the world 

With a population of 120 - 


million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable member 

of the world economic scene 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
Brazilian businessmen 


fg BANCO DO BRASIL 
Your gateway to business in Brazil. 
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We can tell youa long,richly 
detailed story on the brewing of our beer. 
But, let's stick with the happy end. 
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”Pve put you on Sabena" 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 

nearest Sabena office 

has all the details. 
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| Institute, n 
12000 15 seen as the ultimate executive 
|. tool, a telephone unit combining voice, 
4. vision and electronic data reception over 


r t call us, we'll . + + o 


OLLOWERS of Hongkong electro- 

ock Conic Investment will be in- 

to learn of the latest develop- 

| the company's much-publicised 

on to manufacture a revolutionary 
telephone product for the European 
t. Conic announced tlie manufac- 

turing contract in May-and said the deal 
would more than double company sales. 

Although it could not be confirmed at 
‘>the European end, that did not seem to 

deter eager investors increasingly disil- 
` lusioned with Hongkong’s bombed-out 

property companies. 

. The first industrial company to go 
` public for eight years, Conic's public 
“issue in August last year of HK$70 mil- 

lion (USS11.5 million) in HK$1 shares 

“representing 20%: of its enlarged 
z share capital — was 7.5. times over- 

subscribed, After touching a low of 61 


K cents in October 1981, the stock ral- 


_ lied to a high of HK$2.45 in June and on 


September 20 stood at HK$1.90. The. 


buying surge, in heavy trading — in p 
prompted by rumours of the impend 


8 
contract announcement — prompted a 


probe by the office ofthe Commissio 
or Securities into dealings amid 

alk of a *massaged" shar 
| Shroff's inquiries now rev al t 

| nature of the European deal has 
«Since it was first announced. Th 
scheme was for Conic to m 
Ee the acai 


entrepreneu Cecil Kerhot through. a 
Panamanian- "registered company. 


.. The product in question is called the 


Triemco 2000. Designed by the prestigi- 
` ous California-based Stanford Research 
now known as SRI, Triemco 


'the public telephone network. Other 
boasted goodies include the recording of 
` all calls made, storing of messages and 

access to. commercial ‘video: data-re- 

trieval systems. Kernot has claimed that 

4 million units of the device are commit- 

ted for sale up to 1984 ata price of 
: around US$1,000 apiec 

Despite. the hard sell, however, 
doubts persist. Sceptics ask why no one 
has actually seen the product. No public 
telecommunications authorities have 

confirmed any buying orders. Kernot’s 
cause was. not helped by а recent press 
г conference in London's Barbican Centre 
n a video film, also seen by Shroff, 
to demonstrate the product 


he | posed Гоп 


| not's comment 


comments in the British press seemed to 
go hand in hand with a declining ICT 
share price. Floated at US$10, it rose to 
a high of US$80 but now trades at about 
US$35. In addition, liquidity problems 
aré reportedly forcing Kernot into a 
planned share offer in London later this 
year in the hope of raising £20-30 million 
(US$34-51 million) of manufacturing fi- 
nance. 

Whatever the doubts, Conic still pro- 
fesses a strong belief in the product, 
which its experts have tested in Califor- 
nia. The tombination of Kernot's cash 
shortage and this confidence mean that 
the company is now negotiating for a 
joint-venture agreement covering the 
marketing of Triemco 2000, as opposed 
totheoriginal exclusively manufacturing 
contract. Kernot was in Hongkong in 
earlier this month and it is understood 


| agreement is now close at hand, though 
Fone or two sticking points remain. If it 


goes through, Shroff understands that 
Conic will also push for a stake in ICT (of 
the order of 30%) but only at a discount 
to market price. 
1 is one of the options 

: sid d. Conic is adamant that 

will not take up any shares in the pro- 
ffer. Currently, Kernot 
i 26 while London's Tring 
i licensed dealer in shares and ad- 


quickly. But if it is to do that, it now 
wants a larger piece of the action. The 
company says that if the joint venture is 
agreed now it can start production by 
December and reckons to be producing 
60,000 units a month at full capacity next 
year. 

Whatever the wheeling and dealing 
among the prospective backers of the 
scheme, many questions remain un- 
answered. Above all: who will buy the 
device? The British, Danish and Hong- 
kong authorities have been mentioned 
by Kernot. Yet both British Telecom 
and Hongkong Telephone say they have 
not been approached, while the Danes 
are said to have expressed no interest. 
Adding to the confusion, a principal per- 
manent secretary at Britain's Depart- 
ment of Industry confirmed that talks of 
substance between ICT, the department 
and British Telecom representatives 
have been under way for a year. 

Another seeming ntystery is just how 
exclusive is Conic's manufacturing right. 
Almost completely so, according to the 
company. But this conflicts with Ker- 
the REVIEW's London 





correspondent, Daniel Nelson.. Three 
companies would manufacture. the pri 
duct, including Conic, he said, adding: 
"We don't want to put all our eggs in one 
basket.” By hinting that he has oth 
ternatives available, Kernot may be t 
ing to put pressure on Conic. The 
pany, though, does not seem too 
ried. Certainly, in contrast to Kern 
Conic has an established record i 
tronics. The leading company in th: 
tor in Hongkong, with а workfor 
13,000 and an 80% share of the n 
TV export market, it first entered 
dustry back in 1971. 

e THOUSANDS crammed into 
Hongkong Hilton's ballroom 
tember 20 to celebrate the offi | 
guration of Sun Hung Kai Bank and 
new headquarters building. How 
the surprise of the evening was: 
numbers but the PR kit handed out 
guests. It contained a letter on of 
government notepaper from no 

than Financial Secretary Jol 

ridge, extolling the many merits o 
institution and its founder, Fung 
hey, Once they had got over thei 
prise at this exceptional gesture, | 
with memories could not help but re 
that the last time — late 1977 == 
Hongkong Government took tlie tl 
unprecedented step of publicly e 

Sun Hung Kai — then a finance co 
pany — was to sáve it from a ru 
positórs. A second stroke of o 
favour came early last year. wher 
government eased restrictions on: 
into banking. By chance Sun Hu 
was the one and only local quali 
under the new rules. 

In his letter of patronage, Brem 
congratulated the bank on its. relo 
and on its “prudent policies.” Ho 
dent is it for a new bank to tie up 70% 
its net assets in its head-office b 
This building was acquired last year. 
most generous price. which saved. 
face of Sun King Fung, a propert 
sidiary of Sun Hung Kai Securi 
listed sister company to (and former p 
ent of) the bank — which had D 
landed with it by C: M, Chung ata prev 
ous stage of the pass-the-parcel proper! 


now earnestly wish that generous buye 
could be found for other assets 
Eda Investments, Chung's quoted vehi 
cle. 

Interestingly, even if Sun Hung. K 
Bank's headquarters was valued at cu 
rent market price rather than at cost; 
proportion of its net assets tied t 
property would make it ineligib 
banking licence in Macau, where 2 


“now the limit. 
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South Korea budgets for its first\deficit in spite 
of a brake on spending — partly to pay for tax cuts 


By Reginald Child 
Seoul: With ever the resilient South Ko- 
rean economy caught in the shallows of re- 
cessed international trade, the country's 
Economic Planning Board has put for- 
ward proposals for a fiscal (and calendar) 
1983 budget that include rock-bottom in- 
creases in government spending. The 
plans, to be put before the cabinet and 
subsequently the National Assembly, call 
` for a meagre 9.8% increase in budget ex- 
penditure in the general account, by far 
the main component of the public sector. 
А to Won 10.5 trillion (US$12.96 billion). 
This is one of the lowest increases ever 
planned and contrasts with an increase of 
19.1% last year, and generally of more 
: than 20% in the 1960-81 period. 
E Even allowing for the ímpact in real 
д terms of a much-reduced level of inflation, 
| the figures mark a considerable fiscal 
_ tightening following as they do moves to 
postpone and cut back on some major 
' development projects. In addition, for the 
first time a budget deficit, amounting to 
5.2% of expenditure and to be covered by 
the issue of national bonds, is explicitly in- 
corporated into the proposals. 

Increasing problems in raising tax re- 

| venue lie behind the reduced spending 
targets. With inflation running below ex- 
= . pectations (currently at an annual rate of 
some 5%), with economic activity slug- 
| gish, with some cuts already made in ex- 
cise taxes and with imports about 8% 
down on 1981 levels, tax and customs re- 
venues for this year are running well 
below projections. On current trends they 
are now expected to be 8.5% below target 
for this year. 
А These influences are reflected in the 
1982 supplementary budget. Already it 
; has been cut back by Won 286 billion from 
originally projected levels, and by a deficit 
emerging for fiscal 1982, which is to be 
' partly filled by the sale of Won 350 billion 
of government bonds, Added to this in 
1983 will be the impact of the already an- 
= nounced cuts in rates of both corporate 
and personal income taxes, the latter 
linked with the moves to extend the in- 
come-tax system to a global levy covering 
all types of income, and the plans to re- 
quire that all financial transactions are 
conducted from next year with the use of 
real names. (The use of nominces or fic- 
titious names in financial transactions was 
believed to have been a factor encourag- 
ing the growth of the so-called kerb mar- 
ket.) The tax cuts imply a revenue 1055 of 
some US$310 million for 1983. 

Next year's overall tax revenues are 
‘projected to increase by a meagre 3%, 
compared with what had been a 26.5% 
planned rise for this year. Internal taxes of 
US$8.1 billion account for 56.8% of total 


136 - “ 


revenues and show a growth of just 7% on 
the 1982 plans. In fact, the proposals con- 
stitute an unprecedented fall in direct-tax 
revenue, reflecting a shift in emphasis to- 
wards more regressive indirect taxes. Cus- 
toms duties, to comprise 11.5% of all re- 
venues, are expected to show a 2.5% fall, 
and defence taxes (11.9%), a decline of 
8.3%. 

Non-tax revenues — monopoly profits 
(from government control of the tobacco 
and ginseng industries) and proceeds from 
the planned issue of national bonds — are 
the other income-producing items to 
cover planned spending. They will be 
boosted in the latter part of this year and 
next by the sale of government sharehold- 


South Korean nuclear plant: new projects held back. 


ings in the last three of the country's com- 
mercial banks to be denationalised. 


0: the expenditure side, the pattern inthe 
proposed 1983 budget broadly follows 
that of previous years. Defence, up 4.5%, 
accounts for an unsurprising 32.8% of the 
US$14.2 billion total, around 6% of gross 
national product. Education takes up a 
20.6% share but, notwithstanding an em- 
phasis in the current five-year plan on so- 
cial development, that particular item ac- 
counts for only 6.2% of 1983 budget ex- 
penditure, though showing a rise of 8.1% 
on this year's projected level. Within this, 
expenditure on sports and cultural faci- 
lities is to increase by more than 50%, 
partly with an eye to the 1988 Olympics to 
be held in Seow. Funds for economic 
development are projected to rise only 
5.7% оп 1982 to US$2.4 billion, 16.9% of 
the total, while government support of 
commerce and energy is to be cut back by 
13%. Government officials will receive a 


(— | Planned 6% salary increase in 1983, and 


the rise in other administrative expenses is 
put at just 2.5%. , 

Out of total spending, current expendi- 
ture is to grow by 11.6% and project-re- 
lated spending by just 5.8%. Twelve new 
projects have been added to the budget, 
including the Kwangyang industrial es- 
tate. the fifth World Bank-supported road 
improvement project, the Kum river 
development, funds for genetic engineer- 
ing research, construction of a new na- 
tional museum and auxiliary facilities for 
the Olympics. Of the 16 other budget- 
funded projects, 11, including the Seoul 
sports complex, the fourth World Bank- 
supported road improvement project and 
Seoul's second underground railway, are 
to be completed in 1983. 

Plans that have been delayed or have 
had funds cut back include construction of 
two further nuclear power plants, a pro- 
gramme to establish a liquefied natural 
gas corporation, redevelopment of part of 
central Seoul and construction of the 
Chungju Dam and of four coal terminals. 

Increases in other components of pub- 
lic-sector expenditure — local-govern- 





ment, public-enterprise and the central 
government special account — may ex- 
ceed somewhat the planned rise in the 
general account. The special-account bill 
for 1983 shows an 11,2% rise over this 
year and local government is reportedly 
planning to expand its spending by 1695. 
Despite reduced revenue, government au- 
thorities have indicated an intention to 
hold down rises in public-utility charges 
next year though planned increases have 
recently been announced in school tuition 
fees, postal charges, railway charges and 
highway tolls. 

Economic projections behind the 1983 
budget plan are for real economic growth 
of 7.5%, inflation held at 5%, exports at 
the US$25-25.5 billion level and a current- 
account deficit of US$1.5 billion. Recent 
indicators of domestic economic activity 
do point to some revival of demand, but 
growth and export projections look rather 
optimistic given current performance and 
the continuing delayed upturn in the 
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‚ reflects continu 


1981. Letters-of-credit 
cator of future export 
mained well below the le 
lier. fee За 
An improvement ip 
count, with a deficit 


ly some US$700 
millfon for the first ha 


this year, partly 
in invisible re- 
| tourism and overseas 
cts. But it also owes 
ant decline in imports, 
le international raw- 
impact of reduced 








ceipts, such as f 
construction. pr 
much to the sig 
both asa result of: 
material prices and | 
economic activi 








he budget plans are being viewed here 
‚аз an adjustment era of price sta- 
bility and lower than traditional economic 
growth. As such; they appear to be a 












realistic response. ta: the current condi- 


tions. However, a number of issues arise. 


- It is not certain what reception the plan- 


ned floating of some US$1.2 billion in gov- 
ernment bonds for the remaining part of 


_ this year and for next will have, and what 


,Hmpact it will produce. on the future. in- | 
libe 





state structure of the increasingly 
ralised. financial. system. It could, for 
example, push up the cost of funds tothe 
private sector. e : 
..Some uncertainty also exists over.re- 
venue estimates in view of the planned di- 
rect-tax reductións and tax arrangements 


covering the system requiring the use of 


real names in financial transactions, iri an 


attempt to bring the "black" economy to : 
the surface. Also, апу. budget deficit 


aboye projected levels may have repercus- 
sions on money-supply growth and, in 
turn, on prices, Set money-supply targets 
for this year. were first revised upwards 
and then later dropped in favour of a more 


flexible policy; particularly as indicators 


showing some: unusual movements, 
eting changes in.the financial struc- 





E ture, | 


Ра 


tis also not clear whether next year's 
planned reductions in corporate-tax rates 
— from the present 33-3896 to a uniform 
20% , as originally announced on June.28 


~~ will have the desired effect, at least in- 


the short run. The move is intended to 
stimulate investment and economic activi- 


ty by improving the financial health of the |. 


corporate sector. However, with many: 
South Korean enterprises still facing 


_under-utilised capacity and financial pres- 


| sures; notwithstanding the 4% interest- 





' economic policies, they seen 
з. increasing commitment to 
«yet unproven)-stratégies 


Tate cut. in Ju 
+ turned into investment 
- are more positive signs of an 


in June, {ах г 
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upturnin demand. . 


< The 1983 budget proposa , along 
fore appear to rely on the questi 
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may not be | 


| с .fency. 
other recent fiscal policies, would there- 


.sumes foreign exporterf of equipment wi 
n |. be ready to supply the plant and that one 
4, OL more countries are willing to come for- 
"I ward with 


By Mohammed Aftab 

Islamabad: Faced with a growing in- 
adequacy of energy resources, Pakistan 
plans to go ahead with a scheme to build a 
second nuclear power plant at Chashma, 
150: miles southwest of Islamabad on the 
banks of the Indus river. Tenders for the 
multi-million-dollar project’ will go out 
shortly. 

The country has had to adopt a low pro- 
file on its Chashma plans over the past six 
years because of a combination of lack of 
money and uproar in the West — led by 
former United States president Jimmy 
Carter — over Pakistan's alleged nuclear 
weapons interitions. But now the growing 
energy gap has spurred the Pakistan Gov- 
ernment to move. 


The deficiency in energy resources has | 


been growing though Pakistan's rate of in- 
dustrialisation has slowed in the past de- 
cade, first because of fears of nationalisa- 


поп and later on account of political un- | 


certainties, Yet the Ministry of Petroleum 
and. Natural. Resources estimates that 
electricity production is now 14% short of 
demand, domestic petroleum production 
88% short and-natural gas 10-12% below 
demand, the gap rising to 25% during the 
winter, In addition, energy consumption 
is growing 8.4%: a year; if the govern- 
ment's current efforts to induce a faster 
raté of economic growth bear fruit, the de- 


| mand for energy will spiral quickly, 


further widening the existing shortfall. 
Pakistan's. installed -power-generation 
capacity is 3,984 mws. This is planned to 
rise to 6,300 mws by 1988, when the pro- 
posed sixth five-year development plan is 
due to be completed. There are very few 


economically feasible hydroelectric power 


sites still available for power generation, 
while oil-fired electric stations are too ex- 
pensive to operate as nearly 90% of the oil 
still has to be imported from the Middle 
East. Circumstances point to the nuclear 


option, but that raises its own questions. 


.. The Chashma project, with a proposed 
937-mw. installed capacity, has just been 
approved by the cabinet's high-powered 
economic .. committee, chaired Бу «the 
Minister for Finance and Development, 
Ghulam Ishaq Khan.: The cost. has risen 
from US$700 million in the late 1970s to a 
present estimate, of US$1.7 billion, with 


|. US$1,1 billion to be financed in foreign 


exchange and US$600 million inJocal eur- 


Chashma will take at least eight years to 


| complete, though officials reckon a more 


realistic schedule is. 10 years. That pre- 





hancing package: This-may 
run to áro 


Pakistan hopes a second, much bigger nuclear power 
plant will close its growing energy-resources gap - 


ill | 


US$I billion, assuming the 




















foreign-exchange cost stays at US$ 11 
lion. When..completed, Chashma'cóü 
save up to 1.2 million tonnes of oil equi 
lent a year..Pakistan imported around 6 
million tonnes of oil in 1981-82 (ende 
June 30).at a cost.of US$1.6 b 
amounting.to nearly 57% of the.valu 
all of its merchandise exports; 
Tenders for thé power: plan 
open to bidders from all countries, t 
officials in Islamabad hazard no gues 
to who will come forward. Th 
company Sener has completed a fez 
study of the proposed plant, 
to be based on enriched игапір 
Although not a signatory to the 
Non-Proliferation. Treaty, i 
publicly committed to sign it — 
its nuclear neighbour, India, d 
sident Zia-ul Haq has told ree 
that he would. order the ‘si: 















































Pakistan has- also. pledged {һа 
Chashma project would be ope 0 
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Vienna-based International Atomic 
Energy Agency (IAEA). Negotiations for 
this are now under way. Such surveillance 
is already being carried out by the IAEA 
at Pakistan’s Karachi nuclear power plant 
(Kanupp). The 137-mw. unit was built by 
Canadian General Electric 10 years ago, 
with Canadian Government economic as- 
sistance. Ottawa shut off supply of nuclear 
fuel, heavy water and spares in 1976 fol- 
lowing the controversy over Islamabad's 
attempt to buy a nuclear reprocessing unit 
from France. Since then, Pakistan has run 
Kanupp with locally produééd /fuel and 
spares. Operating at between 20-40% of 
its installed capacity, frequent break- 
downs and shutdowns have made its role 
as an electricity supplier to Karachi's 
sprawling industry at best chancy. 
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= enougn tramca per 
sonnel to operate Chashma, it will need 


fuel and spares. The’ question of what 
technology to use will take some time to 
decide, depending on tender offers. The 
economics of Chashma indicate that its 
per-unit cost of production would be only 
37.9% of that of an өгей thermal plant. 
The cumulative discounted cost — includ- 
ing fuelling and operating expenses — 
over its life span would be around US$3 
billion, in contrast to US$18 billion for an 
oil-based unit, according to the project re- 
port. 

When Chashma goekon stream, its 937- 
mw. power contribution to the total pro- 
jected electricity generation will be signifi- 
cant, Chashma can raise the share of nu- 
clear power from its present level of 0.2% 
to around 14.5% by the 1990s. bi 


Launch late and lose 


Partners in Singapore's giant petrochemicals complex — start-up 
of which will be delayed — face several years of losses 


By Frieda Koh 
: The US$1 billion petrochemi- 
cals plant at Pulau Ayer Merbau has run 
into long-anticipated problems, as well as 
à few unexpected ones, which are likely to 
delay its starting date until the second half 
of 1983, according to industry sources. 
Against a-continually worsening market 
for petrochemicals generally and particu- 
larly dire prospects for the Singapore com- 
lex, which will be reliant on raw-material 
imports, various partners in the project 
are still bogged down in negotiations on 
how to minimise and sustain several years 
of inevitable losses. 

It is becoming increasingly obvious to 
all partners in the venture that their fears 
of initial losses were not unfounded. It is 
now no longer a question of when the pro- 
ject will start to pay back (earlier optimis- 
tic forecasts had predicted it would take 10 
years) but whether it will ever do so and 
who should bear the brunt of the losses 
which some feel could run up to S$100 mil- 
lion (US$46.5 million) a year including de- 
preciation and borrowing charges. 

Petrochemical plants in Europe and 
Japan have been forced in recent years 
either to close down or to cut capacity be- 
cause they are unable to compete with 
North American plants which utilise 
domestic raw materials, specifically 
liquefied petroleum gas (LPG) and 
naphtha. For instance, ethylene, one of 
the two products of naphtha or LPG to be 
produced by the upstream plant at Pulau 
Ayer Merbau, costs half as much in the 
United States as it does in Japan, which 
depends on imports of LPG and naphtha. 
Ethylene in Canada costs a third of its 
price in Japan, while that to be produced 
in the Middle East is expected to cost even 
less, according to industry analysts. 

One of the downstream plants at Pulau 

.Ayer Merbau, which will produce 
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ethylene oxide and ethylene glycol, or 
EOG, from ethylene products of the up- 
stream LPG/naphtha cracker, would be 
unable to cover its operating costs if it 
were to sell its products at competitive 
market prices, sources said. Other 
downstream companies, which will pro- 
duce other ethylene and propylene 
products, expect somewhat smaller losses. 

The idea of the petrochemicals project 
was mooted more than a decade ago by of- 
ficials of the Economic Development 
Board before the first oil crisis. The Pe- 
trochemical Corp. of Singapore (PCS), a 
joint venture between the Singapore Gov- 
ernment and Japanese partners, was 
formed in 1977 before the second oil crisis, 
after Singapore Prime Minister Lee Kuan 
Yew pressed for Japanese participation 
during talks with then Japanese premier 
Takeo Fukuda. 

Notwithstanding the vagaries of the oil 
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пее 9 Wanneroo new 
cided, P acer e increasing doubts of 
some officials, to continue with the pro- 
ject. Much national prestige has been in- 
vested in the complex and industry and of- 
ficial sources said this is the only factor 
preventing its scrapping. 

On the Japanese side, the complex was 
designated a National Project in 1976, 
when the Japanese Government and a 
consortium of Japanese companies agreed 
to take up the bulk of Sumitomo Chemi- 
cal's original 50% equity commitment in 
PCS, reduced because of its losses in the 
first oil crisis. - 7 


i Singapore Government has a 50% 
stake in PCS, which has already spent 
about S$1 billion on the naphtha/LPG 
cracker. It has a further share of all the 
downstream firms — 30% in the polyole- 
fin company, 30% in Phillips Petroleum 
Singapore Chemicals, 28% (likely to be 
increased soon) in the EOG company, 
20% in Denka Singapore (a joint venture 
with Denka Japan), and 20-30% in other 
prospective plants. (Plans to produce finer 
and more marketable products such as 
ethyl-vinyl acetate are being considered.) 

Of the downstream plants, the one ex- 
pected to be most severely hit by losses is 
the S$200 million EOG plant which is re- 
garded as indispensable to the entire com- 
plex. It will use about a third of the 
naphtha/LPG cracker's ethylene output, as 
well as containing a nitrogen generator re- 
quired to service all the other plants. It has 
yet to be built, partly due to serious dis- 
agreement over the price at which PCS will 
sell its ethylene to the EOG plant. The 
generator must be built before other com- 
ponents of the plant as it will be used to 
prevent corrosion in piping and tanks. 

One of the EOG plant's partners, Mit- 
sui Petrochemical, withdrew its 15% stake 
earlier this year after failing to resolve the 
issue of who would bear the financial 
risks. Industry sources said the non-Singa- 
pore Government partners in the EOG 
company were still arguing that PCS 
should shoulder the risks by guaranteeing 
to sell its ethylene at a price which would 
enable the downstream company to cover 
its operating costs, and at the same time be 

able to price its products 
competitively on the in- 
ternational market. The 
PCS position was that 
the risks should be 
shared and the ethylene 
price weighted to equally 
reflect two considera- 
tions — the price at 
"which the EOG plant 
. would be able to market 
its products and the cost 
to PCS of producing the 
ethylene. 

The lead partner in the 
EOG plant, Mitsubishi 
Petrochemical, is said by 
industry sources to be re- 
viewing its participation in 
the project and hascalled 
for anew feasibility study 
to be undertaken, per- 
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ownstream project — a plant to produce 
2-ethyl. hexanol, which is used in the 
anufacture of PVC. But sources said 
itsubishi has yet.to make a firm pullout 
decision and is waiting to see whether the 
expected losses will be borne by PCS or 




































































The Singapore Government has agreed 
Sti the EOG project by 





tomo ‘Chemical, Shell, Mitsubishi 
Nippon Shobukai — increase their 
‘ipation in substantially. enlarged 
(the amount is not known) to help 
е project over several years of 
unlikely that the other partners 
ree to this, industry sources said, 
ingapore Government might in- 
¢ its share unilaterally beyond the ad- 
nal Mitsui stake as one inducement to 
ubishi to-remain in the venture. 


sources said the Sin gapore Gov- 
ment had outlined measures to 
Ithe cash-flow problems the com- 
ould otherwise face. One measure 
crease the shareholders’ funds of 
tream plant and one or more of the 
m projects. This would reduce 
additional borrowings required 
er years to sustain losses. 
sources said that though the Singa- 
Government had only a 50% stake 
t. up to now guaranteed 
"borrowings. The remain- 


-Singapore ` Petrochemical Co. of 
Japan's Overseas Economic Co- 
ation Fund (OECF) holds 30%, 
Chemical about 15% and a 
of 30 Japanese firms the rest. 
banks have extended credit to the 
rs of the complex, including the 
ypment Bank -of Singapore (in 
e government is the major 
der) and the Exim Bank of Japan, 
asing government equity in the 
traight grants; interest and princi- 


k aen с ot у s Special Com- 
е for International Economic Mea- 


uda. who visited here last month. 
her proposals to the J apanese Govern- 
tinclude possible concessionary treat- 
ent of a S$500 million credit from the 
хит Bank, perhaps through a mora- 
m on principal and interest payments 
the loan or lower intérest rates; the pre- 
t level of rates is not known. 
nother proposal is for tariff exemp- 
on for petrochemical exports to Japan 
om the complex. At present, such im- 
ts into. Japan are duty-free under the 
eneral scheme of preferences, but sub- 
ect to a low ceiling. PCS is seeking ex- 
mption fróm that ceiling under admits 
rative discretionary powers. Ж 
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during his visit in July, and to. 





; Where itis in equilibrium with. supply. In 


Japane pean р 
down in the next dew. years and that de- 
mand will pick up in the wake of China’s 
industrialisation and global economic re- 
covery. On the other hand; it is necessary 
to give the plant a head start over other 
petrochemical complexes: being built in 
countries with:natural gas or petroleum 
resources such as Malaysia and Indonesia. 

-Also to minimise costs, the naphtha/ 
LPG cracket was recently modified to en- 
able it to use a greater quantity of LPG as 
feedstock, Originally, the plant was con- 
structed to use 70%: naphtha and: 30% 
LPG, but present facilities allow it to use 
up to 70% of either material. PCS has re- 
cently clinched a contract with Indonesia's 
national oil company, Pertamina, for the 
delivery of 150-200,000 tonnes of LPG an- 
nually for five years beginning i in August 
1983. 

PCS is also negotiating with Shell East- 
ern Petroleum and Esso for further quan- 


tities of LPG — market sources reckon ` 


about 200,000 tonnes = but the talks аге 


' stalling because PCS apparently wants to 


buy at a discount to the market price. The 
Pertamina LPG is expected to be ex- 
tracted from Indonesia's natural gas 
fields, a process chéaper than extracting it 
from crude petroleum as Shell and Esso 
would have to do, and it is possible that 
PCS. might obtain all its LPG require- 
ments from Indonesia in the next few 
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from s original plan y 

able feedstock n the mistaken assump- 

tion that it would be cheaper. Singapore 
exported 2.9 million tonnes of naphtha 
last year, mainly to Japan, compared witli 
a negligible amount of LPG, most of 
which was used as household c ing gas. 

Today, the international market price of 
naphtha is about 8% more than for LPG 
and studies by oil refineries indicate that 
the. differential will widen this decade in 
view of the growing uses of naphtha. 

Since at least two downstream plants, 
the ЕОС and 2-ethyl hexanol plants, are. - 
nowhere near construction yet, the 
cracker is unlikely to run. significantly 
above 50% capacity initially. These two 
plants were originally planned to absorb 
about 100,000 torines (a third of the total) 
of ethylene and 60,000 tonnes of pro- 

pylene (out of a total 160,000 tonnes). 

Official sources said the cracker would | 
run intermittently as utilising even 50% of 
its capacity would produce more ethylene 
and propylene than the downstream 
plants could initially absorb. The excess 
will be stored for use when the cracker is 
closed. 

At full capacity, the cracker will üse 
250,000 tonnes of naphtha and LPG each 
under current plans, suggesting that some 
of the LPG currently being sought for de- 
livery from next year may also be kept in 
storage. Ш 









Greed beg ets glut 


Hongkong’s glut of "ge buildings is mushrooming 
and further sharp рсе tane are needed to stimulate demand 


By Philip Bowring 
Hongkong: First it was interest rates that 
were blamed; then it was the world reces- 
sion; thirdly, most recently, nervousness 
about Hongkong's political future. But 
the evidence is now irrefutable that the 
problems besetting Hongkong's property 
market lie more within the market itself 
than-in the external factors most often 
blamed for its rapid transition from bull- 
in-a-china shop to bear-in-a-pit status. 

The government's -annual Property 
Review and a recent 140-page report by 
stockbrokers Hoare Govett point clearly 
to a massive medium-term oversupply 
situation in almost all property sectors. 
The Hoare Govett report forecasts sub- 
stantial further declines in values and ad- 
vised that investors would "spend their 
chips to better effect later rather than 
sooner." 

It is clear that though oversupply would 


zbe relieved by a further fall in interest 


rates and a pick-up in the economy, sub- 
stantial further falls in prices are necessary 
if effective demand is to rise to the point 





some instances — notably office accom- 
modation — supply in the pipeline over ` 
the next several years is greatly in excess 
of any conceivable demand created by a 
combination of rapid economic growth 
and falling prices and rentals. 

Meanwhile, the continuation of uncer- 
tainty about the future is likely to have an 
as yet unquantifiable impact on sales 
prices, Although the political factor may 
not have much influence . on. overall 
economic activity — indeed, could even 
béa stilus to manufacturing — and thus 

ј accommodation, it тау 
prove to hav у severe impact on will- 
ingness to b roperty's loss of its magic 
money-making appeal may have already 
affected eagerness to buy even before the 
1997 issue came to the fore. 

Oversupply and a preference for rent- 
ing over buying would impinge:most se- 
verely on office buildings being developed 
for sale. These comprised 59% of office 
developments last year compared with 
only 2495 in 1977 and the figure is still ris- 

Ww I supply of offices set to grow 










by 57% over the three years 1982-84, the 
pressure on developers relying on sales to 
finance themselves — and finance the 
building of the Mass Transit Railway 
Corp. (MTRC) — could well be crippling. 
Exacerbating the problem is the poor 
standard of management in multiple- 
owner office buildings where top-quality 
space now fents for 25-30% less than in 
one-owner buildings held for rental in- 
come. 

The additional space coming available 
in 1982-84 totals 16.8 million sq. ft. Net 
new take-up of space in the past five years 
— a period of very rapid growth of bank- 
ing and other service industries — has av- 
eraged 2.4 million sq. ft. Thus seven years’ 
supply could come along in just three 
years, on top of an 11% vacancy rate at the 
end of 1981. Hoare Govett forecasts that 
even after allowing for some slippage in 
construction, 27% of 45 million sq. ft of- 
fice space will be vacant by the end of 
1984. Nor is there relief in sight in the lat- 
ter part of the decade, with net additions 
to Central District in the four years 1985- 
88 averaging some 2 million sq. ft a year in 
addition to 3 million sq. ft of office deve- 
lopments in Wanchai and Causeway Bay 
above MTRC stations alone. 

The office-space crisis lies ahead. The 
shop-space crisis has already arrived — 
partly associated with ill-planned shop- 
ping podiums in new office. buildings. 
Even by the end of 1981, vacant space 
amounted to 4.5 million sq. ft compared 
with net take-up averaging 1.75 million sq. 
ft over the past five years. With a further 
8.5 million sq. ft due to be completed this 
year and next, by the end of 1983 there 
could well be as much as 10 million sq. ft or 
17% of total commercial space. Tsimsha- 
tsui district could be particularly deserted. 
A further decline in new rentals and a revi- 
val of tourist growth might stimulate take- 
up. However, many businesses still face 
rent reversions at higher levels than they 
have been used to as old leases end, and 
may be in no position to expand their pre- 
mises. Some commercial space is now 
being converted to office use but this in- 
volves accepting significantly lower ren- 
tals. í 


(елт shops to offices, or vice versa, 
is always feasible. but industrial and re- 
sidential space, once built, cannot be 
switched to other usage. The industrial 
market faces an imminent, massive rise in 
oversupply of flatted factories. At the end 
of last year a relatively modest 7.5% of the 
total stock of 114 million sq. ft was vacant 
— but this was rising rapidly. A 26% in- 
crease in supply will become available this 
year and next — 29 million sq. ft. This 
compares with demand averaging some 12 
million sq. ft a year in recent years — but 
likely to fall steeply this year owing to the 
weakness of export demand and the move 
of some labour-intensive industries to 
China. 

Although the factory glut could well be 
of very much shorter duration than that of 
offices and shops, its impact on individual 
developers could be very severe because it 
is uneven, being concentrated in new 
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towns in the New Territories where 
growth of industrial premises has run far 
ahead of population growth. 

Most industrial buildings have been de- 
veloped for sale. If developers cannot af- 
ford to hold on and accept low rentals they 
will have to sell buildings into a very weak 
market which is not only suffering from 
oversupply now but is threatened by de- 
velopers holding land banks acquired at 
the top of the market which in some cases 
are probably now worth less than a quar- 
ter of their purchase price. 

One escape route could be the re-zoning 
of some industrial land for residential 
development. Cheung Kong (Holdings) 
has already agreed one such deal with the 
government. It is the residential sector 
which is, after all. where the unfilled de- 
mand for space is so obvious. But as 
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New development: no more magic. 








Hoare Govett makes very clear, effective 
demand remains choked by prices which 
are beyond the reach of the vast majority. 
Although in recent months several de- 
velopers have been offering discounts on 
list prices of up to 25% — thereby almost 
eliminating profit margins — sales remain 
very sluggish. Meanwhile, there has been 
a rapid escalation in the numbers of pur- 
chasers reneging on purchase agreements, 
so that pre-sales become illusory. The 
situation is best reflected in the increase in 
vacant flats as sellers’ and landlords’ ex- 
pectations of values and rents continue to 
stay ahead of ability to pay. 

Demand for private-sector flats has 
been running ata fairly steady 20,000 units 
a year in the past three years but supply 
has averaged 27,000 over 1977-81 and will 
average that this year and next. This 
surplus will add to vacancies totalling 
29,000 units at end-1981, which itself was 
up from 17,000 a year earlier. 

Although prices of flats have fallen 
some 25% from peak levels, they are still 


about 200% above 1977 levels. Looking 
ahead, the disaster area for residential 
development is the top end of the market. 
There was very tight supply, which caused 
rents to soar to as much as HK$20 
(US$3.28) a sq. ft per month and values to 
more than HK$2,500 a sq. ft. But luxury 
flats are likely to succumb to a burst of 
new supply, rent decontrol and departure 
of expatriates. Some developers paid 
more than HK$2,000 à sq. ft of accommo- 
dation value for luxury sites, but Hoare 
Govett says: “Developments with an ac- 
commodation value of HK$1;000 per sq. 
ft will, after taking in constrüction and fi- 
nance charges, almost certainly run into 
the red." 


t the lower end of the private sector, 

both supply and demand are less vola- 
tile. Some developers have’ redesigned 
medium-sized flats. as small ones to help 
match desire for home ownership with 
ability to pay. Prices for small- to medium- 
sized flats, which peaked last year at 
around HK$1,000 a sq. ft, have fallen by 
up to 25% since then. But even at the re- 
duced price, and given à mortgage rate of 
12% — against 14% at present — monthly 
instalments on a 500 sq. ft flat with a 12- 
year mortgage would still come to almost 
HK$4,000. Less than a quarter of all 
households have an income of more than 
HK$5,000 a month. With roughly 50% of 
the population in the private sector, prices 
are still at levels which effectively prevent 
the further growth of owner occupation, 
or landlords obtaining acceptable returns 
on new rentals. 

Although the bottom end of the private 
residential market is regarded ais relatively 
resilient, it will also be affected! by a con- 
tinuing high level of completions of public 
housing and of subsidised home-owner- 
ship scheme ‘flats, at a time when both 
population growth has slowed an'd house- 
hold formation has probably reached a 
plateau. 

Hongkong is only beginning to reap the 
whirlwind of its property fever — n ot least 
the government, which is committed to 
maintaining the vastly increased rate of 
land supply to which it committed! itself 
two years аро. Hoare Govett suggest's that 
it may soon be forced to change course 
and restrain land sales if it is to protect 
values and thus its own revenues which to 
an alarming degree are linked, directly 
and indirectly, to property prices. But it 
can equally well be argued that the:grov- 
ernment can afford to see values plumrnet 
and go into deficit for a year or two, usiing 
up some of the surpluses accumulated dur- 
ing the days of crazy land values. Looking 
ahead, the only way that the private resi- 
dential construction sector can avoid comi- 
ing to a grinding halt is if prices come 
down fast enough to levels at which effec-- 
tive demand can be sustained. Such a fall 
will send many developers to the wall. But 
it will leave the survivors eager and willing 
to do what they are supposed to do: make 
reasonable (25%) profits from develo 
ment rather than — as has been the case in 
recent years — 250% gains from stock E^ 
preciation. 
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SIGNIFICANT. ACQUISITIONS AND DISPOSALS 


During the current financial year, the Company has acquired and/or. completed the purcha: 
of the following significant properties and investments: D. 


Year Ended 
31/12/81 


HKS'000 
3,493,401 


162,588 





‚1,359 


163,947 
127,532 


148,651. 


НКҘ0.27 


7,203,270 


DIVIDEND, 
"The Directors have resolved to pay an interim dividend of 12.0 cents per share (1981 — 12.0 
vents per share, adjusted for bonus issues). 


to: Monday 25th 
warrants are expected to- be posted to 


a) Carrian Centre situated at 151 Gloucester Road, Hong Kong which is now the corporate 
" of the Carian Group including ай subsidiary companies, pate 
b) The remaining 50% of the issued capital of the two companies ownin 58 apartmeit 
Tregunter Blocks B and. С of which 93 is presently leased, pcs; j 
€) 51% of the Transpacific Centre in Oakland, California (previ 
Phase 1 of this development will be completed on schedule in October 1982, 
have received firmed offers for the leasing of 
remaining 20% will be leased by the Carrian 


t) 50% interest in coy 
;, situated in mid-levels, Hong Kong. 


f) An additional 5% of the issued 
сотрапу in Australia. This inc: 


Bj No. 2 Shia Fai Terrace, Hong Kong, а residential ‘apartment building in which ай units 
B Ап 80% interest in a commercial development at Brentwood, Los Angeles; Construction 
. tas commenced and will be completed te September 1983, — nge ? PE 


ng the year ой seven industr 
itories and one residential: building fi 
-owned or majority controlled: by 


has been signed for the 


of 810 acres, ^ 


economy has been severely affected by the high interest rates prevailing in t 

i2 and by the increased nion Ae imposed by Hong Kong's айл 
interest in recent months, real recovery sill noi be 

industrial countries commence to increase their 


production which will benefit local suppliers and the. Hong 


The policy of the Board of [ныз for the past two years has been б browden the амаз and 
earnings base of the Company wiring а portfolio of prime property in Н, ga 
the Pacific région far rental income and by diversification imo other tes rope r y fovet eum ment. 


The Company's rental property portfolio has ina " fing 1982 and will 
continue as developments currently ades comit are plete ind leased < duti: 
the second half of 1982, During the first six months of 1982 approximately 1.000. 


commercial and residential was added to the Company’: 
which 90% is presently leased. A further 400,000 sq.ft. wil be added: 
year and the rental income contribution will be materially 


to the first half of 1982; 5 
The Company will hase the benefit of a full year's contribution from 
subsidiaries, Grand. Marine. Holdi Limited and: China ] 
Insurance Company, Ltd. It is ant 

associated companies will 


less than the: previous 
1982 will be not les than 


E SG Tar 





arrié ‘Malaysian Air- 

sank deeply into the 

months to Mar. 31 for 

-year operating his- 

profits shrink for 

t M$6.1 million 
(US 2. 57 milion, 
corded a heavy 1 

.after a 1096 lower t 
аі 


inprovement in 
m67% of capa- 


the bam single bill for 

MAS — were 21% higher at M$309.3 
million as unit prices rose 5% апа:соп- 
sumption increased by 10%. Staff costs, 
too, were 29% up at M$212.6 million. 
The biggest jump, though, came in fi- 
nancé charges, with interest on term 
loans. doubling from M$26.5 million to 


. M$54.4 million and bank overdraft. 


Hebe: Tien: sevenfold from 


ilion: 


burden was aggravated, chairman | 


ngkon: property market 


terim results re-, 
ck Marden group. 
ded. June 30; the 


п 1 iced a. 54% decline to 
HK$10 million (US$17.85 million) in 
profits after tax and minorities, but be- 


fore extraordinaries, compared with | 
. HK$237.3 million for the same period’ 


last year. Contributions from associates, 
+: notably Beautiland, Pacific Norse Ship- 
ping and International City: Holdings, 
fell to HK$3.9 million compared. with 
HK$340.7 million previously. Extraor- 


, dinaries came to HK$42.7 million, aris- 
-ing from the sales of long-term invest- : 
ments, properties and vessels (НКҘ48.5 


million previously). 
"foreign-exchange loss 

lion stemming from 
foreign-currency loans. 
Chairman John Marden noted that. the 


s also a 


present difficult conditions would con- : 
tinue to affect the group's resu the 


rest of the year. But he was confident of 


maintaining total dividends for the year | 
A |:has taken à downturn: but maintained 


-at last year’s levelsof 30 HK cents 

Share and 3 cents per B share. Int 
vidends of 12 cents per A share ar 
cents per B share were declared. 

|" The group's poor results м 
i anticipated following hefty falls 


Raja Tan Sri Móhar Badiozaman told 
the MAS annual general meeting on 
Sept. 16, by the strengthening of the US 
dollar — the currency in which most of 
the company's aircraft loans are raised 
— and the steep rise in interest rates, 
which averaged 17%. The total value of 
term loans to: MAS repayable after а 
year rose from M$351.9 million in 1980- 
81 to M$688.8 million as the airline bor- 
rowed US$130 million in February from 
a 10-bank syndicate led by National 
Westminster to-finance the M$415 mil- 
lion purchase of its first two Boeing 747s, 
which began service on the London- 
Australia run two months later. Short- 
term loans and other loans repayable 
within 12 months also increased, from 
M$76.3 million to M$121.8 million, and 


total liabilities grew 56.5% to M$1.45 ^ 


billion. 

According to Mohar, 1982-83 will be à 
*very difficult" year. Earnings in the first 
quarter had already suffered from "stag- 
nant" domestic travel and "intense com- 
petition" on international routes. MAS 
increased domestic fares by 10% in Au- 
gust — the firsterise for six years — and 
has put a freeze on staff recruitment. 

— JEFFREY SEGAL 


fits а earlier by its major sub- 


sidiaries. In particular, 50.4%-owned 


. | subsidiary Wheelock Maritime an- 


nounced earlier a 71% plunge in net pro- 
fits to HK$11.07 million (HK$41.7 mil- 
lion previously). Reporting an interim 
dividend cut to 5-cents per A share and 
0.5 cents per B share (25 cents and 2.5 
cents previously), Marden said it was un- 
likely the Maritime group would achieve 
a profit in the current financial year. 
Charter rates in the bulk-cargo section 
were at unprecedentedly depressed 
levels while the group also faced heavy 
interest charges associated with the fleet 
modernisation programme. 

— — CHRISTOPHER WOOD 


Carry on, Carrian 


Newly announced results show that 


. Hongkong-based Carrian Investments 
4 Ltd continued to expand rapidly in the 


first half of 1982, but was able to achieve 
only a marginal rise in profits. Net pro- 
fits inched forward by slightly less than 
396 to HK$269.8 million (US$44.23 mil- 
lion). during the Half, compared to the 
same 1981 period. Chairman George 
Tan noted that the Hongkong economy 


that the group would.continue to keep 
ater part" of its assets in the ter- 


| period, 


June 30 compared. to 1 
Dec. 31 lást year. Fixed assi 


83% during the six month: But, 


repo includ 
term US$83 Fillion xb also rose, to - 
HK$3 billion from HKS2.1 billion. 
Turnover for the interim Hed 


ously), while eatnings per share were 27 
HK cents (26 cents previously), Interim 


adjustment), and the directors pr 
that the full-year pay-out would n be 
less than in 1981. Despite an agg 
diversification into other areas, pro 
remains the group's backbone, and 
reported a significant rise in holdings o 
rental property during the period. — 
The company is looking to associa 
companies: for ‘increased contribu 
during the second half. In the first h 
publicly quoted subsidiary China Under: 
writers reported net. profits of HK$6.6 
million (HK$4.1 million previously). 1 
addition, it made an extraordina 
of HK$4.4 million from the sa 
commercial building. Over t 
the group's other 1 
quoted subsidiary’ Grand Marine 1 
ported a drop in net profits to HK$5 
million from HK$65 million previously 
reflecting ће 5 4 shi 
dustry. 


(US$28.45 million) y 

30. The profit was struck о 

venue which rose by: 

A$701 million. Reflecting th 
substantial equipment-hire ас 

thé depreciation provision was booste 
by a hefty 57% to A$14.9 million. Th 
interest bill jumped 34% to A$5.4. 
lion: A final dividend of 9 Acentsash 


nual payout to 15 cents a shar ! 
ag with 13.5 cents paid. out prey 


Komatsu Ltd of Japan registere 
18.9% increase in sales, to ¥396.5 
lion (US$1.49 billion), during thé si 
months ended June 30 compared to th 
same. period last year. For the first ti 
Komatsu surpassed the United Stat 
firm Caterpillar Ltd in profitability b 
posting a net profit of X 17.1 billion, 
3.6% increase over the previous com 
parable term. Exports and the perfo 
mance of overseas subsidiaries were pà 
ticularly strong, but foreign-exchan; 
fluctuations diminished profits. Con 
struction machinery accounted for & 
of total sales and overseas sales con 
buted 57.3%. The interim di 
changed at ¥4, HIKARU 





cumbed to a; burst of profit- 
‘its, recent advances, while 
enefited from signs of a sharp 


gkong 
descended. on the market as it 
isit to China of British Prime 
Margaret Thatcher (from Sept. 
» following.which a clearer picture 
emerge of Hongkong’s future. Aver- 
ge daily turnover dropped to a depressed 
S 3 million (US$21.9.. million), 
than the already low. average 
million recorded during the 
iod. On most days, prices 
in.a narrow range. The one 
‹ twas Sept. 20; when the 
Index. put on-a: tentative ad- 
29.5 points amid some specula- 
positive outcome. to Thatcher's 
so helping the. market were 
it further cuts in local interest 





SINGAPORE 


rates were imminent: The index closed the 
period at 1,117.78, up,37.41 points. 


Bangkok © 


To start with the market was hit by an out- 
burst of profit-taking which eroded some 


of the gains achieved recently. But in-. 


vestors recovered their poise sub- 
sequently, though the mood remained un- 
certain, with the Book Club Index falling 
further on. Sept. 20, the last day of the 
period. The index close — 108.83 — rep- 
resented a loss.of 12.57 points, or more 
than 10.4%, over the period, The: profit- 
taking could be explained by а feeling 
among some investors that the market had 
risen. too fast. The resulting Selling 
touched off a chain reaction. 


Australia 


Signs of a sharp fall in domestic interest 
rates had an immediate impact on prices, 
with the Australian All-Ordinaries Index 
closing 20.1 points higher at 511.2. Most 
of the gains were made on the last two 
days of the period, following the lower of- 


Unded Overseas Land 
Wearne Bros 


Fraser's Industrial index 


— 3,626.39 
—— 3,657.56 
3,665.01 
“3,672.08 
3,665.03 
+2.37% 


| the sidelines and there is 





owever, -. 
| investors were still оп. 
indication 
that they intend buying back into the mar- 
ket in the immediate futti PO 
were greatest among. blue-chip indus- 
trials, under pressure recently as investors 
assessed the long-term impact of higher 
interest rates on their profit performance. 


New Zealand ma 
Market reaction to the Fletcher Challenge 
results (net profits ир. 12% in the year 
ended June. 30). was negative. А. down. 
ward move began which was compounded ` 

by a statement from NZ Forest 
that what it called unacceptable prices had 
stopped the log trade with Japan: Volume 

shrank to even lowe than: previ 

















cts. ^ 













that the pharmaceutical giant Green Cross 
had tampered with data in its application 
to the government to manufacture artifi- 
cial blood. The Nikkei-Dow Jones Aver- 
age closed at 7,042.63, down fractionally 
for the period. Turnover was sluggish. 


Singapore 

Losses were stemmed, with the market 
drifting for most of the period and volume 
dwindling progressively. The indexes 
ended slightly higher, but trading was con- 
centrated largely in speculative "special- 
situation" issues. Fraser's Industrial Index 
finished at 3,665.03, for a gain of 84.73 
points; the Straits Times Industrial Index 
rose just under 11 points to close at 
640.11. Volumes dropped from 6.24 mil- 
lion shares in the first session to just under 
5 million in the last. 


- Kuala Lumpur 


P After a month of abrupt rises and falls the 
market entered an apparent phase of con- 
solidation. Frasers Industrial Index 
scarcely moved during the period, closing 
just 23.69 points up at 2,189.02. Turnover 
dropped by a third from 39.5 million units 
to just 26.6 million as traders moved more 
warily, while total values were 36% down 


| 




















at M$69.2 million (US$29.6 million). De- 
spite the overall tone of caution, though, 
there was still some speculative action. 
Rarely traded adhesive-tape manufac- 
turer Loytape. for example, led the mar- 
ket, with turnover of 1.8 million shares — 
more than half its total paid-up capital — 
on reports of possible takeover bids. 
Loytape gained M$1.27 to M$3.32 over 
the period, while parent company Ganda 
Holdings, which said it had turned down 
two offers of M$3-4 million for its 51% 
stake, advanced 36 M cents to M$1.75. 


Seoul 


Prices continued to decline as the 
economic outlook remained uncertain. 
Aided by institutional investors, the mar- 
ket rallied slightly in mid-period but faded 
later to close the composite index at 158.4, 
down two points. Trading was moderate 
at a daily average of 5.7 million issues. 
Blue-chip construction shares were 
among the biggest losers. 


Manila 

Although. 857.7 million shares worth 
P15.2 million (US$1.8 million) changed 
hands, the pace of trading was sluggish. 
Volume was swelled only by massive deals 








К ше Ж ' M 
in low-priced gold producer Carmen Min- 

danao Mining and barite producer Falcon - 
Rare Metals, which moved 152 million , 
and 150 million shares respectively in just | 
one transaction each. In value terms, аў 

block sale of P2.2 million worth of shares ` 
of brewer San Miguel was the biggest | 
single contributor. The price trend was 
mostly downwards among mines whilein- 
vestors adopted a wait-and-see attitude — 
towards oils. : 


. . 

Taipei 8 
А 0.75-percentage-point reduction in in- ` 
terest rates stimulated trading. Analysts 
said that with interest rates coming down, 
investors are beginning to put their money 
in shares and property rather than in the T 
banks. The average weighted price index - 
rose seven points to close at 472.5. Aver- 0 1 
age volume was up slightly to NT$696 mil- 
lion (US$17.8 million). The weighteds 

price index has now soared more than 50 
points since bottoming at 421 in August. 
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Honda even teaches 


H 


iu 


professionals about traffic safety. 


Honda motorcycles and automobiles are sold 
“annually to millions of people throughout the world. 
& These quality-minded customers have made us the 
*world's largest motorcycle manufacturer. 
* In an effort to assure the many people who 
“operate our motorcycles and automobiles maximum 
enjoyment, Honda conducts traffic safety education 
courses in various countries. Aside from ordinary riders, policemen and traffic 
authorities of Southease Aisa, the Middle East, Africa, Europe and South 
America have attended the training courses in Japan. 
Who continues to make contributions to society 
through safety education? 
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connections to other major cities. | 
And whether youre sitting; 
in Economy, Business Class ог | 
First Class, you couldn't get 
better on- board service than 


What airline can fly you non-stop from , 
Bangkok to Europe, six times a week? | 


[n fact, one airline cant. 
But together, two of the world's 
leading airlines can. 

Thai and SAS have joined 
forces to offer passengers flying 


between Asia and Europe a 
unique service. 

TheThai/SAS Asia-Europe 
Express. 

By flying the Great Circle 
route, instead of the more 
traditional route taken by other 
airlines, we are able to take a 
shortcut across the world and 
fly non-stop. 

This means a saving of 
over a thousand kilometres in 
distance and two and a half 
hours in flying time. 

Which, we would like to 
add, also means a good nights 
rest without the usual stops 
en route. 

And now we offer six 747 
flights a week, instead of three. 

Bangkok and Copenhagen 
are also the key gateways to 
Asia and Europe, offering easy 


INKCITHA/4187 





that provided by two of the 
world's most respected airlines. 
So, if you are flying to 
Europe, the best way is via the 
Thai/SAS Asia-Europe Express. 
It not only gets you there 
on the double, it gives you six 
flights a week to choose from. 


E 


Asia-Europe Express 
Thai/.$4$ 











or 10 days from September 30 to 

October 9, Brisbane, on Australia's 
central east coast, will buzz with tens of 
thousands of tourists, millions of dollars 
and hundreds of athletes during the 12th 
Commonwealth Games. 

But sport will not be the only focus of 
international attention. With the eyes of 
the world on their state capital, many of 
Queensland's more than 46,000 indigen- 
ous aboriginal and islander people plan 
to use this occasion to draw attention to 
their status and conditions in what is 
often referred to as Australia's "Deep 
North." 

The Aborigines are especially eager to 
gain international notice from the 15 
black African Commonwealth countries 
sending sportsmen to Brisbane. They 
hope that, through the Commonwealth, 
these countries can put pressure on Aus- 
tralia's federal government to intervene 
in favour of the Aborigines in Queens- 





Aboriginal tin-miner in Queensland: a link with the land. 


LETTER FROM BRISBANE 








York and Chicago. To preserve where 
possible or restore a relationship to their 
land, Aborigines throughout Australia 
have appealed to governments over the 
past 15 years for recognition of their 
right to control and build their lives to- 
gether on traditional lands. 

Queensland began its most recent re- 
sponse to these appeals in March by of- 
fering the first of two pieces of legislation 
designed to change the terms of land 
ownership by aboriginal communities. It 
has forecast that later this year, legisla- 
tion granting improved services to re- 
serve communities will be passed by the 
state parliament. Somewhat cynically, 
critics claim that the government will use 
the two new laws to show its clean record 
in aboriginal affairs to African, Asian 
and Caribbean competitors and visitors 
to the games. 

In its March amendment to the Land 
Act, the government gave to aboriginal 
communities living 
on reserves owner- 
ship of reserve land 
by “a deed of grant in 
trust." Trimmed of 
legal technicalities, 
this means granting 
the communities a 50- 
year lease over the 
land they occupy on 
reserves. However, 
once the amendment 
was announced by the 
state premier, Joh 
Bjelke-Petersen, it 
was soundly attacked 
by aboriginal leaders, 
basing their criticism 
on an analysis of the 
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land. They are particularly concerned 
about the 15,000 Aborigines confined to 
government reserves in the state. 

The Aborigines themselves — as well 
as anthropologists like Prof. Charles 
Rowley of the Australian National Uni- 
versity — explain that at the heart of 
traditional aboriginal life and lore is a re- 
lationship with a particular area of land. 
Itis the source of the myths and rituals of 
a tribe; it is the location of their tribe's 
sacred sites; it relates the members to 
their origins as people and as a tribe; it is 
central to what Aborigines call their 
dreaming. 

Breaking this relationship results in 
the destruction of culture — and that is 
essentially what has happened in 
Queensland. Evidence presented by so- 
cial scientists catalogues this destruc- 
tion: Aborigines account for a propor- 
tion of the prison population (14%) that 
is seven times larger than their propor- 
tion of the general population of 
Queensland; a massive rate of al- 
coholism, and a rate of homicides in 
some parts of the state that exceeds that 
in major American cities such as New 





legislation by the 
head of the Queensland Bar Associa- 
tion, William Pincus, QC. In Pincus’ 
view, the amendment fails to give any 
security of tenure to aboriginal com- 
munities on reserves and leaves their 
ownership of the land without legal pro- 
tection. The aboriginal communities 
have simply to rely on the good faith of 
government ministers, Pincus warned. 

Fears that frustration 





avoid Aborigines suffering violence and 
bloodshed on the streets of Brisbane 
during the games. 

Bjelke-Petersen, meanwhile, has 
warned of plots by Maori terrorists and 
Aborigines allegedly training as ter- 


rorists in Libya. While he has not pro- 


duced any evidence to substantiate these 
claims, the government has nevertheless 
passed laws giving unprecedented pow- 
ers to the police during the time of the 
games. Under the new arrangements, 
police officers can declare a state of 
emergency in particular areas — a power 
previously reserved to the Governor-in- 
Council. Lawyers with the Council of 
Civil Liberties claim that the law also 
contains extraordinary powers of search 
and seizure. Moreover, it allows the 
state police minister to draft regulations 
which may be imposed at any time and 
could, for example, prohibit T-shirt slo- 
gans calling for aboriginal land rights. 
He can also outlaw protest activity in 
areas he designates. 

Although the passage of this law was 
accompanied by references to terrorism 
and violence of the type seen at the 
Munich Olympic Games in 1972, the 
penalties attached to it have led civil 
liberties lawyers to conclude the govern- 
ment had other groups in mind than in- 
ternational terrorists. The relatively 
minor penalties set a maximum of two 
years jail or an A$2,000 fine. The 
Queensland secretary of the Council for 
Civil Liberties, Terry O'Gorman, sees 
the law as designed to put a clamp on 
even peaceful political protest. As such, 
he concludes, its prime target could be 
supporters of black land rights. 

So far, the only black group talking 
about demonstrations is the Black Pro- 
test Committee. On September 28, the 
day Britain's Prince Philip opens the 
games, the committee will hold a dem- 
onstration to introduce 





with Queensland's per- f 
formance on black issues 
will come to a head dur- 
ing the games have come 
from а variety of 
sources. Charles Per- 
kins, head of the Aborig- 
inal Development Com- 
mission, has warned that 
the games will see Aus- 
tralia's most violent pub- 
lic demonstrations ever; 
and Gary Foley, ®prom- 
inent Queensland abo- 
riginal activist, re- 


cently counselled that 
“we have to try as far as 
humanly possible” to 








Davidson: no more poison. 


2 
an aboriginal cultural 
festival that will run 
for some days. The 
organisers will also 
appeal to Aborigines 
throughout Australia 
to join them in ab- 
staining from alcohol 
as a sign of their sol- 
idarity. “It will be one 
day in our lives when 
we won't taste the 
white man's poison,” 
said Budger David- 
son, 34, a Brisbane 
Aborigine on the com- 
mittee. 

- MICHAEL KELLY 
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E keep your seat-belts fastened. 


non your Switzerland-bound flight in the 
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